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Out Progress
Under terms of the transactions,
liquidate them. That’s because the instiLehman was also supposed to create
tution holds the most-senior pieces of
reserve funds by directing investor
most of the issues, and therefore has final
capital into U.S. Treasuries or other
say over whether or not to unwind them.
high-quality, short-term paper. The
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idea was to keep that money safe,
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while generating a small yield that could
Still, bondholders are feeling the conbe used to pay interest to noteholders.
sequences of Lehman’s gamble. The lowest
But instead, the bank allegedly set up the reserve funds to funtranches of the deals have already stopped receiving payments,
nel cash into its Lehman Brothers ABS Enhanced Libor Fund,
due to diminished cashflows from the GICs. Recoveries may be
which in turn invested in a variety of structured products —
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tions that other parties will seek claims against the company —
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