
  

  

      The bear market continued at the beginning of the week 
as the major indices dropped to new lows. Selloff in global 
markets and another AIG bailout that cost the government 
$30B contributed to the pessimism. Dow broke the 7,000 line 
and shed over 3% to close at 6,763. Tuesday saw choppy trad-
ing the entire day as Dow ended at 6,726 with a minor loss.  

Commodities 

Crude Oil ($ per bbl) $41.65 

Nat. Gas ($ per mmbtu) $4.282 

Gold ($ per Troy oz) $912.9 

Silver ($ per Troy oz) $12.69 

Copper ($ per lb) $1.596 

Data as of 3/3/2009 
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Top Headlines 
 

Fed Implements New Lending Initiative 
The Fed initiated a program reaching $1 trillion in new funds to re-
vive credit markets by encouraging continued investment in securi-
ties backed by business and consumer loans. 
 

Blockbuster Shares Slide 
Shares of the video rental giant, Blockbuster, fell 77%. The company 
is looking for restructuring assistance. 
 

aŜǊǊƛƭƭΩǎ ¢ƻǇ 9ƳǇƭƻȅŜŜǎ 9ŀǊƴ ¢ƻǇ {ŀƭŀǊƛŜǎ 
Even with the extra-ordinary net losses that Merrill experienced 
over the past year, top investment bankers, traders, and executives 
still receive salaries ranging from $10-$30 million, a minimum de-
cline from 2007. 
 

Auto Sales Continue to Drop 
Car sales within the United States fell an average of 40% in Febru-
ary, with no end of decline in sight.  

Calendar 
Economic Indicators  

3/4τEmployment Change 
3/6τNonfarm Payroll 

3/6τUnemployment Rate 

Earnings Releases 
3/4τCostco Co. 

3/5 ςCiena Corporation 
3/6τAnnTaylor Stores 
3/10τThe Kroger Co 
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The Bailout Ethical Dilemma 
A Look at Both Sides of the Argument 

By: Cindy Li 

 John and Liz are two good friends who have 
essentially known each other since their diaper days. 
Now, they are both students at the Smith School, tak-
ing all the same classes and pursuing identical degrees 
in finance. Although they still keep in touch, John and 
Liz have grown apart throughout the 
years. You see, John has always been 
ǘƘŜ ƛƴǘǊƻǾŜǊǘ ŀƴŘ ǘƘŜ άǎǘǳŘƛƻǳǎ ƻƴŜΣέ 
while Liz on the other hand, is the wild 
child, partying everyday, and always 
doing what she needs last minute to 
get by. Thus, it comes as no surprise 
ǿƘŜƴ [ƛȊ ƻŦǘŜƴ ǊŜƭƛŜǎ ƻƴ WƻƘƴ ŦƻǊ άƭƛǘǘƭŜ 
ŦŀǾƻǊǎέ ƘŜǊŜ ŀƴŘ ǘƘŜǊŜΣ ŜǎǇŜŎƛŀƭƭȅ 
ǿƘŜƴ ƛǘ ŎƻƴŎŜǊƴǎ άǿƻǊƪƛƴƎ ƻƴέ ƘƻƳŜπ
ǿƻǊƪΦ IƻǿŜǾŜǊΣ ŘǳŜ ǘƻ [ƛȊΩǎ ŘŀǊƛƴƎ ǇŜǊπ
sonality and natural smarts, she is will-
ing to take more risks and nine times 
out of ten, ends up successful in her 
endeavors. Consequently, although 
they lead different lives, John and Liz 
look identical on paper and sometimes 
Liz even comes out ahead due to her 
high profile involvement within the 
campus social scene. As a thank you to 
John, Liz always makes sure to intro-
ŘǳŎŜ ƘƛƳ ǘƻ ŀƭƭ ǘƘŜ άǊƛƎƘǘέ ǇŜƻǇƭŜΦ 
 One night, Liz calls John in 
need of yet another favor: answers to 
the final exam. Since John has already 
taken the exam at an earlier date, he 
knows what was covered, but should 
he tell Liz? Time and time again, John 
has always warned Liz about taking 
more responsibility, especially come 
exam week, yet Liz repeatedly fails to 
listen and for the most part, does not 
suffer too much. In the past, John has been fairly leni-
ent on letting Liz copy homework assignments, but 
answers to the final are a whole other story, or are 
they? What should John do? 
 The case presented above, is actually very 
similar to what is happening between the government 
and private businesses today. In the past, the govern-
ment has always tried to stay independent from the 

decisions and policies of private institutions, and al-
though on occasion, intervention does occur, for the 
most part, both parties prefer a laissez-faire relation-
ship (within reasonable boundaries of course). Never-
theless, due to recent events, the government has been 
taking greater action in attempting to secure financial 
ǎǘŀōƛƭƛǘȅΣ Ƴŀƴȅ ǘƛƳŜǎ ƛƴ ǘƘŜ ŦƻǊƳ ƻŦ ŀ άōŀƛƭƻǳǘ ǇƭŀƴΦέ 
However, lately it seems like the private sectors are 
becoming too ǊŜƭƛŀƴǘ ƻƴ ¦ƴŎƭŜ {ŀƳΩǎ ƎŜƴŜǊƻǎƛǘȅ ŀƴŘ ƛǘ 

may be time to start weaning the baby. As for big time  
ŦǳƴŘ ƳŀƴŀƎŜǊǎ ŀƴŘ ǘƘŜƛǊ ōƻƴǳǎ ŎƘŜŎƪǎΚ ²ŜƭƭΣ ƭŜǘΩǎ Ƨǳǎǘ 
say that they are the most spoiled of the bunch. 
 Taking a little detour, we first need to examine 
the risky process of what goes on in the private sector 
and the main contributing trigger to our current eco-
nomic state. The truth of the matter is that investment 
bankers expect to get paid, regardless of their perform-

Who should take control of the financial crisis:   
Uncle Sam or Dogs of the Wall Street?  



3 

  

3/4/2009 

ance. Now this is not to say bankers do not work hard 
for their earnings, but when you are playing the game 
of win or win bigger, you are still getting compensated, 
even when your investors are not. Of course, bankers 
reap in even greater yields when they do make money, 
which is ultimately the driving reason behind their 
overall success. 
 Therefore it came as no surprise when during 
the last decade or so, many bankers readily accepted 
ǘƘŜƛǊ ǊƻƭŜǎ ƛƴ ǿƘŀǘ ǎŜŜƳŜŘ ǘƻ ōŜ ǘƘŜ άǎŀŦŜέ ƳƻǊǘƎŀƎŜŘ
-backed security CDOs investment. On one hand, some 
may argue that no one could foresee the doom ahead, 
but it this really the case? When investing so much 
ƳƻƴŜȅ ƛƴǘƻ ƻƴŜ ŜƴǘƛǘȅΣ ǿƻǳƭŘƴΩǘ ƛǘ ōŜ ǇǊǳŘŜƴǘ ǘƻ ŘƛƎ ŀ 
little deeper before signing the paperwork? Appar-
ŜƴǘƭȅΣ ǘƘŜ ōŀƴƪŜǊǎ ŘƛŘ ƴƻǘ ǘƘƛƴƪ ǎƻΣ ŀƴŘ ǘƘǳǎ ά!!! Ǌŀǘπ
ƛƴƎǎέ ǎŜǊǾŜŘ ŀǎ ǘƘŜ ƎǊŜŜƴ-light to a momentous pour-
ing of funds into what we now know as complete 
trash. 
 Yet, the current problem at hand is not what 
the bankers did (for the damage has been done), but 
instead how they are reacting to the immediate situa-
tion, and more importantly, what they are expecting 
from the Obama administration. Treasury Secretary, 
Timothy Geithner, is definitely on board for teaching 
ǘƘŜ ǇǊƛǾŀǘŜ ǎŜŎǘƻǊ ŀ ƭŜǎǎƻƴ ōȅ ǊŜŎŜƴǘƭȅ ǎǘŀǘƛƴƎ ǘƘŀǘ άǿŜ 
ƘŀǾŜ ŀ ŦƛƴŀƴŎƛŀƭ ǎȅǎǘŜƳ ώΧϐ Ǌǳƴ ōȅ ǇǊƛǾŀǘŜ ǎƘŀǊŜƘƻƭŘπ
ŜǊǎΣ ƳŀƴŀƎŜŘ ōȅ ǇǊƛǾŀǘŜ ƛƴǎǘƛǘǳǘƛƻƴǎΣ ŀƴŘ ǿŜΩŘ ƭƛƪŜ ǘƻ 
Řƻ ƻǳǊ ōŜǎǘ ǘƻ ǇǊŜǎŜǊǾŜ ǘƘŀǘ ǎȅǎǘŜƳΦέ ¢ƘǳǎΣ ǘƘŜ ƛƴǾŜǎπ
tors should be responsible for their losses, because 
they should have known the inherent risk. To add 
ǳǇƻƴ ǘƘŀǘΣ [ŀǿǊŜƴŎŜ {ǳƳƳŜǊǎΣ hōŀƳŀΩǎ ǘƻǇ ŜŎƻƴƻƳƛŎ 
ŀŘǾƛǎŜǊΣ άǘƘƛƴƪώǎϐ ƎƻǾŜǊƴƳŜƴǘǎ ƳŀƪŜ ǇƻƻǊ ōŀƴƪ Ƴŀƴπ
ŀƎŜǊǎΣέ ōǳǘ ƛǎ ǘƘƛǎ ǘƻ ǎŀȅ ǇǊƛǾŀǘŜ ǎŜŎǘƻǊ ƘŜŀŘ ƘƻƴŎƘƻǎ 
ŀǊŜΚ WǳŘƎƛƴƎ ƻƴ ǿƘŀǘΩǎ ōŜŜƴ ƘŀǇǇŜƴƛƴƎΣ ƻōǾƛƻǳǎƭȅ ƴƻǘΦ 
 According to the private side, by instituting a 
bailout, the government will act as the temporary 
ǎƘŀǊŜƘƻƭŘŜǊǎ ǎƛƴŎŜ ǘƘŜȅ ŀǊŜ ǘƘŜ ƻƴŜǎ άƛƴǾŜǎǘƛƴƎέ ŀƴŘ 
getting partial ownership. But since taxpayers fund the 
government, then in the end, the private sector should 
ƛƴƘŜǊŜƴǘƭȅ άŜŀǊƴέ ǘƘŜƛǊ ƻǿƴŜǊǎƘƛǇΤ ǘƘǳǎ ǘƘŜ ǳƭǘƛƳŀǘŜ 
role of the government is just to facilitate this transac-
tion. In a sense, by having a bailout take place, the pri-
vate sector will survive and the government can give 
themselves a pat on the back for, yet again, saving the 
day. 
 Yet, the greatest dilemma always concerns 
ǿƘŀǘ ƛǎ ƛƴ ŜǾŜǊȅƻƴŜΩǎ ōŜǎǘ ƛƴǘŜǊŜǎǘ ŦƻǊ ǘƘŜ ƭƻƴƎ ƘŀǳƭΦ 
With this latter approach, private sectors will be fol-
lowing in the steps of their careless CEOs, taking risks, 

and always expecting to be okay. Therefore, with this 
type of repeated behavior, only negative outcomes of 
conditioning will occur, until no one has any money left 
to spare. On the other hand, if the government leaves 
the companies to fight on their own, most likely, the 
private sector will fail and the government will face an 
even deeper economic recession. 
 So to recap, let us go back to our original sce-
nario. You are John, the government. You have always 
been envious of what Liz could accomplish by putting in 
such little effort yet still earning all the credit. Even so, 
you have never spoken out of place and done anything 
drastic because you fear change and confrontation. 
However, by not giving Liz the answers, you could gain 
leverage and secure a power-position never granted to 
you before. But do you really want that? For by doing 
so, not only will you greatly hurt your current relation-
ship but you will also be left to fend for yourself in an 
unfamiliar world.  Are you going to help Liz out? 
 The truth is, at this point, both sides are hesi-
tant on making big moves but everyone knows that de-
cisions need to be made quickly because time is of the 
essence. For now, we can only stay tuned to see what 
happens. 

  

 Opus8 is a private investment firm specializing 
in middle-market acquisitions as well as venture capital 
investments.  Located in Chevy Chase, Maryland, Opus8 
is led by S. Tien Wong, an Entrepreneur in Residence at 
ǘƘŜ 5ƛƴƎƳŀƴ /ŜƴǘŜǊ ƻŦ ǘƘŜ {ƳƛǘƘ {ŎƘƻƻƭΦ ²ƻƴƎΩǎ ŦƛǊƳΩǎ 
buyouts are typically focused in the nutraceutical indus-
try or on businesses that would benefit from offshore 
labor.  This broad criterion has afforded Opus8 the op-
portunity to diversify its investment portfolio to include 
companies in the publishing, information systems, fi-
nancial services, consumer, and technology industries, 
ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ ƴǳǘǊŀŎŜǳǘƛŎŀƭǎΦ ¢ƘŜ ŦƛǊƳΩǎ ǾŜƴǘǳǊŜ ŎŀǇƛǘŀƭ 
interests lie in companies with already developed prod-
ǳŎǘǎΦ hǇǳǎуΩǎ ǾŜƴǘǳǊŜ ƛƴƛǘƛŀǘƛǾŜǎ ŀǊŜ ƎŜƴŜǊŀƭƭȅ ŦƭŜȄƛōƭŜ ƛƴ 
the industries they finance, however, the firm is not 
interested in highly technical industries.  

http://www.opus8.com  

Company of the Week: 
Opus8 

By: Ryan Murphy 
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 !ƳŀȊƻƴΩǎ YƛƴŘƭŜ н ǿŀǎ ǊŜƭŜŀǎŜŘ ƭŀǎǘ aƻƴŘŀȅΣ 
but has not ignited much further excitement beyond 
the earlier adopters. At $359 as the cost of entry, the 
Kindle 2 seems to be an improvement on its predeces-
sor, but not impressive enough to make hordes of new 
potential buyers give up their hardcover and paper-
back books. Sure, the appearance has greatly im-
proved, as well as screen navigation, but the benefits 
of an e-book rather than a hardcover or paperback 
book are still to be imagined for most. 

 The Kindle 2 offers more storage space than 
the first model, al-
lowing one to store 
up to 1,500 books, 
and the next and 
previous page but-
tons are strategi-
cally placed under 
ǘƘŜ ǊŜŀŘŜǊΩǎ 
thumbs. It also has 
the ability to read 
aloud to the user, 
although how good 
the feature oper-
ates is still up in the 
air. Amazon has an 
inventory of slightly 
fewer than 241,000 titles available for use on the Kin-
dle 2 that appear on the screen about a minute after 
being purchased online. Each e-book costs about 
$9.99, the same as most paperback books. Newspa-
pers, like New York Times and Wall Street Journal are 
also offered on the Kindle 2. 

 However, flipping the page takes a few sec-
onds, and leaves the reader momentarily looking at a 
gray screen. Although the selection sounds grand, it 
ŘƻŜǎ ƴƻǘ ƳŀǘŎƘ !ƳŀȊƻƴΩǎ ǇǊƛƴǘ ƛƴǾŜƴǘƻǊȅΣ ǎƻ ƻƴŜ Ƴŀȅ 
be left without his/her title of choice. Unfortunately, 
new e-books cannot be purchased internationally, so 
readers better stock up on all their reading material 
before leaving the country. 

 Readers are also limited by where they can 
buy their books, since Amazon is the only one that sells 
e-books for Kindle, leaving them with no price alterna-

tives. In addition, the e-books cannot be shared or re-
sold after being read. But, the question remains, with 
the Kindle, how is anyone going to be able to tell how 
smart you are by the thickness of the book in your 
hands? 

bƛǎǎŀƴΣ WŀǇŀƴΩǎ ǘƘƛǊŘ-largest automaker, an-
nounced 20,000 job cuts.  This will mark the largest re-
duction among Japanese automakers in battling the cur-
rent global economy. 
 This announcement comes after Nissan fore-
ŎŀǎǘŜŘ ƛǘǎ ŦƛǊǎǘ ŀƴƴǳŀƭ ƭƻǎǎ ƛƴ ƴƛƴŜ ȅŜŀǊǎΦ  άLƴ мфффΣ ǿŜ 
ǿŜǊŜ ŀƭƻƴŜΦ  Lƴ нллфΣ ŜǾŜǊȅōƻŘȅ ƛǎ ǎǳŦŦŜǊƛƴƎΣέ ǎŀƛŘ /ƘƛŜŦ 
Executive Carlos Ghosn.  Nissan now expects a 2.9 bil-
lion net loss for the fiscal year through March.  They will 
be joining other large Japanese corporations, including 
Toyota, Toshiba and Sony, in slashing jobs and project-
ing annual losses. 

In cutting 20,000 jobs, Nissan will be letting go 
8.5 percent of its 
global work force.  
Ghosn said this will 
be done by March 
2010.  About 12,000 
of the job cuts will 
be in Japan and the 
rest will be over-
seas.  Nissan did not 
offer further re-
gional breakdown.  
However, according 
to a Nissan North 
America spokesman, 
the company does 
not plan to make 
additional cuts in 
the U.S. on top of 
those already announced. 

These are not the only measures being taken to 
Ŏǳǘ ŎƻǎǘǎΦ  bƛǎǎŀƴΩǎ ŘƛǊŜŎǘƻǊǎ ǿƛƭƭ ƎƛǾŜ ǳǇ ōƻƴǳǎ Ǉŀȅ ŦƻǊ 
the year ending March.  In addition, the salaries of cor-
porate officers will be reduced by 10 percent and sala-
ries of managers will be reduced by 5 percent. 

Ghosn said Nissan was looking into government 

Nissan Damaged by the Economy 
Automaker is planning on cutting 20,000 jobs 

By: Julian Acosta 

Hardcover, Paperback, or        
E-Book?                  
By: Emily Pearson 

 

Nissan CEO, Carlos Ghosn 
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funding around the world, including Japan, Europe and 
ǘƘŜ ¦Φ{Φ  άDƻǾŜǊƴƳŜƴǘǎ ŀǊŜ ǊŜǎǇƻƴŘƛƴƎ ǎǿƛŦǘƭȅΣ ƻƴŜ ōȅ 
ƻƴŜΣέ ƘŜ ǎŀƛŘΦ  bƛǎǎŀƴ Ƙŀǎ ŀǇǇƭƛŜŘ ŦƻǊ ŀǎǎƛǎǘŀƴŎŜ ŦǊƻƳ 
the U.S. Department of Energy through a $25 billion 
loan program designed to help automakers revamp 
plants to build more fuel-efficient vehicles. There are no 
reports of how much the company is seeking. 

ά²Ŝ ŘƻƴΩǘ ǘƘƛƴƪ ǘƘƛǎ ŎǊƛǎƛǎ ƛǎ ƎƻƛƴƎ ǘƻ ƭŀǎǘ ŦƻǊπ
ŜǾŜǊΣέ ǇǊƻǇƘŜǎƛȊŜŘ DƘƻǎƴΦ  CƻǊ ǘƘŜ ǎŀƪŜ ƻŦ Ǝƭƻōŀƭ ƳŀǊπ
ƪŜǘǇƭŀŎŜΣ ƭŜǘΩǎ ƘƻǇŜ ƘŜΩǎ ǊƛƎƘǘΦ 

 Advanced Micro Devices (AMD), a producer of 
computer processors and related technologies, has 
been working with content developer OTOY on the 
AMD Fusion Render Cloud, which will be the fastest 
graphics supercomputer ever 
built. During an Industry Insider 
Series keynote at the Consumer 
Electronics Show in Las Vegas, 
AMD CEO Dirk Meyer and OTOY 
CEO Jules Urbach revealed that 
the new technology is designed 
άǘƻ ōǊŜŀƪ ǘƘŜ ƻƴŜ ǇŜǘŀC[ht{ ōŀǊπ
rier and to process a million com-
pute threads across more than 
мллл ƎǊŀǇƘƛŎǎ ǇǊƻŎŜǎǎƻǊǎέΦ !a5 
currently powers 7 out of 10 of 
ǘƘŜ ǿƻǊƭŘΩǎ ŦŀǎǘŜǎǘ ƳŀŎƘƛƴŜǎΥ ǘǿƻ 
of which are the fastest com-
puters in the world. The AMD 
Fusion Render Cloud is projected 
to be ready in late 2009. 
 The supercomputer will 
be powered by software created by OTOY, which will 
make high-definition (HD) cloud computing possible. 
h¢h¸Ωǎ ƎǊŀǇƘƛŎǎ ǊŜƴŘŜǊƛƴƎ ǎƻŦǘǿŀǊŜ ƛǎ ŘŜǎƛƎƴŜŘ ǘƻ ŘŜπ
liver high-end 3D graphics through the cloud by pre-
processing them on servers before transferring them to 
thin devices through the web. The system will use 
server-side rendering to allow content providers to 
transmit PC applications, video games, and other graph-
ics-intensive applications to practically any type of mo-
bile device with a web browser, without depleting the 

battery and lessening the demand for powerful client-
side processors. Once delivered and stored in this cloud 
environment, the information can be condensed and 
streamed in real time over a wireless or broadband con-
nection to devices like smartphones and ultra-thin note-
books.  
 According to Urbach, the fusion of industry 
leading CPU technology with computationally dense, 
massively parallel graphics processors will allow the 
!a5 Cǳǎƛƻƴ wŜƴŘŜǊ /ƭƻǳŘ ǘƻ ŎƻƳǇŜǘŜ ǿƛǘƘ ǘƘŜ ǿƻǊƭŘΩǎ 
most powerful industrial computing devices, while re-
quiring only a small part of the floor space, power enve-
lope, and cost necessary to run many of the current 
leading supercomputers.  
 Furthermore, the AMD Fusion Render Cloud will 
be powered by AMD-optimized hardware, including the 
newly released AMD Phenom II processors, AMD 790 
chipsets, and ATI Radeon HD 4870 graphics processors, 
while OTOY supplies the technical software develop-
ment and a middleware layer.  
 The AMD Fusion Render Cloud will make it pos-

sible for people to watch a movie 
halfway through on their cell 
phones, while taking the bus 
home, and then switch over to 
their HD TVs and continue watch-
ing the same movie from exactly 
the same place they stopped. It 
will also make it possible to play 
the most visually intensive first-
person shooter game at the high-
est image quality settings on your 
cell phone without having to 
download or install any of the soft-
ware, saving tons of storage space 
and battery life that would have 
been used up with compute-
intensive tasks.  
 The AMD Fusion Render 

Cloud will also enable remote real-time rendering of 
film and visual effects graphics on an unparalleled scale. 
Gaming companies can utilize the AMD Fusion Render 
Cloud to create and launch next-generation game con-
tent. Gaming companies will be able to create virtual 
world games with unlimited photo-realistic detail and 
make use of new delivery channels as open and diverse 
as the web.  These are just a few of the experiences 
that will be made feasible through HD Cloud computing 
of visually loaded entertainment content.  

!a5Ωǎ {ǳǇŜǊ /ƻƳǇǳǘŜǊ 
A Dream Come True for the Gaming Industry 

By: Lily Zhen 

Phenom II processorτ 
!a5Ωǎ ƴŜǿŜǎǘ ǘŜŎƘƴƻƭƻƎȅ 
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 ¢ƘŜ Ƴŀƴ ŎƻƴǎƛŘŜǊŜŘ ōȅ Ƴƻǎǘ ǘƻ ōŜ ǘƘŜ ǿƻǊƭŘΩǎ 
greatest investor just had his worst year ever. Mr. Buf-
ŦŜǘǘΩǎ ŎƻƳǇŀƴȅ .ŜǊƪǎƘƛǊŜ IŀǘƘŀǿŀȅ LƴŎΦ ǊŜƭŜŀǎŜŘ ƛǘǎ 
2008 earnings this past weekend, reporting a loss of 
9.6% in book value per share, a performance metric 
regularly used by Berkshire. This recent loss marks the 
largest one-year decline since Mr. Buffett took over 
the company in 1965. 
 Lƴ aǊΦ .ǳŦŦŜǘǘΩǎ ŀƴƴǳŀƭ ƭŜǘǘŜǊ ŘƛǊŜŎǘŜŘ ǘƻǿŀǊŘ 
both Berkshire shareholders and non-shareholders 
ŀƭƛƪŜΣ ǘƘŜ ƭŜƎŜƴŘŀǊȅ ƛƴǾŜǎǘƻǊ ŀŘƳƛǘǘŜŘ ǘƘŀǘ ƘŜ άŘƛŘ 
ǎƻƳŜ ŘǳƳō ǘƘƛƴƎǎέΦ IƻǿŜǾŜǊΣ aǊΦ .ǳŦŦŜǘǘ ŀƭǎƻ ǘƘƻǊπ
oughly demonstrated how he has positioned Berkshire 
to weather the financial downturn. 
 In 2008, Berkshire Class A shares (NYSE:BRK.A) 
fell 32%, nearly as much as the broader market. For 
2009, shares are down 19%, barely outperforming the 
Dow Jones Industrial Average. Despite this, many ana-
lysts are content that the company did not lose even 
more value. In addition, many are impressed by Mr. 
.ǳŦŦŜǘǘΩǎ ǇǊŜǇŀǊŀǘƛƻƴ ƛƴ ŘƛƳƛƴƛǎƘƛƴƎ Ǌƛǎƪ ƛŦ ǘƘŜ ōŜŀǊ 
market persists. Through pushing his reinsurance com-
pany, General Re to limit its exposure in complex de-
ǊƛǾŀǘƛǾŜǎΣ ǿƘƛŎƘ ƘŜ ƻƴŎŜ ŦŀƳƻǳǎƭȅ ŎŀƭƭŜŘ άŦƛƴŀƴŎƛŀƭ 
ǿŜŀǇƻƴǎ ƻŦ Ƴŀǎǎ ŘŜǎǘǊǳŎǘƛƻƴέΣ aǊΦ .ǳŦŦŜǘǘ ƭƛƪŜƭȅ 
avoided further substantial losses. 
 Despite this, Berkshire took a loss of approxi-
mately $5.1 billion in the fourth quarter due to various 
other derivative contracts. These contracts, in sum-
mary, are bets against long term declines in both do-
mestic and foreign stocks. If indexes drop beneath the 

specified levels when the deals were written, then Berk-
shire will have to payout for the contracts. If every one 
ƻŦ .ŜǊƪǎƘƛǊŜΩǎ нрм ōŜǘǎ ƎƻŜǎ млл ǇŜǊŎŜƴǘ ǿǊƻƴƎΣ ƛƴ ǘƘŜπ
ory the firm would have to pay out $68.29 billion. 
 Besides commenting on Berkshire, Mr. Buffett 
also displayed his views on the economy and financial 
crisis. He said he was certain the broader economy 
ǿƻǳƭŘ ōŜ άƛƴ ǎƘŀƳōƭŜǎέ ŦƻǊ нллфΣ ƘƻǿŜǾŜǊΣ ǘƘŀǘ άŘƻŜǎ 
ƴƻǘ ǘŜƭƭ ǳǎ ǿƘŜǘƘŜǊ ǘƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘ ƻǊ ǊƛǎŜ ƻǊ ŦŀƭƭΦέ    

Warren Buffet, CEO of Berkshire Hathaway, 
could not escape the financial downturn 

ILLUSTRATION BY LARA TOMLIN 

Bad Year for Buffett, However Better Times Lie Ahead 
²ƻǊƭŘΩǎ ōŜǎǘ ƛƴǾŜǎǘƻǊ Ƙŀǎ ǘŜǊǊƛōƭŜ ȅŜŀǊ ǿƛǘƘƛƴ ǘƘŜǎŜ ŜŎƻƴƻƳƛŎ ŎƻƴŘƛǘƛƻƴǎ 

By: Alex Pan 
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Mr. Buffett also praised the government for the recent 
massive bailouts, claiming that intervention was re-
ǉǳƛǊŜŘ ǘƻ ŀǾƻƛŘ ŀ άǘƻǘŀƭ ōǊŜŀƪŘƻǿƴέ ƛƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 
system. He also admitted that the much needed assis-
ǘŀƴŎŜ ǿƻǳƭŘ ƭƛƪŜƭȅ ŎŀǳǎŜ άǳƴǿŜƭŎƻƳŜ ŀŦǘŜǊŜŦŦŜŎǘǎΣέ 
including inflation. While Mr. Buffett noted that reck-
ƭŜǎǎ ƭŜƴŘƛƴƎ ŎŀǳǎŜŘ ǘƘŜ ǿƻǊǎǘ άŦǊŜŜŦŀƭƭέ ƛƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 
system he has ever witnessed, he also forecasted that 
eventually the economy and stock market will re-
bound, and the best days for the U.S. are ahead. 
 

 Almost everyone is aware of the current dev-
astating conditions of the stock market. For how long 
the economy will be in the slums, no one knows. How-
ŜǾŜǊΣ CŜōǊǳŀǊȅΩǎ ǎǘƻŎƪ ƳŀǊƪŜǘ ƭŜǾŜƭǎ ǇǊƻǾƛŘŜŘ ŀƴ ǳƴπ
welcomed sign. February stock levels agonizingly 
stooped to lows unseen since April 1997, warning the 
nation to prepare a long and painful battle against this 
recession.  

 ¢ƘŜ ŘƛǇ ƛƴ CŜōǊǳŀǊȅΩǎ ǎǘƻŎƪ ƭŜǾŜƭǎ ƛǎ ŎƻƳǇƭŜǘŜƭȅ 
different from the stock levels of the November melt-
down. The November meltdown gradually resulted 
subsequent to the collapse of the Lehman Brothers. 

The November stock market crisis was essentially based 
strictly on fears and illusions that destruction to the 
financial system was imminent. However, once rational-
ism and confidence returned to the system, the market 
conditions improved. On the contrary, February stock 
levels have drastically declined amid reality.  The stock 
market closed at almost half the value since almost two 
months prior to February 23. As a cause of this effect, 
shares bought at any point within the last 11 years have 
been practically rendered useless because they are now 
worth less than the price they have been bought for.  
 Analysts were too optimistic in their predictions 
and were wrong under two circumstances. On one ac-
count, analysts believed that stock market levels would 
not fall below November levels. February distinctly 
proved this wrong. Second, analysts believe that the 
stock market would ameliorate halfway through 2009. 
However, there have been no events that have oc-
curred to prove that the market would recover by 
then.    
 In addition to all this mess, the prospects of 
earnings are very low. In fact, analysts are exacerbating 
ǘƘŜ ǎƛǘǳŀǘƛƻƴ ōȅ άŎǳǘǘƛƴƎ ŜŀǊƴƛƴƎǎ ŜǎǘƛƳŀǘŜǎ ƻƴ ŀ Řŀƛƭȅ 
ōŀǎƛǎΣέ ǿƘƛŎƘ ŀǊŜ ƴƻǘ ǳǎŜŦǳƭ ǘƻ ƛƴǾŜǎǘƻǊǎ ǿƘŜƴ ŀǘǘŜƳǇǘπ
ing to verify the value of their stocks. In the midst of 
this entire situation, everyone is turning to the govern-

ment for help. Once 
the untouchable cor-
porate titans, AIG, 
General Motors, and 
others alike are ask-
ing for federal loans. 
The government is 
scrambling to find a 
quick and effective 
resolution to this eco-
nomic crisis. How-
ever, such a quick 
resolution is unlikely, 
and often times, such 
solutions are ineffec-
tive and risky. For 
now, the nation is to 
ǎƛƳǇƭȅ ǿŀƛǘ ŦƻǊ άōƻƭŘ 
ƳƻǾŜǎΣέ ŀǇǇǊƻŀŎƘŜǎ 
by the Obama ad-

ministration to implement a recovery plan that will re-
lieve the country of the economic pains and create a 
ǎǘǊƻƴƎŜǊ ŀƴŘ ƛƴƴƻǾŀǘƛǾŜ ŦƻǳƴŘŀǘƛƻƴ ŦƻǊ !ƳŜǊƛŎŀΩǎ Ŧƛƴŀƴπ
cial system. 

CŜōǊǳŀǊȅΩǎ {ǘƻŎƪ aŀǊƪŜǘ [ŜǾŜƭǎ ŀ 
Frightening Reality 
The Financial System is in Need of Repair 

By: Monica Shim 

The three major indices lost over 10% in the last monthτa significant drop that 
reflects the current pessimism in the global markets 

 



8 

  

Maryland Financial Weekly 

 When will negativity finally cease to flow out 
of any discussion of our economy? If recent events are 
any indication__ not anytime soon.  Amidst the fore-
closures, bankruptcies, bailouts, wall-street bonuses, 
and rapidly declining stock markets, there exists a 
deeper tale of corruption involving extreme avarice 
and disregard for others.  Unless you have lived under 
a rock for the past few months, you must have heard 
of the despicable actions of one Bernard Madoff, a 
άǘƻǇέ ²ŀƭƭ {ǘǊŜŜǘ ƛƴǾŜǎǘƻǊ ŎƘŀǊƎŜŘ ǿƛǘƘ ǇŜǊǇŜǘǊŀǘƛƴƎ 
what may be the largest investor fraud ever commit-
ted by a single person.  He cheated thousands of peo-
ple in his 50 billion dollar operation.  Madoff followed 
tactics in association with 
something called a Ponzi 
scheme, whereby he would 
pay returns to investors 
with the money collected 
from later investors rather 
than from profit.  The far-
reaching effects of his cor-
ruption extended to nu-
merous individuals includ-
ing various charities and 
organizations.  

 The Ponzi scheme 
is designed to consistently 
entice new investors by 
offering abnormally high 
short-term earnings for 
those that give their 
money.  The satisfaction of 
the original customers 
spreads to many more indi-
viduals looking to invest 
and earn a steady return 
on their savings.  In the 
ŎŀǎŜ ƻŦ aŀŘƻŦŦΩǎ ŦƛǊƳΣ ŀ 
positive reputation of his business spread amongst the 
wealthiest, in many countries across the globe.  He 
initially collected money from local country clubs and 
charity dinners.  By the time his scheme toppled in late 
2008, he had attracted prominent investors from the 
Gulf, Europe, Southeast Asia, and China.  Having an 
insubstantial knowledge of financials, investors had no 

For Some: Money is everything                 
The list of fraudulent financiers is growing 

By: Brett Ross 

suspicion that anything unusual was at work.  However, 
what should we make of the accounting firms consid-
ered the best in the business that continually cleared 
aŀŘƻŦŦΩǎ ƻǇŜǊŀǘƛƻƴǎ ǿƛǘƘ ƴƻ ƛƴŎǊŜŘǳƭƛǘȅΚ  The fact that 
the auditors of KPMG, PricewaterhouseCoopers, BDO 
Seidman and McGladrey & Pullen all failed to notice 
ǘƘŀǘ ǘƘŜ ǊŜǇƻǊǘŜŘ ōƛƭƭƛƻƴǎ ƛƴ ŀǎǎŜǘǎ ŘƛŘƴΩǘ ŜȄƛǎǘ ŀƴŘ ǘƘŀǘ 
his track record showed years of always-positive returns 
is alarming.  

 The Madoff scandal was only one example of an 
increasing appearance of high magnitude Ponzi schemes 
over the last few years.  In early February, the S.E.C. re-
ported that they had filed about 70 Ponzi cases in the 
last two years and four since Madoff was uncov-
ered.  While the frequency of these cases is not grow-
ing, the amount of money involved is enormous in com-
parison with past schemes.  The past few months have 

exemplified the high magni-
tude of the frauds.  In late 
January, the agency charged 
the Florida fund manager 
Arthur Nadel with defrauding 
investors at six Florida-based 
hedge funds. The S.E.C. said 
Mr. Nadel provided false in-
formation to investors about 
ǘƘŜ ŦǳƴŘǎΩ ǊŜǘǳǊƴǎ ŀƴŘ ƻǾŜǊπ
stated the value of the in-
vestments by $300 mil-
lion.  Just last week Stanford 
Financial Group was also 
charged by the S.E.C. to have 
been executing a massive 
Ponzi scheme over the last 
decade.  Robert Stanford and 
James Davis misappropriated 
funds, made fake loans of 1.6 
billion dollars, and falsified 
financial statements to inves-
tors.  The company could not 
account for the disappear-
ance of over five billion in 

assets.  The actions of these corrupt businesses are syn-
onymous with the current state of the global econ-
omy.  It is no wonder that we are becoming increasingly 
distrustful of investment banks and handing the security 
of our money over to others.  The financial market is 
finally getting what it deserved for the past several 
years. 

 

A recent shot of Arthur Nadelτa Florida-based 
hedge fund manager  charged with $350M fraud 
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 AIG is struggling to keep afloat and is barely 
hanging on to the end of the life raft at this point. The 
government has practically thrown everything at the 
insurance giant including the kitchen sink. On March 
1st, 2009, AIG reported a $61.66 billion loss for the 
fourth quarter sending the DOW Jones Industrial Aver-
age spiraling downhill 
to a 12 year low of 
6,763. This was the 
largest recorded loss 
by a corporation and 
comes amidst a dete-
riorating credit mar-
ket in which AIG has 
been exposed to the 
r isky  mor tgage 
backed securities. 
!LDΩǎ ŎƻƳƳƻƴ ǎǘƻŎƪ 
dropped from a mea-
sly $0.52 per share to 
a barely existing $0.42 
per share on the day 
the quarterly news 
was announced. 
 So, with the 
recent quarterly re-
port news out, what 
do you think the gov-
ernment would do? Of 
course, give them more money. And, that they did. 
The federal government announced that they would 
be extending the AIG bailout by another $30 billion. 
The $30 billion is in the form of preferred shares 
rather than a loan, which is basically exposing the tax-
payers to more risk. In addition to the $30 billion, the 
Treasury said it is going to convert the $40 billion of 
preferred shares that they already have into shares 
that are more equivalent to common stock. The differ-
ence between common stock and preferred stock is 
that preferred stock has guaranteed dividends and is 
paid out before common stock in the case of a liquida-
tion of the company.  tǊŜŦŜǊǊŜŘ ǎǘƻŎƪ ŘƻŜǎƴΩǘ ǊŜŀǇ ǘƘŜ 
same gains as common stock, but it is a much safer 
investment in a case like this. 
 In mid-September, the Fed gave AIG a short-

term loan charging a very high interest rate. Obviously, 
this has turned into much more than a short-term loan. 
Now, the government is cutting the interest rate back in 
order to insure the long-term value of AIG. Under the 
new terms, AIG will be able to access around $70 billion 
from the TARP funds. This $70 billion will be used to 
help cover the debt that AIG is currently submersed in. 
 At this point, it is too late to let AIG fail; there-
fore the Fed has to keep giving AIG money to stay 
afloat. The stock market is as fragile as ever and a failed 
insurance giant would destroy any stability that the 

market has left. Furthermore, a bankruptcy would 
cause AIG's roughly 74 million policyholders to abandon 
their policies causing more troubles for the 100+ coun-
tries that AIG is associated with as they will need to re-
place these insurance contracts. In addition, by putting 
more money into the company, the government is pro-
ǘŜŎǘƛƴƎ !LDΩǎ ŎǊŜŘƛǘ ǊŀǘƛƴƎ ŦǊƻƳ ōŜƛƴƎ ǊŜŘǳŎŜŘΦ ! ƻƴŜ-
notch downgrade in its long-term credit rating would 
force AIG to pay out nearly $8 billion to its counterpar-
ties. 
 AIG is releasing $5 billion to $10 billion in life-
insurance assets into bonds in order to help pay back 
their government debt. AIG is on a long road to recov-
ery and hopefully this will be the final lifeline that they 
need to turn their corporation around into the success-
ful corporation it once was. 

AIG Bailed Out Again 
Insurance giant needs $30B in funds 

By: Ryan Curran 
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 Making headlines almost daily, the once finan-
cial services conglomerate Citigroup has seen its mar-
ket cap reduced from over $300 billion 2 years ago to a 
mere $6.7 billion as of yesterday. Amid one of the 
worst recessions in United States history, Citigroup has 
undergone many changes in its business ranging from 
merging its Smith Barney unit with Morgan Stanley 
and splitting itself into two units: Citicorp and Citi 
Holdings. 
 At the end of last week, Citigroup announced 
that the federal government would be exchanging $25 
billion of bailout money for as much as 36% equity 
stake in the firm, making the US government the larg-
est shareholder. This would be done by converting $25 
billion of preferred stock into common stock. Such a 
move has many benefits as well as downsides attached 
to it. 
 The major benefit or hope is that this will give 
investors more confidence in the bank as it will be 
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backed by the govern-
ment, as well as give 
Citi additional capital to 
cope with losses from 
the subprime mortgage 
crisis and potential de-
faults on loans going 
forward. Moreover, this will give Citi an additional 
$2.18 billion a year as it recently cut its 4 cent annual 
dividend on common shares and will no longer have to 
Ǉŀȅ ƻǳǘ ŀ р҈ ŘƛǾƛŘŜƴŘ ƛǘ ƻǿŜŘ ƻƴ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ 
preferred shares. 
 Unfortunately, such a move would dilute the 
shares of existing shareholders. Additionally, this does 
not address the problem that Citi still has billions of 
dollars of losses on its books from illiquid mortgage 
backed securities. 
 It is evident that investors are not happy with 
this decision as the stock has lost roughly 50% of its 
value since the announcement last Friday. In the after 
ƘƻǳǊǎ ƻŦ ¢ǳŜǎŘŀȅΩǎ ǘǊŀŘƛƴƎ ǎŜǎǎƛƻƴΣ /ƛǘƛƎǊƻǳǇΩǎ ǎǘƻŎƪ 
was trading for $1.20 a share.  In such a turbulent mar-
ket as this one, one can only imagine what the future 
holds for Citi. 
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 Hanging on the Edge 
Government Increases Stake in Citigroup  

By: Rishi Suri 


