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Summary 
GSCP has exposure to subprime RMBS securities in three primary ways(1) : 

• In Warehouses $5.4 BN 

We hold and finance RMBS subprime securities directly and in tranched form (ABS CDOs) as managers 
aggregate a sufficient size portfolio to execute a CDO transaction . 

• Direct Subprime ABS Exposure 

• Tranched CDO Exposure 

- The majority our warehouse exposure is rated "A" or higher. 

• 93% of RMBS Subprime are rated "A" or higher 

• 70% of Tranched COOs are rated "A" or higher 

$2 .7 BN 

$2.7 BN 

• In our Primary Syndicate Book $1.6 BN 

- Unsold positions of newly executed ABS COOs and COO-squared are held in tranched form in our Primary 
Syndicate book. These are actively and aggressively marketed to reduce the positions as quickly as possible . 

• 91 % rated "A" or higher 

• 67% rated " MA" 

• In our Trading Books $2 .7 BN (long only) 
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- Our Secondary CDO Trading Desk and our ABS Correlation Desk hold tranched positions in ABS COOs. The 
Secondary Trading Desk is one of the largest traders of CDOs on Wall Street. and so we hold positions of 
ABS COO securities underwritten by Citigroup and by other Wa ll Street dea lers. Our ABS Correlation Book 
also holds tranched risk on transactions it has executed. Both books have both long and short positions in 
tranches of ABS CDO securities. Therefore, a significant amount of the risk is hedged through short positions 
on tranched product and on various ABX Indicies. 

Total 
11) All balances are as of 3129/07 

$9.7 BN 



Summary 
COO Equity Positions 

• In Warehouses $0.0 MM 

• COO equity is not held in our warehouses 

• In CDO Primary Syndicate Book $1 4 .8 MM 

• In CDO Trading Books $26.5 MM 

Total $41.3 MM 
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Summary - Hedging 
The GSCP business employs five basic strategies to hedge the risk in its business: 

• Risk Sharing 

- Credit risk in the warehouse is mitigated through the terms of our warehouse agreement which generally provide for risk sharing 
with the manager. 

- The manager typically assumes a first loss position and/or posts collateral. 

- In certain circumstances, haircuts are taken against securities financed . 

- Securities are approved by Citigroup before acquisition and monitored for credil quality throughout the life of the warehouse. 

• Distribution 

- Our best risk mitigation strategy for our warehoused securities is deal execution. While we may end up selling securities into the 
market at a discount. that is a much safer. and controllable process than trying to liquidate long positions associated with a failed 
dea l. 

- Citigroup is a leader in the global distribution of structured product. particularly in the hard-la-place mezzanine and equity 
tranches. 

- In the firs t quarter. we be!ieve that we placed more ABS COO securities than any other firm on the street. We priced 13 deals 
totaling S 13.5 8N in volume. 

• COO Shorts 

- Our COO Trading Desk shorts single name ASS COOs to hedge market ri sk 

• ABX Index Trade Shorts 

- The business lakes short positions on the ASX Index to provide an overall hedge to exposure to ASS subprime risk. 

• Single-Name Shorts 

- The business will also hedge its exposure through shorting specific names In the ABS market. 

• Shorts on Bespoke Portfolios 

, 

- The ABS Correlation Desk can also take short positions in the mezzanine Iranches of bespoke portfolios. In addition. we are 
currently marketing bespoke products 10 build the short position of the business. 



Summary 
Capital Charges on Subprime Exposure 
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Warehouse 
Ex-Warehouse Debt 
Ex-Warehouse Equity 

Total 

Position 
5,4000 
1,600.0 

41.3 

7,041 .3 

Value ($MM) 

RAP 
1,100.0 

333.1 
20.7 

1,453.8 

Capital Charge 
88.0 
26.6 

1.7 

116.3 
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Overview 
Understanding the Form of our Exposure 

• Despite market turbulence , GSCP had a record 1Qtr of $260mm, over double that in 10tr 2006. 

• GSCP's exposure to 5ubprime RMBS risk can be in either cash or derivative form. 

• Further, some of our exposure is in direct holdings of RMBS securities (exclusIvely in our warehouses) and some in RMBS 
securities which have been repackaged into "ASS CDOs" or in "CDO-squareds", 

• We generally refer to ASS COOs which hold higher rated tranches of subpnme RMBS securitizations as "high grade­
transactions. In those deals, the average rating of the underlying colla teral is AA. 

• ASS CDOs which hold lower rated tranches of RMBS securitizations (generally BBB I BBB- average) are known as 
"mezzanine" transactions. 

• ABS COOs may also hold assets other than subprime RMBS securitizations, including prime RMBS, CMBS ~lnd tranches 
of other ABS COOs. 

• COO-Squared transactions are comprised entirely of tranches (typically BBB) of other COOs. Some COO-squared 
transactions focus exclusively on repackaging tranches of ASS COOs: others contain a mixture of assets or focus 
exclusively on other asset types. 

• Although we know with certa inty our direct exposure to subprime RMBS risk , the actual tota l exposure to subprime RMBS 
risk is an approximation. due to this "embedding" of exposure through layers of repackaged COOs. Since we aggregate 
our exposure assuming 100% of the ASS COOs and ABS COO-squared transactions consist of subprime assets, our totals 
are overstated. 

• II is important to note that our warehouse includes all vintages of sub prime RMBS and ASS COOs. As a practical matter, it 
is primarily collateral originated in 2006 which is suffering market pressure . 

• 



Overview 
Where Exposure is Found 

• The largest component of our RMBS exposure is found in our warehousing activi ties, wherein managers 
direct the aggregation of a pool of subprime RMBS and COO securities for issuance of ABS COOs and 
COO-squared transactions. 

• Significantly smaller amounts of exposure are found in our primary and secondary trading books, and in 
both cases in the form of ABS COOs or COO-squareds. The primary book holds unsold positions of the 
debt or equity of newly syndicated COOs and the secondary trading desk will hold COOs for ei ther 
trading or hold positions. 

• Finally, we have exposure to subprime RMBS risk in our ABS correlation trading book. This is in the form 
of retained tranches of executed transactions . 

• Super Senior & Liquidity Put Posi tions 
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- The COO desk has exposure to subprime collateral in ABS COOs through its purchase of so-called 
super-senior tranches of transactions. 

- The probability of default is deemed by the rating agencies to be extremely small, so this exposure is 
not aggregated into our total numbers. 

- Liquidity Puts are even less likely to expose the firm to credit risk. due to the contingent nature of 
assuming the super senior exposure. Therefore, this exposure is also excluded from our totals. 

- Both securities are more full y described herein. 
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Warehouse - Subprime Exposure Summary 

Security Type 

RMBS Subprime 
ABS COO 
Total 

• Warehouse faci lilies typically open for 6-9 months. 

Value ($BN) 

2.7 
2.7 
5.4 

As of 3/29/07 

• All positions marked 10 market th rough earnings; losses reversed upon sale of assets to COO. 

• Other ABS Collateral in warehouse includes: 

• 

Security Type 

RMBS Prime 
CMBS 
ABS Non Mortgage 
Total 

Value ($BN) 

1 . 1 
0.3 
0.1 
1.5 



COO Warehouse - Breakdown of Direct RMBS Exposure by Rating 

AAA 
AA 
A 
BBB+ 
BBB 
BBB­
BB 
B 
NR 
Total 

Rating Value 

290,114 
1,333,893 

859,29 1 
47.724 
58,679 
45,311 

1,339 
o 

26,983 
2,663,335 

• All Subprime assets expected to be sold in transactions closing in 02. 

In ·OOOs: as of 3I29,Q7 

• No new mezzanine warehouses (less than an "A" average rating ) are currently being opened . 
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ABS COO Primary Positions - By Rating 

Tranche 

MezzAAA 
JrAAA 
AA 
A+ 

A 
A-
BBB 
BBB-
BB+ 
Equity 
Total 

• Remaining inventory actively marketed for sale . 

• All posi tions marked to market. 

Market Value 

455,999 
565,348 
257,980 

43,581 
49,937 
19,732 
83,744 
12,911 
12,355 
14,835 

1,516,421 

In 'OOOs: as of 3129/07 
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Excluded from Analysis 

• Super Senior Book 
- The CDO desk sometimes purchases the most senior tranche of ASS COO transactions. 

This so-called super-senior tranche IS viewed by the rating agencies to have an extremely low probability of default 
(less than 0.01%). 

The primary risk in the portfolio is mark-ta-market movements. 

- We actively seek to hedge this book through buying protection from highly-rated cQunterparties. 

- Our current open position is $1 4.6 bill ion. 

- Due to the extremely small probability of default, this exposure has been excluded from our totals. 

• Liquidity Puts 

Super Senior Type 

High Grade ABS Term 
Mezz ASS Term 
CDO'2 

Value ($MM) 

4.080 
10,108 

384 
14.572 

As of 3/29/07 

- Citigroup devised an innovative program to enable High Grade ASS transactions to finance the super-senior portion of 
their issuance in the CP market. 

- In these programs. we also provided backstop financing in the event of the occurrence of certain events. 

- As with our super senior exposure, the risk of default is extremely unlikely. In addition, certain market events must also 
occur for us to be required to fund . Therefore, we view these positions to be even less risky than the Super Senior 
Book. 

- Total Net Exposure IS $23.2 BN. 

_ The desk has instituted a novel hedging program where we buy protection against mark-ta-market movements from 

capital market transactions . 



Effect of Mark-to-Market on P&L 



Mark to Market of the COO Warehouse 

• Marking Procedures 

All assets are marked to market on a daily basis. Changes in market value flow through earnings. 

- The aggregate P&L mark-to-market for a warehouse portlolio is reversed upon the completion of the 
CDO transaction . at which time the assets are sold to the CDO vehicle at their origina l acquisition 
cost. 

• Effect of Marks on P&L 

12 

- 13 transactions totaling $13.5 BN in volume closed in Q1 2007 , resulting in reversal of $187 MM MTM 
losses, and recognition of $112 MM of fees. 

- Net Mark-to-market loss on the CDO warehouse portfolio of $160 MM is expected to reverse for the 
rest of 2007 as CDO transactions are closed. 
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