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Subjsct: Money Funds & Lehmar
Below is some color on meney fund willingness to fund Lehman from FRBNY. Please keep very close to
home.
Key takeaway: lots of concern and reassessment of exposure, although we have not seen a wholesale pull back
of lines.

Fve spoken o seversl large money funds this moming end have received somewha mixed reports in lerms of new shifts
in providing funding 1o Lehman. As background, over recent months, funds nave gradually reduced their exposuras to
Lehmar, by reducing or eliminating unsesurad positions, by reducing the tenors and amounts of secured positions, and in
some cases narrowing the types of collaterai accepted for secured lending. In many cases, the only remaining exposures
were overright repo for traditiona! (Fed OMO-eligible} colleteral. Today, of the funds ! heve spoker with thus fer. 2l bt
ong were continuing 1o roll evernight repo for steady amounts. One fund did not roll about $1.5 bilion In overnight
positions for Treasury and agency-MBS repo. They siressed that they saw negligibie risk in maintaining thase positions,
but found i sasiest to eliminale the exposure in the face of inguiries from investors and senior management. Angther
fund, which had maintained small overnicht unsegured positions did not roll hese today, Addiionally, some tax-free
funds which hold structured municipal products for which Lehman is the liguidity provider weare exercising put options io
reduce these positions. Imiportantly, Fidelity, the largest fund complex, stressed that while they hadn't made any
significant shifts vet today, they were still in the process of making decigions and wanted o update me iater in
the day, 50 more to follow...
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