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OATH OR AFFIRMATION

We the undersigned officers and directors of Deutsche Bank Securities Inc., do hereby affirm that, to the best of our knowledge and

belief, the attached consolidated financial statements as of December 31, 2008 and supplementary schedules are true and correct, and

that neither the Company nor any principal officer or director has any proprietary interest in any account classified solely as that of a

customer except as follows:

Accounts of officers, directors and employees are included in receivables from and
payable to customers, since they are subject to the same terms and regulations and, in the

aggregate, are not significant.

In addition, as allied members of the New York Stock Exchange, Inc., we do hereby certify that the attached consolidated financial

statements as of December 31, 2008 and supplementary schedules will promptly be made available to those Deutsche Bank Securities,

Inc. membegs-and allied membgrwhose signatures do not appear below.
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Chief Executive {)fficer
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Chief Financial Officer
! ’ ) SONJA K. OLSEN
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Subscribed and sworn to before me
this L__; day of March 2009
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Facing Page.

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Changes in Financial Condition.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

Statement of Changes in Liabilities Subordinated to Claims or Creditors.

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

An Oath or Affirmation.

A copy of the SIPC Supplemental Report.

Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5 and CFTC Regulation 1.16

**For conditions of confidential treatment of certain portions of this filing, see Section 240.17a-5(e)(3).
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Independent Auditors’ Report
Washington, DC
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The Board of Directors and Stockholder of
Deutsche Bank Securities Inc.:

We have audited the accompanying consolidated statement of financial condition of Deutsche Bank
Securities Inc. and subsidiaries (the Company), an indirect wholly owned subsidiary of Deutsche Bank
AG, as of December 31, 2008, that you are filing pursuant to rule 17a-5 under the Securities Exchange Act
of 1934 and Regulation 1.10 under the Commodity Exchange Act. This consolidated statement of financial
condition is the responsibility of the Company’s management. Our responsibility is to express an opinion
on this consolidated statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated statement of financial condition is free of material misstatement. An audit
includes consideration of internal control over financial reporting as a basis for designing audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the consolidated statement of financial condition, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall statement of financial condition
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Deutsche Bank Securities Inc. and subsidiaries as of
December 31, 2008, in conformity with U.S. generally accepted accounting principles.

KPMme P

March 12, 2009

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Consolidated Statement of Financial Condition
December 31, 2008
(In thousands)

Assets

Cash and cash equivalents

Cash and securities segregated for benefit of customers (includes securities at fair value of $3,514,853)

Securities financing transactions:
Securities purchased under agreements to resell (includes securities at fair value of $40,529,352)
Securities borrowed (includes securities at fair value of $41,128,727)

Financial instruments owned, at fair value (includes securities pledged as collateral of $1,614,396)

Receivables:
Customers
Brokers, dealers, and clearing organizations
Other

Property, plant, and equipment (net of accumulated depreciation of $409,254)
Other assets

Total assets
Liabilities and Stockholder’s Equity

Securities financing transactions:
Securities sold under agreements to repurchase (includes securities at fair value of $41,290,013)
Securities loaned (includes securities at fair value of $155,881)

Payables:
Customers
Brokers, dealers, and clearing organizations
Other

Financial instruments sold, but not yet purchased, at fair value
Other liabilities
Total liabilities
Commitments, contingencies and guarantees
Subordinated liabilities
Stockholder’s equity
Total liabilities and stockholder’s equity

See accompanying notes to consolidated statement of financial condition.

$

$

595,833
7,768,328

49,664,842

79,151,829
128,816,671

83,215,065

1,254,740
8,168,655

10,000,000
19,423,395

675,483

3,918,503
244,413,278

139,422,112

14,293,432
153,715,544

9,960,573
3,090,826

24,022,779
__ 37074178

20,666,438

17,819,041
229,275,201

6,723,400

8,414,677
244,413,278
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DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Notes to Consolidated Statement of Financial Condition
December 31, 2008

Organization

Deutsche Bank Securities Inc. (the Company) is a wholly owned subsidiary of DB U.S. Financial Markets
Holding Corporation (the Parent), a wholly owned subsidiary of Taunus Corporation, which is a direct
subsidiary of Deutsche Bank AG (the Bank), a German corporation. The Company is a registered broker-
dealer with the Securities and Exchange Commission (SEC) and is a member of the Financial Industry
Regulatory Authority (FINRA), various exchanges, and the Securities Investor Protection Corporation
(SIPC). As a futures commission merchant, the Company is registered with the Commodities Futures
Trading Commission (CFTC), is a clearing member of the Chicago Board of Trade, Chicago Mercantile
Exchange, New York Mercantile Exchange and ICE Futures U.S., and is a member of the National Futures
Association.

The Company provides trade execution services for a broad range of domestic and international clients. It
provides securities brokerage and investment advisory services to private clients and institutions and
correspondent clearing services to broker-dealers. The Company provides a variety of capital raising,
market making, and brokerage services for its government, financial institution, and corporate clients,
including fixed income and equity sales and trading, emerging markets activities, equity market research
and investment banking. The Company also executes trading and arbitrage strategies for its own account
using debt, equity, and related derivative instruments.

The Company, like other securities firms, is directly affected by general economic and market conditions,
including fluctuations in volume and price levels of securities, changes in interest rates, and demand for
investment banking, securities brokerage, and other services, all of which have an impact on the
Company’s consolidated statement of financial condition as well as its liquidity.

Significant Accounting Policies
(a) Basis of Presentation

The Company’s consolidated statement of financial condition has been prepared in accordance with
accounting principles generally accepted in the United States of America, which require management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the consolidated statement of financial
condition. The most important of these estimates and assumptions relate to fair value measurements.
Although these, and other, estimates and assumptions are based on the best available information,
actual results could be materially different from these estimates.

The consolidated statement of financial condition includes the accounts of the Company and its
wholly-owned subsidiaries and other entities in which the Company has a controlling financial
interest. The Company’s policy is to consolidate all entities in which it owns more than 50% of the
outstanding voting stock unless it does not control the entity. The Company also consolidates any
variable interest entities for which it is deemed to be the primary beneficiary. All material
intercompany transactions and balances have been eliminated in consolidation.

3 (Continued)



®)

©

@

(@

DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Notes to Consolidated Statement of Financial Condition
December 31, 2008

The consolidated statement of financial condition as of December 31, 2008 reflects $21.1 billion of
assets and liabilities attributable to the Company’s subsidiaries as well as certain elimination and
reclassification adjustments which are not reflected in the Company’s unaudited statement of
financial condition contained in PartIl of SEC Form X-17A-5 which is prepared on an
unconsolidated basis.

In the normal course of business, the Company’s operations may include significant transactions
conducted with affiliated entities. Such transactions are governed by contractual agreements between
the Company and its affiliates.

At December 31, 2008, substantially all of the Company’s assets and liabilities were carried at either
market or fair value or at amounts which approximate such values. Assets and liabilities recorded at
market or fair value include cash equivalents, financial instruments owned, and financial instruments
sold, not yet purchased and certain securities financing transactions. Assets and liabilities recorded at
contractual amounts that approximate market or fair value include certain securities financing
transactions, other receivables and payables and subordinated liabilities. The market values of such
items are not materially sensitive to shifts in market interest rates because of the limited term to
maturity of many of these instruments and/or their variable interest rates.

Cash and Cash Equivalents

The Company defines cash equivalents as short-term, highly liquid securities and interest-earning
deposits with original maturities of three months or less, except for those used for trading purposes.

Cash and Securities Segregated for Benefit of Customers

Cash and securities segregated for benefit of customers include cash and securities segregated in
compliance with Federal and other regulations and represent funds deposited by customers and funds
accruing to customers as a result of trades or contracts. Also included are funds segregated and held
in separate accounts in accordance with Section 4d(2) and Regulation 30.7 of the Commodity
Exchange Act.

Financial Instruments

Substantially all “Financial instruments owned, at fair value” and “Financial instruments sold, but
not yet purchased, at fair value” are reflected in the consolidated statement of financial condition at
fair value on a trade date basis.

Other Financial Assets and Financial Liabilities at Fair Value

The Company adopted the provisions of Statement of Financial Accounting Standards (“SFAS”)
No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities”, effective
January 1, 2008. SFAS No. 159 provides entities the option to measure certain financial assets and
financial liabilities at fair value with changes in fair value recognized in earnings each period. SFAS
No. 159 permits the fair value option election on an instrument-by-instrument basis at initial
recognition of an asset or liability or upon an event that gives rise to a new basis of accounting for

4 (Continued)



DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Notes to Consolidated Statement of Financial Condition
December 31, 2008

that instrument. In addition to “Financial instruments owned, at fair value” and “Financial
instruments sold, but not yet purchased, at fair value”, the Company has elected to account for
certain of its securities financing transactions and the debt related to consolidated variable interest
entities at fair value under the fair value option.

Fair Value Measurements

The fair value of a financial instrument is the amount that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date
(the exit price). Financial assets are marked to bid prices, and financial liabilities are marked to
offer prices. Fair value measurements do not include transaction costs.

SFAS No. 157, “Fair Value Measurements,” establishes a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements)
and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair
value hierarchy under SFAS No. 157 are described below:

Basis of Fair Value Measurement

Level 1 Unadjusted quoted prices in active markets that are accessible at the
measurement date for identical, unrestricted assets or liabilities;

Level 2 Quoted prices in markets that are not considered to be active or financial
instruments for which all significant inputs are observable, either directly or
indirectly;

Level 3 Prices or valuations that require inputs that are both significant to the fair value
measurement and unobservable.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement.

The Company defines active markets for equity instruments based on the average daily trading
volume both in absolute terms and relative to the market capitalization for the instrument. The
Company defines active markets for debt instruments based on both the average daily trading
volume and the number of days with trading activity.

During the fourth quarter of 2008, both the FASB and the staff of the SEC re-emphasized the
importance of sound fair value measurement in financial reporting. In October 2008, the FASB
issued FASB Staff Position (FSP) No. FAS 157-3, “Determining the Fair Value of a Financial Asset
When the Market for That Asset is Not Active.” This statement clarifies that determining fair value
in an inactive or dislocated market depends on facts and circumstances and requires significant

5 (Continued)



DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Notes to Consolidated Statement of Financial Condition
December 31, 2008

management judgment. This statement specifies that it is acceptable to use inputs based on
management estimates or assumptions, or for management to make adjustments to observable inputs,
to determine fair value when markets are not active and relevant observable inputs are not available.
For instruments classified in level 3 of the fair value hierarchy, had there been a ready market for
such instruments at December 31, 2008, such market conditions could have had a significant impact
on the Company's estimate of fair value. The Company’s fair value measurement policies are
consistent with the guidance in FSP No. FAS 157-3.

In determining fair value, the Company separates its “Financial instruments owned, at fair value”
and its “Financial instruments sold, but not yet purchased, at fair value” into two categories: cash
instruments and derivative contracts.

e Cash Instruments - the Company’s cash instruments are generally classified within level 1 or
level 2 of the fair value hierarchy because they are valued using quoted market prices, broker or
dealer quotations, or alternative pricing sources with reasonable levels of price transparency.
The types of instruments valued based on quoted market prices in active markets include most
U.S. government and sovereign obligations, active listed equities and certain money market
securities. Such instruments are generally classified within level 1 of the fair value hierarchy. In
accordance with SFAS No. 157, the Company does not adjust the quoted price for such
instruments, even in situations where the Company holds a large position and a sale could
reasonably impact the quoted price.

The types of instruments that trade in markets that are not considered to be active, but are valued
based on quoted market prices, broker or dealer quotations, or alternative pricing sources with
reasonable levels of price transparency include most government agency securities, investment-
grade corporate bonds, certain mortgage products and whole loans, certain bank and bridge
loans, less liquid listed equities, state, municipal and provincial obligations, and certain money
market securities. Such instruments are generally classified within level 2 of the fair value
hierarchy.

Certain cash instruments are classified within level 3 of the fair value hierarchy because they
trade infrequently and therefore have little or no price transparency. Such instruments include
private equity and real estate fund investments, less liquid corporate debt securities and other
debt obligations (including less liquid high-yield corporate bonds, distressed debt instruments
and collateralized debt obligations (CDOs) backed by corporate obligations), certain whole loans
and securities (backed by either commercial or residential real estate). The transaction price is
initially used as the best estimate of fair value. Accordingly, when a pricing model is used to
value such an instrument, the model is adjusted so that the model value at inception equals the
transaction price. This valuation is adjusted only when changes to inputs and assumptions are
corroborated by evidence such as transactions in similar instruments, completed or pending
third-party transactions in the underlying investment or comparable entities, subsequent rounds
of financing, recapitalizations and other transactions across the capital structure, offerings in the
equity or debt capital markets, and changes in financial ratios or cash flows.

6 (Continued)



DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Notes to Consolidated Statement of Financial Condition
December 31, 2008

For positions that are not traded in active markets or are subject to transfer restrictions,
valuations are adjusted to reflect illiquidity and/or non-transferability. Such adjustments are
generally based on available market evidence. In the absence of such evidence, management’s
best estimate is used.

Recent market conditions, particularly in the fourth quarter of 2008 (characterized by
dislocations between asset classes, elevated levels of volatility, and reduced price transparency),
have increased the level of management judgment required to value cash trading instruments
classified within level 3 of the fair value hierarchy. In particular, management’s judgment is
required to determine the appropriate risk-adjusted discount rate for cash trading instruments
with little or no price transparency as a result of decreased volumes and lower levels of trading
activity. In such situations, the Company’s valuation is adjusted to approximate rates which
market participants would likely consider appropriate for relevant credit and liquidity risks. Due
to the level of management judgment and estimate used in the valuation of cash instruments
included within level 3 of the fair value hierarchy, it is possible that other market participants
could determine a materially different estimate of fair value for such instruments.

Derivative Contracts - derivative contracts can be exchange-traded or over-the-counter (OTC).
Exchange-traded derivatives typically fall within level 1 or level 2 of the fair value hierarchy
depending on whether they are deemed to be actively traded or not. The Company generally
values exchange-traded derivatives using models which calibrate to market-clearing levels and
eliminate timing differences between the closing price of the exchange-traded derivatives and
their underlying instruments. In such cases, exchange-traded derivatives are classified within
level 2 of the fair value hierarchy.

OTC derivatives are valued using market transactions and other market evidence whenever
possible, including market-based inputs to models, model calibration to market clearing
transactions, broker or dealer quotations or alternative pricing sources with reasonable levels of
price transparency. Where models are used, the selection of a particular model to value an OTC
derivative depends upon the contractual terms of, and specific risks inherent in, the instrument as
well as the availability of pricing information in the market. The Company generally uses
similar models to value similar instruments. Valuation models require a variety of inputs,
including contractual terms, market prices, yield curves, credit curves, measures of volatility,
prepayment rates and correlations of such inputs. For OTC derivatives that trade in liquid
markets, such as generic forwards, swaps and options, model inputs can generally be verified and
model selection does not involve significant management judgment. OTC derivatives are
classified within level 2 of the fair value hierarchy when all of the significant inputs can be
corroborated to market evidence.

Certain OTC derivatives trade in less liquid markets with limited pricing information, and the
determination of fair value for these derivatives is inherently more difficult. Such instruments
are classified within level 3 of the fair value hierarchy. Where the Company does not have

7 (Continued)



DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Notes to Consolidated Statement of Financial Condition
December 31, 2008

corroborating market evidence to support significant model inputs and cannot verify the model to
market transactions, the transaction price is initially used as the best estimate of fair value.
Accordingly, when a pricing model is used to value such an instrument, the model is adjusted so
that the model value at inception equals the transaction price. The valuations of these less liquid
OTC derivatives are typically based on level 1 and/or level 2 inputs that can be observed in the
market, as well as unobservable level 3 inputs. Subsequent to initial recognition, the Company
updates the level 1 and level 2 inputs to reflect observable market changes, with resulting gains
and losses reflected within level 3. Level 3 inputs are only changed when corroborated by
evidence such as similar market transactions, third-party pricing services and/or broker or dealer
quotations, or other empirical market data. In circumstances where the Company cannot verify
the model value to market transactions, it is possible that a different valuation model could
produce a materially different estimate of fair value.

When appropriate, valuations are adjusted for various factors such as liquidity, bid/offer spreads
and credit considerations. Such adjustments are generally based on available market evidence.
In the absence of such evidence, management’s best estimate is used.

(&) Securities Financing Transactions

Securities financing transactions consist of the following:

Resale and Repurchase Agreements - securities purchased under agreements to resell (reverse
repurchase agreements) and securities sold under agreements to repurchase
(repurchase agreements) are accounted for as collateralized financing transactions and are
recorded at their contractual amounts, plus accrued interest. The Company’s policy is to obtain
possession of collateral with a market value equal to or in excess of the principal amount loaned
under reverse repurchase agreements. To ensure that the market value of the underlying
collateral remains sufficient, collateral is valued daily, and the Company may require
counterparties to deposit additional collateral or return collateral pledged, when appropriate.
Substantially all repurchase and reverse repurchase activities are transacted under master netting
agreements that give the Company the right, in the event of default, to liquidate collateral held
and offset receivables and payables with the same counterparty. Interest earned on reverse
repurchase agreements and interest incurred on repurchase agreements are reported as interest
revenues and interest expense, respectively.

As noted above, certain resale and repurchase agreements are carried in the consolidated
statement of financial condition at fair value under SFAS No. 159. Resale and repurchase
agreements are generally valued based on inputs with reasonable levels of price transparency and
are classified within level 2 of the fair value hierarchy.

Reverse repurchase and repurchase agreements with common counterparties, along with their
respective interest receivables and payables, are reported net by counterparty, when applicable,
pursuant to the provisions of Financial Accounting Standards Board (FASB) Interpretation

8 (Continued)
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DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Notes to Consolidated Statement of Financial Condition
December 31, 2008

No. 41, “Offsetting of Amounts Related to Certain Repurchase and Reverse Repurchase
Agreements” (FIN 41). At December 31, 2008, the Company’s reverse repurchase and
repurchase agreements reflected approximately $23.2 billion of netting pursuant to FIN 41.

In accordance with SFAS No. 140, “Accounting for Transfers and Servicing of Financial Assets
and Extinguishment of Liabilities”, $471.3 million of U.S. Government securities are pledged as
collateral under repurchase agreements which the counterparty is permitted to sell or re-pledge.
Additionally, $62.2 billion of U.S. Government and corporate securities have been pledged as
collateral under agreements to repurchase for which the counterparty does not have the right to
sell or re-pledge.

e Securities Borrowed and Loaned — securities borrowed and loaned transactions are recorded at

the amount of cash collateral advanced or received. Securities borrowed transactions require the
Company to provide the counterparty with collateral in the form of cash, letters of credit, or other
securities. The Company receives collateral in the form of cash or other securities for securities
loaned transactions. On a daily basis, the Company monitors the market value of securities
borrowed or loaned against the collateral value and the Company may require counterparties to
deposit additional collateral or return collateral pledged, when appropriate. Fees received or paid
are reported in interest revenues and interest expense, respectively.

As these arrangements generally can be terminated on demand, they exhibit little, if any,
sensitivity to changes in interest rates. Certain securities borrowed and loaned transactions are
recorded at fair value under SFAS No. 159. These securities borrowed and loaned transactions
are generally valued based on inputs with reasonable levels of price transparency and are
classified within level 2 of the fair value hierarchy.

Receivables and Payables — Customers

Receivables from and payables to customers include amounts due on cash and margin transactions.
Securities owned by customers, including those that collateralize margin or similar transactions are
not reflected on the consolidated statement of financial condition.

Receivables and Payables — Other

Other receivables and payables, consisting primarily of loans receivable and payable, are presented
on the consolidated statement of financial condition at their outstanding unpaid principal balances.
These loans are predominantly made with affiliates.

Foreign Currency Translation

Assets and liabilities denominated in non-U.S. dollar currencies are translated into U.S. dollar
equivalents using year-end spot foreign exchange rates.

9 (Continued)
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DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Notes to Consolidated Statement of Financial Condition
December 31, 2008

Stock Awards and Incentive Compensation

The Bank has a share ownership program granting certain employees of the Company special stock
awards and incentives as part of their total compensation. In accordance with SFAS No. 123R,
Share-Based Payment, a revision of SFAS No. 123, Accounting for Stock-Based Compensation, the
Company records compensation expense for share-based awards that do not require future services,
and share-based awards that require future service are amortized into expense over the relevant

service period.

Exchange Memberships

Exchange memberships are recorded at cost, less impairment, and are included in other assets on the
accompanying consolidated statement of financial condition.

Property, Plant, and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation and amortization.
Depreciation of furniture, fixtures, equipment, and computer software is computed using the
straight-line method over their estimated useful lives of three to seven years. Buildings are
depreciated on a straight-line basis over their estimated useful lives of twenty-seven years. Leasehold
improvements are amortized on a straight-line basis over the terms of the leases or the estimated
useful lives of the improvements, whichever is shorter.

Income Taxes

The results of the Company and its wholly owned subsidiaries are included in the consolidated
U.S. federal income tax return, and certain combined and unitary state tax returns of its parent, the
Taunus Corporation. Pursuant to a tax sharing agreement, income taxes are computed on a separate
company basis. In addition, the Company files tax returns in certain states on a stand alone basis.
Further, the Company is reimbursed on a current basis by its parent, the Taunus Corporation, for the
value of any federal taxable losses of the Company.

The Company provides for income taxes on all transactions that have been recognized in the
consolidated statement of financial condition in accordance with SFAS No. 109, “Accounting for
Income Taxes”. Accordingly, deferred taxes are adjusted to reflect the tax rates at which future
taxable amounts will likely be settled or realized. The effects of tax rate changes on future deferred
tax liabilities and deferred tax assets, as well as other changes in income tax laws, are recognized in
the period during which such changes are enacted. Deferred tax assets are recognized subject to
management’s judgment that realization is more likely than not. Deferred tax assets and liabilities are
included in other assets and liabilities, respectively, on the consolidated statement of financial
condition.

In June 2006, the Financial Accounting Standards Board issued Interpretation No. 48, “Accounting
for Uncertainty in Income Taxes, an Interpretation of FASB statement No. 109” (FIN 48). FIN 48
clarifies the accounting for uncertainty in income taxes recognized in a company’s financial
statements and prescribes a recognition threshold and measurement attribute for the financial

10 (Continued)
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DEUTSCHE BANK SECURITIES INC.
(A Wholly Owned Subsidiary of
Deutsche Bank AG)

Notes to Consolidated Statement of Financial Condition
December 31, 2008

statement recognition and measurement of a tax position taken or expected to be taken in a tax
return. The Interpretation also provides guidance on de-recognition, classification, interest and
penalties, disclosure and transition. On January 1, 2007 the Company adopted FIN 48. There was no
impact on adoption.

Variable Interest Entities

In the normal course of business, the Company enters into a variety of transactions with Variable
Interest Entities (VIEs). The applicable accounting guidance requires the Company to perform a
qualitative and quantitative analysis of a VIE to determine whether it is the primary beneficiary of
the VIE and, therefore, must consolidate the VIE under FASB Interpretation No. 46, “Consolidation
of Variable Interest Entities (revised December 2003) (FIN 46-R) . In performing this analysis, the
Company makes assumptions regarding future performance of assets held by the VIE, taking into
account estimates of credit risk, estimates of the fair value of assets, timing of cash flows, and other
significant factors. It should also be noted that although a VIE’s actual results may differ from
projected outcomes, a revised consolidation analysis is not required.

Recent Accounting Developments

In February 2008, the FASB issued FSP No. FAS 140-3, “Accounting for Transfers of Financial
Assets and Repurchase Financing Transactions.” FSP No. FAS 140-3 requires an initial transfer of
a financial asset and a repurchase financing that was entered into contemporaneously or in
contemplation of the initial transfer to be evaluated as a linked transaction under SFAS No. 140
unless certain criteria are met, including that the transferred asset must be readily obtainable in the
marketplace. FSP No. FAS 140-3 is effective for fiscal years beginning after November 15, 2008,
and is applicable to new transactions entered into after the date of adoption. Early adoption is
prohibited. The Company is currently evaluating the potential impact of adopting FSP No. FAS
140-3.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and
Hedging Activities — an amendment of FASB Statement No. 133.” SFAS No. 161 requires enhanced
disclosures about an entity’s derivative and hedging activities, and is effective for financial
statements issued for reporting periods beginning after November 15, 2008, with early application
encouraged. Since SFAS No. 161 requires only additional disclosures concerning derivatives and
hedging activities, the adoption of SFAS No. 161 will not affect the Company’s financial condition.

In September 2008, the FASB issued FSP No. FAS 133-1 and FIN No. 45-4, “Disclosures about
Credit Derivatives and Certain Guarantees: An Amendment of FASB Statement No. 133 and FASB
Interpretation 45; and Clarification of the Effective Date of FASB Statement No. 161.” FSP No.
FAS 133-1 and FIN No. 45-4 requires enhanced disclosures about credit derivatives and guarantees
and amends FIN No. 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others” to exclude credit derivative instruments
accounted for at fair value under SFAS No. 133. The FSP is effective for financial statements issued
for reporting periods ending after November 15, 2008. Since FSP No. FAS 133-1 and FIN No. 45-4
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only requires additional disclosures concerning credit derivatives and guarantees, the adoption of
FSP No. FAS 133-1 and FIN No. 45-4 did not have an effect on the Company’s financial condition.

In October 2008, the FASB issued FSP No. FAS 157-3, "Determining the Fair Value of a Financial
Asset When the Market for That Asset Is Not Active.” FSP No. FAS 157-3 clarifies the application of
SFAS No. 157 in an inactive market, without changing its existing principles. The FSP was
effective immediately upon issuance. The adoption of FSP No. FAS 157-3 did not have an effect on
the Company’s financial condition.

In December 2008, the FASB issued FSP No. FAS 140-4 and FIN 46(R)-8, "Disclosures by Public
Entities (Enterprises) about Transfers of Financial Assets and Interests in Variable Interest
Entities.” FSP No. FAS 140-4 and FIN 46(R)-8 requires enhanced disclosures about transfers of
financial assets and interests in variable interest entities. The FSP is effective for interim and annual
periods ending after December 15, 2008. Since the FSP requires only additional disclosures
concerning transfers of financial assets and interests in variable interest entities, adoption of the FSP
did not affect the Company’s financial condition.

Financial Instruments

The following table sets forth the Company’s financial instruments owned, at fair value, including those
pledged as collateral, and financial instruments sold, but not yet purchased, at fair value (in thousands):

Assets Liabilities

U.S. Government and agency obligations $ 46,002,841 10,341,530
Corporate obligations 19,354,671 2,591,008
Equities 3,638,575 2,058,483
Contractual agreements 10,881,774 5,673,837
Commercial paper and other money market instruments 2,715,156 —
State and municipal bond obligations 622,048 1,580

$ 83,215,065 20,666,438

Derivative Activities

Derivative contracts (Contractual agreements) are instruments, such as futures, forwards, swaps or option
contracts that derive their value from underlying assets, indicies, reference rates or a combination of these
factors. Derivative contracts may be privately negotiated contracts, which are often referred to as
over-the-counter (OTC) derivatives, or they may be listed and traded on an exchange. Derivatives may
involve future commitments to purchase or sell financial instruments, or to exchange currency or interest
payment streams. The amounts exchanged are based on the specific terms of the contract with reference to
specified rates, securities, currencies or indicies.
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Substantially all of the Company’s derivative transactions are entered into for trading purposes, to facilitate
customer transactions, to take proprietary positions or as a means of risk management. Risk exposures are
managed through diversification, by controlling position sizes and by establishing hedges in related
securities or derivatives.

The fair value of derivative contractual agreements included in the above table is set forth below
(in thousands):

Assets Liabilities

Option contracts $ 2,223,627 4,092,329
Forward settlement contracts (TBA's) 415,961 —
Swap agreements 8,232,774 1,581,508
Other (Swaptions and Caps) 9,412 —
$ 10,881,774 5,673,837

The Company generally enters into International Swaps and Derivative Association, Inc. master
agreements or their equivalent with each of its counterparties, whenever possible. These master netting
agreements provide protection in bankruptcy in certain circumstances and to further reduce default risk, the
Company requires collateral, generally cash or securities in connection with its derivative transactions.

Fair Value Measurements

The following table sets forth by level within the fair value hierarchy “Financial instruments owned, at fair
value,” “Financial instruments sold, but not yet purchased, at fair value” and other financial assets and
financial liabilities accounted for at fair value under SFAS No. 159 as of December 31, 2008 (in
thousands). Refer to Note 2 for further information on the fair value hierarchy. As required by SFAS No.
157, assets and liabilities are classified in their entirety based on the lowest level of input that is significant
to the fair value measurement.
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Netting and
Level 1 Level 2 Level 3 Collateral Total
Assets:
Cash and securities segregated for benefit of customers 3 - 3,514,853 - - 3,514,853
Securities financing transactions - 81,658,079 - - 81,658,079
Financial instruments owned:
US Government and agency obligations 12,647,888 32,806,115 548,838 - 46,002,841
Corporate obligations 2,489 16,145,976 3,206,206 - 19,354,671
Equities 3,107,411 435,075 96,089 - 3,638,575
Contractual agreements 10,108,174 6,322,629 2,384,821 (7,933,850) 10,881,774
Commercial paper and money market funds - 2,715,156 - - 2,715,156
State and municipal bond obligations 250 619,090 2,708 - 622,048
Total financial instruments owned 25,866,212 59,044,041 6,238,662 (7,933,850) 83,215,065
Securities received as collateral - 69,908 - - 69,908
Total assets at fair value $ 25,866,212 144,286,881 6,238,662 (7,933,850) 168,457,905
Liabilities:
Securities financing transactions 3 - 41,445,894 - - 41,445,894
Financial instruments sold, not yet purchased:
US Government and agency obligations 7,197,100 3,144,430 - - 10,341,530
Corporate obligations 5 2,591,003 - - 2,591,008
Equities 2,035,778 22,705 - - 2,058,483
Contractual agreements 11,667,293 1,741,195 199,199 (7,933,850) 5,673,837
State and municipal bond obligations 326 1,254 - - 1,580
Total financial instruments sold, not yet purchased 20,900,502 7,500,587 199,199 (7,933,850) 20,666,438
Debt issued (included in other payables) - 1,773,771 1,092,262 - 2,866,033
Obligation to return securities collateral - 69,908 - - 69,908
Total liabilities at fair value $ 20,900,502 50,790,160 1,291,461 (7,933,850) 65,048,273

Financial Instruments not Measured at Fair Value

Certain of the Company’s financial assets and liabilities are not measured at fair value on a recurring basis
but nevertheless are recorded at amounts that approximate fair value due to their liquid or short-term

nature.

Fair Value Option

The following table presents information about the eligible instruments for which the Company elected the
fair value option and for which a transition adjustment was recorded as of January 1, 2008 (in thousands):
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Transition Carrying Value of
Adjustment Instrument at
Carrying Value of to Retained January 1, 2008
Instrument at Earnings (after Adoption of
January 1, 2008 Gain (Loss) SFAS 159)
Assets:
Securities financing transactions $ 221,079,685 38,437 221,118,122
Liabilities:
Securities financing transactions $ (134,980,794) 91,177) (135,071,971)
Cumulative effect of adoption of the
fair value option before taxes (52,740)
Deferred taxes 23,022
Cumulative effect of adoption of the
fair value option $ (29,718)

Securities Pledged as Collateral and Obligations to Return Collateral

The Company pledges firm-owned assets to collateralize repurchase agreements and other secured
financings. Pledged securities that can be sold or repledged by the secured party are parenthetically
disclosed in financial instruments owned on the consolidated statement of financial condition.

In transactions where the Company acts as a lender in a securities lending agreement and receives
securities that can be pledged or sold as collateral, it recognizes an asset on the consolidated statement of
financial condition, representing the securities received, and a liability for the same amount, representing
the obligation to return those securities. At December 31, 2008, included in other assets and other liabilities
on the accompanying consolidated statement of financial condition was approximately $69.9 million
resulting from these transactions.

As of December 31, 2008, the Company has received collateral of $76.3 billion and $89.1 billion under
agreements to resell and securities borrowed, respectively, of which $34.8 billion and $350.3 million, has
been re-pledged as collateral under agreements to repurchase and securities loaned, respectively.

Securitization Activities and Variable Interest Entities
Securitization Activities

The Company engages in securitization activities related to commercial and residential mortgage loans and
other types of financial assets. Special purposes entities (SPE’s), also known as Variable Interest Entities
(VIE’s) are typically used in these securitization transactions. The Company does not consolidate certain
SPE’s, known as Qualified Special Purpose Entities (QSPEs), if these SPE’s meet certain characteristics
defined in SFAS No. 140, “dccounting for Transfers and Servicing of Financial Assets and
Extinguishment of Liabilities”. In connection with securitization activities, the Company transfers financial
assets to QSPE’s in exchange for cash, which is funded by beneficial interests issued by the QSPE’s to
third parties and the Company’s retained interests in the financial assets transferred.
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- The outstanding principle amount of the underlying collateral and fair value of retained interests in QSPEs,
to which the Company, acting as the transferor, has transferred financial assets and received sales
treatment at December 31, 2008 were $3.7 billion and $533 million, respectively.

The Company has not provided non-contractual support to any QSPE’s in 2008 and has not provided any
implicit support arrangements with QSPE’s.

The retained interests are classified as financial instruments owned in the consolidated statement of
financial condition and are measured at fair value in the consolidated statement of operations.

The following table sets forth the weighted average key economic assumptions used in measuring the fair
value of the Company’s retained interests and the sensitivity of this fair value to immediate adverse
changes of 10% and 20% in those assumptions at December 31, 2008 (in thousands):

Mortgage-
Backed

Fair value of retained interests $ 533,145

Constant prepayment rate 8.97%
Impact of 10% adverse change $ (3,156)
Impact of 20% adverse change (5,848)
Anticipated credit losses 5.69%
Impact of 10% adverse change $ (3,936)
Impact of 20% adverse change (7,369)
Discount rate 17.53%
Impact of 10% adverse change $ (16,758)
Impact of 20% adverse change (32,151)

Variable Interest Entities

The Company, in the ordinary course of business, creates or transacts with entities that are considered
VIE’s. The Company also purchases and sells variable interests in VIE’s and QSPE’s, which primarily
issue mortgage-backed and other asset backed securities in connection with its market making activities
and making investments in VIE’s and QSPE’s that hold performing and nonperforming debt, equity and
other assets. QSPE’s are exempt from the requirements of FIN 46R. For securitization vehicles that do
not qualify as QSPE’s, the holders of the beneficial interests have no recourse to the Company, only to
the assets held by the related VIE’s. Substantially all of the consolidated assets of the VIE act as the
collateral for the related consolidated liabilities.
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When evaluating whether the Company is the primary beneficiary of a VIE and must therefore
consolidate the entity, the Company performs a qualitative analysis that considers the design of the VIE,
the nature of the Company’s involvement and the variable interests held by other parties. If that
evaluation is inconclusive as to which party absorbs a majority of the entity’s expected losses or residual
returns, a quantitative analysis is performed to determine who is the primary beneficiary.

The Company consolidates VIE’s in which the Company is the primary beneficiary. The following table
presents information, as of December 31, 2008, about the Company’s total assets and maximum
exposure to loss (in thousands) associated with VIE’s which the Company consolidates. The Company
generally accounts for the assets held by the VIE’s as financial instruments owned and the liabilities of
the entities as other payables in the consolidated statement of financial condition.

VIE Assets that the
Company Maximum Exposure
Consolidates of Debt Interests
Residential mortgages $ 6,782,170 3,916,138
Asset-backed securities 72,421 2,022
Total $ 6,854,591 3,918,160

The following table presents information, as of December 31, 2008, about the Company’s total assets
and maximum exposure to loss (in thousands) associated with non-consolidated VIE’s, in which the
Company had significant variable interests:

Carrying Value of
Variable Interests Maximum Exposure
Held of Debt Interests
Residential mortgages $ 355,936 355,936
Commercial mortgages 1,016,593 1,016,593
Total $ 1,372,529 1,372,529

The Company’s maximum exposure to loss presented in the preceding tables does not reflect the benefit
of offsetting financial instruments that are held to mitigate the risks associated with these variable
interests.
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Receivable from and Payable to Brokers, Dealers, and Clearing Organizations

Amounts receivable from and payable to brokers, dealers, and clearing organizations as of December 31,
2008 consist of the following (in thousands):

Receivable Payable
Securities failed to deliver/receive $ 1,652,763 2,531,235
Payable to clearing broker — 313,969
Receivable from clearing organizations 4,610,860 ——
Other 1,905,032 245,622
$ 8,168,655 3,090,826

The Company clears certain of its proprietary and customer transactions through other broker-dealers on a
fully disclosed basis. The amount payable to the clearing broker relates, in part, to the above-mentioned
transactions and is collateralized by securities owned by the Company.

Receivables and Payables — Other

As of December 31, 2008, all of the Company’s receivables, aggregating approximately $10.0 billion, were
with affiliates, unsecured and were overnight or short-term.

The Company maintains an uncommitted bank loan facility whereby it may borrow funds on an unsecured
or secured basis from the Bank at various rates approximating the Federal Funds rate of interest. At
December 31, 2008, all but $4.1 billion of the Company’s borrowings, aggregating approximately $24.0
billion, which are included in other payables in the accompanying consolidated statement of financial
condition were with affiliates and were unsecured. At December 31, 2008, the weighted average interest
rate on these borrowings was approximately 1.58%. In addition, approximately $19.9 billion of the
borrowings were overnight or short-term.

Additionally, the Company has an uncommitted facility with external banks permitting borrowing on an
unsecured and secured basis for up to $2.1 billion. As of December 31, 2008, $1.4 billion of this facility
was utilized for letters of credit posted with clearing organizations on an unsecured basis.
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Related-Party Transactions

The Company is involved in significant financing and other transactions, and has significant related party
balances with certain of its affiliates. The Company generally enters into these transactions in the ordinary
course of business and believes that these transactions are generally on market terms that could be obtained
from unrelated third parties. Related party financing transactions are also discussed in notes 5 and 14.

(a) Related-Party Assets and Liabilities
The following table sets forth related party assets and liabilities as of December 31, 2008
(in thousands):
Assets:
Cash and cash equivalents $ 572,693
Cash and securities segregated for benefit of customers 1,007,058
Securities purchased under agreements to resell 11,581,376
Securities borrowed 520,459
Financial instruments owned - contractual agreements 8,082,455
Receivable from customers 53,330
Receivable from brokers, dealers, and clearing organizations 3,135,075
Receivables - other 10,000,000
Other assets 1,080,205

$ 36,032,651
Liabilities:
Securities sold under agreements to repurchase $ 25,996,921
Securities loaned 12,801,717
Payable to customers 592,585
Payable to brokers, dealers, and clearing organizations 627,981
Payables - other 20,000,531
Financial instruments sold - contractual agreements 1,195,453
Other liabilities 15,445,315
Subordinated liabilities 6,723,400
$ 83,383,903
Categories of Risk
(a) Market Risk

Market risk is the potential loss the Company may incur as a result of changes in the market value of
a particular instrument. All financial instruments, including derivatives and short sales, are subject to
market risk. The Company’s exposure to market risk is determined by a number of factors, including
the size, duration, composition, and diversification of positions held, the absolute and relative levels
of interest rates and foreign currency exchange rates as well as market volatility and illiquidity. For
instruments such as options and warrants, the time period during which the options or warrants may
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be exercised and the relationship between the current market price of the underlying instrument and
the option’s or warrant’s contractual strike or exercise price also affects the level of market risk. A
significant factor influencing the overall level of market risk to which the Company is exposed is its
use of hedging techniques to mitigate such risk. The Company manages market risk by setting risk
limits and monitoring the effectiveness of its hedging policies and strategies.

Credit Risk

The Company acts as a dealer of securities in the global capital markets and, consequently, has credit
risk for the timely repayment of principal and interest regarding its holdings of securities. Credit risk
is measured by the loss the Company would record if its counterparties failed to perform pursuant to
the terms of their contractual obligations and the value of collateral held, if any, was not adequate to
cover such losses. Specifically, the Company’s potential credit loss exposure for contractual
commitments is equal to the market or fair value of contractual commitments that are in a net asset
position less the effect of master netting agreements. The Company has established controls to
monitor the creditworthiness of counterparties, as well as the quality of pledged collateral, and uses
master netting agreements whenever possible to mitigate the Company’s exposure to counterparty
credit risk. The Company may require counterparties to submit additional collateral when deemed
necessary. The Company also enters into collateralized financing agreements in which it extends
short-term credit, primarily to major financial institutions. The Company controls the collateral
pledged by the counterparties, which consists largely of securities issued by the U.S. Government or
its agencies.

The notional amounts of contractual commitments do not represent exposure to credit risk. Credit
risk associated with futures contracts is limited since all transactions are guaranteed by the exchange
on which they are traded and daily cash settlements by all counterparties are required for changes in
the market value of open contracts. The Company’s purchased exchange issued options also possess
low credit risk due to guarantee of performance by the issuing exchange. Negotiated contractual
commitments, such as forwards, and certain OTC options possess greater exposure to credit risk
since cash settlement is not normally required on a daily basis and, therefore, counterparty credit
quality and the value of pledged collateral are essential elements in controlling the Company’s risk.

Concentrations of credit risk from financial instruments, including contractual commitments, exist
when groups of issuers or counterparties have similar business characteristics or are engaged in like
activities that would cause their ability to meet their contractual commitments to be adversely
affected, in a similar manner, by changes in the economy or other market conditions. As a financial
intermediary, the Company regularly transacts business with, and owns securities issued by, a broad
range of governments, corporations, international organizations, central banks, and other financial
institutions, which are economically and geographically diverse. The Company monitors credit risk
on both an individual and group counterparty basis. The Company minimizes this risk through credit
reviews, approvals, trading limits, and monitoring procedures.
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Operational and Support Risk

As a major intermediary in financial markets, the Company is directly exposed to market risk and
credit risk which arise in the normal course of its business activities. Less direct, but of critical
importance, are risks pertaining to operational and back-office support. This is particularly the case
in a rapidly changing and increasingly global environment with increasing transaction volumes and
an expansion in the number and complexity of products in the marketplace. Such risks include:

i Operational/settlement risk — the risk of financial and opportunity loss and legal liability
attributable to operational problems such as inaccurate pricing of transactions, untimely trade
execution, clearance and/or settlement, or the inability to process large volumes of
transactions. The Company is subject to increased risks with respect to its trading activities in
emerging markets securities, where clearance, settlement, and custodial activities continue to
develop.

ii.  Technological risk — the risk of loss attributable to technological limitations or hardware
failure that constrain the Company’s ability to gather, process, and communicate information
efficiently and securely, without interruption, with customers, and in the markets where the
Company participates. In addition, the Company must address the technological implications
that will result from regulatory and market changes.

iii. Legal/documentation risk — the risk of loss attributable to deficiencies in the documentation of
transactions (such as trade confirmations) and customer relationships (such as master netting
agreements) or errors that result in noncompliance with applicable legal and regulatory
requirements.

iv.  Financial control risk — the risk of loss attributable to limitations in financial systems and
controls; strong financial systems and controls ensure that assets are safeguarded, that
transactions are executed in accordance with management’s authorization, and that financial
information utilized by management and communicated to external parties, creditors, and
regulators is free of material errors.

(10) Commitments and Contingencies

(a)

Commitments

Underwriting Commitments — in the normal course of business, the Company enters into
underwriting commitments. Transactions relating to such underwriting commitments that were open
at December 31, 2008, and were subsequently settled did not have a material effect on the
consolidated statement of financial condition as of that date.

Letters of Credit — the Company provides letters of credit issued by various banks to counterparties
in lieu of securities or cash to satisfy various collateral and margin deposit requirements. Letters of
credit outstanding totaled $867 million at December 31, 2008.
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Forward Secured Financings — the Company had commitments to enter into forward secured
financing transactions, including certain repurchase and reverse repurchase agreements and secured
borrowing and lending arrangements, of $12.2 billion as of December 31, 2008.

Leases — the Company has entered into various noncancelable lease agreements for premises and
equipment that expire through 2018. Certain agreements are subject to periodic escalation provisions
for increases in real estate taxes and other charges. Future minimum rental commitments under
noncancelable leases with initial or remaining terms exceeding one year as of December 31, 2008 are
presented below (in thousands):

Year ending:

2009 $ 27,392
2010 27,041
2011 21,616
2012 9,852
2013 9,318
2014 and thereafter 24,941

Total $ 120,160

The minimum rental commitments shown above have not been reduced by approximately $10.5
million of minimum sublease rentals to be received in the future under noncancelable subleases.

Other Commitments — commitments to invest and other compensation r