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LONFIDENTIAL PRELIMINARY DRAFT - FOR DISCUSSION PURPOSES

Societe Generale Negotiations

Megotiating Position: Societe Generale (S5oc Gen) views the substantial expected recoveries on CDOs
and the funding benefit from collateral posting as providing great negotiating leverage

* Soc¢ Gern belipves axpected recoveries will exceed rollateral shorttalls under the CD45. BlackRock cash flew projections
SUpport this view

- Cach flow projections discounted at bond ccupor in the bzse case indicate that So¢ Gen's portfolio i of highar
quality than athar counterparties (hased on projected value of 89% for 5oc Gen ws. BaY for all counterpzarties)

= The funding benefit Soc Gen receives fram AlG on collateral posted is the spread between LIBOR and Fed funds [Soc Gen

receives LIBOR and pavs AlG Fed funds)

Concessions: Soc Gen has been unwilling to sell reference CDOs to AIG below par

= 50¢ Ger would be resistant to deep concessions, 1.e.. anv¥thing sreater than a few points, because it balieves econcmic
value from collateral and expected recoveries on C0Cs are worth more than par n some cases

= S5o0¢ Gen expressed willingness to unwind lowest-quality trades at an effective price of ~90 but only if it retains the
reference CDOs (i.e., for a CDO priced at 30%, Soc Gen keeps 705 collateral, receives 204 more in cash from AlG, keeps
the bend and the upside, and rips up CD5 with AlG). This arrangement would not be acceptable under the coentemplated
structure of Maiden Lane |ll.

Access to the Assets: We believe that Soc Gen owns most of the reference assets inits portfolic
(-5$14bn of 516.4bn)

« ~5!bn waorth of referance assets may have been sold to Goldman Sachs

= We have heard second-hand frem a trader that Soc Gen has pledged much of the portfolio to the Fed dizcount window
for future licuidity

Other Factors

+ 50¢ Ger and AlG are currently in dispute over existing events of default and credit events under transamm
~for Z deals, totaling ~5650M of notional exposure STLHTIONYS




LONFIRENTIAL PRELUAIMARY DRAFT - FOR DISCUSSION PURPOSES

Societe Generale Portfolio Overview

Societe Generale is the largest counterparty

* 516.4 billion, representing 75% af total counterparty exposure

$1. 4 billion in additional collateral has been requested, but not posted as of 10/24

» Societe Generale has received collateral independent amounts from @ number of bonds that have been
downgraded

* BlackFock’s projected values are in line with values implied by collateral posted, but higher than callateral
reguestzd, i.e., BlackRock expects the portfolio to perform better than values implied by requested collateral

In the base case, Societe Generale’s partfolic has similar expected losses to the overall
portfolio, but in stress cases, Societe Generale’s portfalio deteriorates mare rapidly than the
averall portfolio

Societe Generale’s portfolio is heavily concentrated in subprime EMBS and in earlier vintages
= 52% of the pertfolic is comprised of residential subprime securitiss, compared to only 346% for all counterp arties

« 3% of the portfolio is concentrated in the 2004 vintage, compzarad to just 18% for all counterparties

There are fewer high quality assets in Societe Generale’s portfolio on a relative basis, but the
bottom of the credit spectrum resembles the overall portfolio

« Unly 215 of Jociete Genarale’s porttolio 15 rated AAA (Vs &4 owvarall)

= But below Investment Grade is identical between Societe Gernerale and the total portfolio (18%)
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ciete Generale Portfolio vs. All Portfolios
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LONFIDENTIAL PRELUAINARY DRAFT - FOR DISCUSSION PURPOSES

Goldman Sachs Negotiations

Megotiating Position: Goldman Sachs is the least risk averse counterparty, i.e., the only counterparty
willing to tear up CDS with AIG at agreed-upon prices and retain CDO exposure

« bnldman approached &1G 1n August to discuss tearng un the CUS contracts
- BlackFock hes advised AlG on tearing up ? CD5 in the Goldman portfolic with a $3bn notional

+ These transactions were selected because they viere distressed positions likely to experience cradit avents and

convert to cash positions in the next few years (converting to cash positions reduces any bhasis betwesn the CDO
and CDS values)

« The did-offer spread between AlG and Goldman or thase CDS tear-ups 15 ~5300 million

» Goldman has expressed a willingness to negotiate tear-ups on additional trades (including 7 synthetic Abacus
trans actiors|

Concessions: Goldman would likely accept a small concession but may look to its funders to absorb
the loss (or a portion of the loss)
« Coldman’s exposure te AIG 15 Limited to the difference batween cellateral requested (what they are likely pesting to

swap counterparties) and collateral received at any grven time from AlG. While hedging this AlG counterparty risk is
expensise, the cost would translate into no more than 2 points on the whole portfolio

« Goldman’s swap countarparties are exposed to Goldman Sachs rather than AIG counterparty risk, and ars therefore less
liely to be receptive to deep concessions

Access to the Assets: Goldman has said that it does not hotd the cash CDOs, but has back-to-back
swaps on most of the positions

Othear Factors

« Because Goldman prices have been consistently lower than third-party prices, Goldman and AlG have negotiated a
- collateral posting pretocol in which Goldman’s prices are given a 12% positive haircut for collateral posglr CK
Goldman’s requested collateral amount, therafore, is penerally 124 higher than the agreed collateral pSsting Bt Bobr Giderk”
Lime




CONFIBENTIAL PRELIMINARY DRAFT - FOR DISCUSSION PURPOSES

Goldman Sachs Portfolio Overview

Goldman Sachs is the second largest counterparty

+ 514.5 billion, representing /2% af total countarparty exposure

$1.3 billion in additional collateral has been requested, but not posted as of 10/24

» Ooldman’s collateral request does not reflect any haircut 1o Goldman prices per the protocol established with Al G,
so at lzast a 12h gap attributable to the haircut will remain as long as the haircut protocol is effective

» BlackFock’s projected values are higher than collateral raquested, 1.e., BlackRock expects the portfolio to perform
better than values implied by reguested collateral

The portfolio is projected to experience higher tranche principal losses than the overall
portfalio in all cases (e.g., 15% higher than the total portfolio in the base case)

Despite a significant concentration in prime/agency PMBS, the overall quality of the portfolic is
impaired by a large exposure to Alt-A RMBS

= 29% of the Goldman pertfolio is prime/agency securities concent-ated in a fevr high-guality CDOs, compared to
only 174 for the total portfolio

= However, enother 64 of the portfolio 15 comprised of ALL-8 EMB3 (vs. 174 of the total)

= Additionally, 55Y% of Goldman’s portfolio iz concentrated in 2003 vintage assets (compared to 3BY total)

By rating, Goldman's partfolio is barbelled
» 38% of zccets rated AAA (compared to 36%), but 75% are helow lnvecstment Grade (compared 18%)
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CONFIBENTIAL PRELUAINARY DRAFT -~ FOR DISCUSSION PURPOSES

Deutsche Bank Negotiations

Megotiating Position: Since AlG owns the funded portions of the reference CDOs, terminating
Deutsche Bank’s financing facility will involve little negotiation

o Dautsche 1= financing &l(a’s position in /37 deals, inclucing Froject Max (which comprises the vast majority of Deutsche’s
portfolio with AlG)

» AIG believes that there are no early termination penalties for ending the funding facility

= |f it were not terminated, Deutsche Bank™s financing would rcll off J to & years in & staggered fashion [and AlG would
fund the reference CDOs piccemeal over that period)

Concessions: Thus far, Deutsche has not been approached to unwind the facility because of the
liquidity benefit that Deutsche has provided to AlIG

= B=cause Deutsche’s funding commitment to AlG consumes a large amount of firm capital, we believe Deutsche would be
amenzble to some concession on the sales

= Deutsche’'s financing facility has allowed AIG to delay completely funding the Froject Max trade and othar 237 deals
{although AlG has posted ~52.Bbn collateral to Deutsche)

= AlG would be the party to sell the reference CDOs into any structure, after providing to Deutsche the fuil noticnat
balance (mirnus any collateral already posted) that Deuische has funded

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

_ BLACKROCK

SETLHTIONYS




LONFIRENTIAL PRELUAIMARY DRAFT - FOR DISCUSSION PURPOSES

Deutsche Bank Portfolio Overview

Deutsche Bank is the third largest counterparty

* 57.6 billion, representing 114 of total counterparty exposure
= Almest al. of the cxposure 15 comprised of the Project Max CLO, with 15 backed by AdA CMBS / CRE

50. 1 billion in additonal collaterat has been requested, but not posted as of 10724

= Although Project Max is not expected to axperience any principal losse:, collateral posting 1= driven by CMBX
Spreads

= The difference between BlackRock’s model price in the base cese and extreme stress case reflect a higher
discount rate applied to the base case cashflows associated vs. discounting at LIBOR for the extreme strzzs caze

Deutsche’s pertfolio has virtually no forecaost tranche principal fosses in all coses
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Deutsche Bank Portfolio vs. All Portfolios
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Merrill Lynch

oL _ . BLACKROCK

STLHTIONYS




CONFIDENTIAL PRELIAINARY DRAFT - FOR DISCUSSION PURPOSES

Merrill Lynch Negotiations

Negotiating Position: Merrill Lynch feels that its inexpensive financing and collateral received from
AlG limits any incentive to unwind trades at less than par

o Mernll has indicated that 1n some cases 1t has lacked in 1nexpansive, long-term hinancing tor the COOs forwhich 1t has
purchasad protection from AlG. In other cases, Merrill’s financing is short-term

= In discussion: regarding sale of the referance CDO:, Merrill was not willing to extend financing under any terms teo AlG

Concessions: Merrill has been unwilling to sell reference CDOs to AlG below par

o Lika Societa Ganerale, Merrill will Likely be resistant to ceap concessions because they are satisfied with the current
arrangemeant, but may be receptive to a small concession

= Merrill was not interested in tearing up any CDS with AlG z2nd keeping the reference CDOs

Access to the Assets: Based on discussions with traders, Merrill cwns many of the reference CDOs
and finances them with third-party banks and conduits
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CONFIBENTIAL PRELIMINARY DRAFT - FOR DISCUSSION PURPOSES

Merrill Lynch Portfolio Overview

Merrill Lynch is the fourth largest counterparty

* 564 billion, representing 10% of total countarparty exposure

There have been no additional collateral reaquests since 10/24

» iverrill requests collateral in line with its own marks (rether than third-party marks) on the positions

= BlackRock’s arojects the portfolio to perform worse than value: \mplisd by collateral requested

Merrill's portfolic is projected to experience higher tranche principal losses than the total
portfolio under every scenaria

The portfolio is heavily overweight subprime and inner CDOs
= 47% of the portfolic is concentrated in subprime RMBS (compared to 36% overall)
= 20% of the portfolic is comprised of inner CDOs (compared to 10% for the entire portfolio)

= Q)% 15 concentrated in the 2004-2006 vintages icompared to E0L pverall)

Only 19% of the portfolio is rated AAA (compared to 36%), while 25% is below Investment Grade
(compared to 18B% total)
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CONTIDENTIAL PRELIMINARY DRAFT - FOR DISCUSSION PURPOSES

Calyon Negotiations

Negotiating Position: Calyon is highly dependent on AIG collateral posting because of the lower
quality of collateral backing its portfolic, and has been aggressive with collateral requests

« Bacause of independant amounts [|As) of collateral due to bond dewngrades, Calyan’s portfalio 1s well-collaterahized by
AlG

= Calyon has not been receptive to tearing up the CDS with AlG and retaining the credit rick of its CDO positiors

Concessions: Calyon will likely be receptive to a small concession because its portfclio is comprised
aof CDOs backed by lower quality collateral, but would resist deep concessions because of its
avercollateralized position (and because in some cases collateral posting already approaches par)

Access to the Assels: Based on anecdotal information, we believe Calyon owns the reference CDOs

COther Factars:

« Far one transaction in the Calyon portfolic (Davis Square V), the bond's downgrade has resulted in AlG's posting of par
(bond price = 25 and independent amount upon downgrade = 25, reducing the valus to 0)

« AlG has disbuted Calvon's collateral request for other t-ersactions in the portfolio (those with marks from Goldman
Sachs, since AlG does not give Full credit to Goldman™s marks for collateral posting purpeses). In turn, Calyon will not
send the Davis Square v cash CDO to AlG despite the fact that AlG has posted par
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LONFIDENTIAL PRELUAINARY DRAFT - FOR DISCUSSION PURPOSES

Calyon Portfolio Overview

Calyon is the fifth largest counterparty

* 543 billion, representing /% of total counterparty expesure

S0. 3 billion in additional collateral has been requested since 10/24

» Calyon 15 expected to request more collateral due to independent amounts as bonds have been downgraded

= BlackFock’s projected values are significantly higher than Calyon’s collateral requests, 1.2, BlackRoclk expects tha
portiolio to perform better than values implied by callzteral requests

Calyon’s portfolio is forecast to experience higher tranche principal losses in all scenarios, and
exhibits disproportionally worse performance in 2xtreme stress scenarios

The portfolio is heavily overweight subprime and slightly overweight Alt-A
= 567 15 subprime (compared to 364 overall)
= 19% 15 Alt- A, slightly higher than the total portfolio (17Y)

= 234 of the portfolic 15 concentrated in the 2005 vintage (vs. 3875 overall)

Only 22% of the portfalio is rated AAA (compared t0 36%), and 16% Is below Investment Grade
(compared ta 18% total)
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Calyon Portfolio vs. All Portfolios
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CONFIBENTIAL PRELUAINARY DRAFT - FOR DISCUSSION PURPOSES
UBS Negotiations

Megotiating Position: UBS has expressed strong interest in providing seller repeo-financing to facilitate
AlG's purchase of the CDOs in the UBS portfolio

o Although talks are now on hold, the preliminary term sheet contemplated that the difference between par and the
collateral posted would be submitted by AIG 1€ UBS in the form of highly rated CLO collateral, held by LB5 with a 10%
haircut for AAdA-ratsd positions, and a 350 haircut for positions rated AA, A and BEB

« Much of the focus for thea repo transaction centers on Triaxx, a CDO that is nearly half of the UBS portfolio ($1.5bn out of

24.2bn), backed by 927 AAA RMBS collaterat (337 prime [ agency), and is not projected to experience lesses in the
BlackFock stress case, and little loss in the sxtreme stress case (value of 25 1n the extreme stress case when cazh flows
are discounted at the bond coupon)

Concessions: Because a significant portion of the UBS portfeolio {Triaxx) is very high quality with little
expectation of losses, UBS is likely to resist any deep concession

Access to the Assets: Based on negotiations with UBS, we believe that UBS has repo’ed parts of the
portfolio (Triavoc and Ischus), but has access to the reference CDOs
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CONFIDENTIAL PRELIAINARY DRAFT - FOR DISCUSSION PURPOSES

UBS Portfolic Overview

UBS is the sixth largest counterparty

« 547 billion, representing % of total counterparty exposure

S0. 6 billion in additional collateral has been requested since 10/24

« BlackFock expects the portfolio o perform slightly worse than values implied by collateral reguested to date
LUBS’s partfolio is projected to perform in line with the overall poartfoliao in each scenario

The portfolio is heavily overweight prime/agency and Alt- A BMBS, with a concentration in 2005
and 2006 vintages

+ 30% ineach Alt-A and prime fagency (compared to 17% =ach for the overall portfolio)
= The portfolic is overweight 2006 (35% vs. 23% overall) and underweight 2004 (12% vs. 18% overall)

While 43% of the portfolio is rated AAA (compared to 36%), 21% is below Investment Grade
(compared to 18% total)

* AAR assats are found in the Triaxx C0O, while the other CDOs in the portfolio are of significantly lower quality
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