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The Bailout Ethical Dilemma

A Look at Both Sides of the Argument

By: Cindy Li

years. You see, John has always t
0KS AYGNRGSNIL |y
while Liz on the other hand, is the w
child, partying everyday, and alwa
doing what she needs last minute
get by. Thus, it comes as no surpi
GKSY [AT 2FGSy NJ
Fl @02 N& € KSNB |y
gKSYy Al O2yOSNya

62Nl ® | 26SOSNE R«
sonality and natural smarts, she is w
ing to take more risks and nine tim
out of ten, ends up successful in t
endeavors. Consequently, althou
they lead different lives, John and

look identical on paper and sometim
Liz even comes out ahead due to |
high profile involvement within th
campus social scene. As a thank yol
John, Liz always makes sure to ini
RdzOS KAY G2 |ff

One night, Liz calls John

need of yet another favor: answers
the final exam. Since John has alre.
taken the exam at an earlier date, |
knows what was covered, but shot
he tell Liz? Time and time again, Jc
has always warned Liz about taki

more responsibility, especially corie
exam week, yet Liz repeatedly fails to
listen and for the most part, does not

decisions and policies of private institutions, and &
though on occasion, intervention does occur, for t
most part, both parties prefer a laissézre relation-
ship (within reasonable boundaries of course). Nevdl-

John and Liz are two good friends who havéheless, due to recent events, the government has be
essentially known each other since their diaper daysaking greater action in attempting to secure financi
Now, they are both students at the Smith School, tald G F 6 Af A&z YlIye (GAYSaA
ing all the same classes and pursuing identical degree®wever, lately it seems like the private sectors af
in finance. Although they still keep in touch, John anbblecomingtoo NSt A yi 2y | yOf S
Liz have grown apart throughout the

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

suffer too much. In the past, John has been fairly lenimay be time to start weaning the baby. As for big time

ent on letting Liz copy homework assignments, buF dzy R Y y I 3SNA | yR

they? What should John do?

uUKSANJI
answers to the final are a whole other story, or aresay that they are the most spoiled of the bunch.
Taking a little detour, we first need to examin
The case presented above, is actually verthe risky process of what goes on in the private sectir
similar to what is happening between the governmentand the main contributing trigger to our current eco
and private businesses today. In the past, the govermomic state. The truth of the matter is that investme
ment has always tried to stay independent from thebankers expect to get paid, regardless of their perfor
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ance. Now this is not to say bankers do not work hardnd always expecting to be okay. Therefore, with t
for their earnings, but when you are playing the gaméype of repeated behavior, only negative outcomes ¢
of win or win bigger, you are still getting compensatedgonditioning will occur, until no one has any money le
even when your investors are not. Of course, banket® spare. On the other hand, if the government leavé
reap in even greater yields when they do make moneyhe companies to fight on their own, most likely, th
which is ultimately the driving reason behind theirprivate sector will fail and the government will face &
overall success. even deeper economic recession.

Therefore it came as no surprise when during So to recap, let us go back to our original sci-
the last decade or so, many bankers readily acceptatario. You are John, the government. You have alwzi
GKSANI NPfS& Ay 6KIFG &SS Y8R envi@us @ ShatiLiK @uldia&doripish by YitiNg
-backed security CDOs investment. On one hand, soraach little effort yet still earning all the credit. Even s¢
may argue that no one could foresee the doom aheadjou have never spoken out of place and done anythify
but it this really the case? When investing so muchrastic because you fear change and confrontatioff.
Y2ySe Ayid2 2yS Syilrdes gouebeR yyot giking LidtBe ahsiNazRy®y douldipdin R A
little deeper before signing the paperwork? Appar{everage and secure a powposition never granted to
Syidtexs GKS ol y{SNA RAR yydubefir& Bu do yéuzeally wahtRhat? RaizBy dGin§! !
Ay 3aé &S NI Slght to a mamkrBouspolis S, not only will you greatly hurt your current relation
ing of funds into what we now know as completeship but you will also be left to fend for yourself in a
trash. unfamiliar world. Are you going to help Liz out?

Yet, the current problem at hand is not what The truth is, at this point, both sides are he
the bankers did (for the damage has been done), buant on making big moves but everyone knows that d
instead how they are reacting to the immediate situacisions need to be made quickly because time is of tife
tion, and more importantly, what they are expectingessence. For now, we can only stay tuned to see wiiht
from the Obama administration. Treasury Secretanhappens.

Tlmothy Geithner, is deflnltely on board for teachin

?
(KS LINKROFGS asohGa2nNt bt 8aGempany afdhe Week: Aya i
K I S
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SNﬁZ Yl-yl;3$lv?,6é LINR @ | ;fl%}é Eﬁ?ﬁyzyéz I-yR 5SQR
R2 2dzNJ 6Sau 02 LJNBaSNJZS rKl SY®d¢ ¢Kdzaz 0 K
tors should be responsible for their losses, because
they should have known the inherent risk. To add b
dzLR2 Yy GKIFGZ [FoNBYyOS {dzYYSNE> el vl 23 i = ;Epzyzv
I ROAASNE GOKAYylwase 3F2PSNYyYSyida YIS LR2N ol y
I ISNB ¢ odzi Aa (GKA&a G2 al & OpiNdiga pite desinieat idn Kpediakzi
I NBK WdzZRIAY3I 2y 6KI G1Qa 0oiSBigllemdrkedaifyskighdas well asd/anuczidpis

According to the private side, by instituting ainvestments. Located in Chevy Chase, Maryland, Op
bailout, the government will act as the temporaryis led by S. Tien Wong, an Entrepreneur in Residenc
AKFNBK2ft RSNBE aAyOS (KSe GKME 50KSYRYSAaSYagRISAT AV HE
getting partial ownership. But since taxpayers fund théuyouts are typically focused in the nutraceutical indu
government, then in the end, the private sector shouldry or on businesses that would benefit from offshor
AYKSNByGte aSINyé¢ GKSA Nlagog yriidNdodictitBrion hd$ ditorded QIS8 tzé @
role of the government is just to facilitate this transacportunity to diversify its investment portfolio to include
tion. In a sense, by having a bailout take place, the pitompanies in the publishing, information systems,
vate sector will survive and the government can giveancial services, consumer, and technology industrigg,
themselves a pat on the back for, yet again, savingtfey | RRAGA 2y G2 ydzi NI OSdzijh Ol f
day. interests lie in companies with already developed pro

Yet, the greatest dilemma always concernsizOG a8 ® h LJdzay Qa @Sy (i dzNE A g A
gKFG Aa Ay S@OSNE2ySQa 0 $a industrigsitietnante, Fo@eNar, dhik 8rm fis 2hglil3
With this latter approach, private sectors will be fol-interested in highly technical industries.
lowing in the steps of their careless CEOs, taking risks, http://www.opus8.com
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Hardcover, Paperback, or

E-Book?

By: Emily Pearson

LYFT 2y Qa
but has not ignited much further excitement beyon
the earlier adopters. At $359 as the cost of entry, the

YAYRE S

tives. In addition, the dooks cannot be shared or-e
sold after being read. But, the question remains, wi
the Kindle, how is anyone going to be able to tell ha
smart you are by the thickness of the book in yo

hands?

§ | vl e i
Nissan Damaged by the Economy

Kindle 2 seems to be an improvement on its predecedUtomaker is planning on cutting 20,000 jobs

sor, but not impressive enough to make hordes of ne®By: Julian Acosta

potential buyers give up their hardcover and paper-

back books. Sure, the appearance has greatly im-

bAaalys

Wdailgéisty” utbmakiérk argR

proved, as well as screen navigation, but the benefitiounced 20,000 job cuts. This will mark the largest [§-
of an ebook rather than a hardcover or paperbackiuction among Japanese automakers in battling the c{§-

book are still to be imagined for most.
The Kindle 2 offers more storage space than
OFradSR AGa
GSNB f2ySao
Executive Carlos Ghosn.

the first model, al-
lowing one to store
up to 1,500 books
and the next anc
previous page but
tons are strategi
cally placed unde
i KS NJS
thumbs. It also ha
the ability to read
aloud to the user
although how gooc

the feature oper- |
ates is still up in the |

air. Amazon has a
inventory of slightly

fewer than 241,000 titles available for use on the Kiseas. Nissan did not

rent global economy.
This announcement comes after Nissan for

FANBROG | yydz f 2 a
LY HnndX SaAF NE:
Nissan now expects a 2.9bil-

lion net loss for the fiscal year through March. They will
be joining other large Japanese corporations, includiffo

Toyota, Toshiba and Sony, in slashing jobs and projégt-

ing annual losses.

In cutting 20,000 jobs, Nissan will be letting ¢

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-

dle 2 that appear on the screen about a minute afteoffer further re-
being purchased online. Eachbeok costs about gional breakdown.

$9.99, the same as most paperback books. Newspgaewever, according
pers, likeNew York Timeand Wall Street Journadre
also offered on the Kindle 2.

to a Nissan North
America spokesman,
However, flipping the page takes a few sedhe company does

onds, and leaves the reader momentarily looking at@ot plan to make
gray screen. Although the selection sounds grand, dglditional cuts in

R2Sa y2i

before leaving the country.

e-books for Kindle, leaving them with no price alterna-

Y G OK

LYEFT 2y Qa theJNBSy dn topyoP S
be left without his/her title of choice. Unfortunately, those already announced.
new ebooks cannot be purchased internationally, so
readers better stock up on all their reading materiaD dzu

VD £ oy

These are not the only measures being taken
Oadao

bA&al yQsa RA

the year ending March. In addition, the salaries of cay-

Readers are also limited by where they caRorate officers will be reduced by 10 percent and salg-
buy their books, since Amazon is the only one that sefi§s of managers will be reduced by 5 percent.

Ghosn said Nissan was looking into governmet
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funding around the world, including Japan, Europe abdttery and lessening the demand for powerful clie
0KS ! d{ @ GD2BSNYYSyila IsiNprodeSsard.JRntdrdeliyefied dnd dtcFed i 8is clg
2yS3z¢ KS alARO® bAaaly &vidnmentLlide MfSrRatich 2cal) be doaderised |-ay
the U.S. Department of Energy through a $25 billigireamed in real time over a wireless or broadband cqg-
loan program designed to help automakers revampection to devices like smartphones and ulthen note-
plants to build more fueefficient vehicles. There are ndbooks.
reports of how much the company is seeking. According to Urbach, the fusion of indust
G2S R2y Qi GKAY]1 KA & leadihgh GPN dechhalogy a2t go@putétidnally dendg,
SOSNE¢ LINPLIKS&AT SR DK 2 ayndassively 2paidllel k§réphics I plo&ess@rst wilB dll@vo
1SGLX I OS:T fSiQa K2LS KSQiaNARAE&E w2y wSYRSNI / f 2dzR
most powerful industrial computing devices, while r
quiring only a_small part of the floor space, power enva-

l abQa { dzLJS NJ | 2 Yobe)dz{icdS N@ssary to run many of the currgfit

. leading supercomputers.
A Dream Come True for the Gaming IndUStry gFur?hermoFe the AMD Fusion Render Cloud

By: L'Iy Zhen be powered by AMBptimized hardware, including the
_ _ newly released AMD Phenom Il processors, AMD
Advanced Micro Devices (AMD), a producer ghipsets, and ATI Radeon HD 4870 graphics proces

computer processors and related technologies, hasile OoTOY supplies the technical software devels
been working with content developer OTOY on th@ent and a middieware layer.

graphics  supercomputer ever sible for people to watch a movig
built. During an Industry Insider halfway through on their cell
Series keynote at the Consume phones, while taking the bus
Electronics Show in Las Vega home, and then switch over ta
AMD CEO Dirk Meyer and OTO their HD TVs and continue watc
CEO Jules Urbach revealed the ing the same movie from exactl
the new technology is designed the same place they stopped. |
auz oNbBF]l UKS 2 U will also make it possible to pla
rier and to process a million com- the most visually intensive first
pute threads across more than person shooter game at the high
mMmann 3N LKAOa L est image quality settings on you
currently powers 7 out of 10 of cell phone without having to
UKS ¢2NX RQa ¥l a " Zownload or install any of the soft
of which are the fastest com- ware, saving tons of storage spad

puters in the world. The AMD and battery life that would have
Fusion Render Cloud is projected Phenom Il processort been used up with compute
to be ready in late 2009. la5Qa ySsoSal 0i5hdyizfisz I e

The supercomputer will The AMD Fusion Rends

be powered by software created by OTOY, which v#lloud will also enable remote retiine rendering of
make highdefinition (HD) cloud computing possiblesim and visual effects graphics on_an unparalleled sc
he¢h, Qa 3INI LKAOA& NBYRSNRYGEmisyzdmipdhiesNBn ufilide 1B AMD Aidion Re
liver highend 3D graphics through the cloud by precioud to create and launch negeneration game con
processing them on servers before transferring them {gn;. Gaming companies will be able to create virt
thin devices through the web. The system will USgorld games with unlimited photeealistic detail and
serverside rendering to allow content providers tQnake use of new delivery channels as open and dive
transmit PC applications, video games, and other grafythe web. These are just a few of the experiencép

icsintensive applications to practically any type of mqnat will be made feasible through HD Cloud computifiy
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Bad Year for Buffett, However Better Times Lie Ahead

22NI RQa 06Sal Ay@Saia2NI KFa GSNNARotS &SI NJ
By: Alex Pan

¢KS YIy O2yaARSNBR o8 -\/"\ D & \(\ “\ aa
greatest investor just had his worst year ever. Mr. Buf: \‘ / \/y\\ ‘7: \\ e 4 'f":'lﬂ%’-ﬁ'?
FSGHGQa O2YLlye .SNJaKANE 7~ // e A Sl A
N\ . L)

2008 earnings this past weekend, reporting a loss ¢ ﬂ*\\
9.6% in book value per share, a performance metrit \|
regularly used by Berkshire. This recent loss marks tF
largest oneyear decline since Mr. Buffett took over
the company in 1965.

Ly aNXp . dFFSaaQa yyc/
both Berkshire shareholders and nshareholders
FfA1SE GKS € S3ASYRINE Ay
42YS RdzYo OGKAy3aédod | 26S¢
oughly demonstrated how he has positioned Berkshire
to weather the financial downturn.

In 2008, Berkshire Class A shares (NYSE:BRF
fell 32%, nearly as much as the broader market. Fc
2009, shares are down 19%, barely outperforming the
Dow Jones Industrial Average. Despite this, many an ( s =
lysts are content that the company did not lose even ILLUSTRATION BY LARA TOMLIN
more value. In addition, many are impressed by Mr. .
CdZFTSG00a LINBLI NI GAz2y Ay WaeRBuller GEQ of BerkshiggHathaway.
market persists. Through pushing his reinsurance com- Ccould not'escape thefinancial downturn
pany, General Re to limit its exposure in complex dspecified levels when the deals were written, then Be
NA G GAGBSas 6KAOK KS 2y Ghire vill-hava drpdyaut foOthefconBats. IBietTekyyd OA
S LRYaA 2F¥ Yl aa RSA(GNHRFA 2 BN & @NIS QadzmuHpi 6 St a e 8
avoided further substantial losses. ory the firm would have to pay out $68.29 billio

Despite this, Berkshire took a loss of approxi- Besides commenting on Berkshire, Mr. Buffe
mately $5.1 billion in the fourth quarter due to variousalso displayed his views on the economy and finandil
other derivative contracts. These contracts, in sunerisis. He said he was certain the broader econorj

S |

mary, are bets against long term declines inbothd&#2 dzf R 6S aGAy aKIYofSaé TN
mestic and foreign stocks. If indexes drop beneaththé2 i (St f dza G6KSGKSNI GKSH &z
Berkshire Hathaway Inc. Feb 29, 20028 - Feb 26, 2009 -£1050 (-432,79%)
- 140000
m‘\ - rf’\'\ ||-—"‘l,‘||#||
H\—"'JM“’-«_,-"! \ ) v |
Lkﬁ‘mv’ \\x\ﬁ\ MW’H \ A 120000
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Mr. Buffett also praised the government for the recentThe November stock market crisis was essentially ba
massive bailouts, claiming that intervention was restrictly on fears and illusions that destruction to th
j dZANBR G2 | @2AR I ai2al finandaNsydtein Ras gmyninentA HowelieK &nce Falioyi
system. He also admitted that the much needed assissm and confidence returned to the system, the mar
GFryO0S g2dZ R tA1Ste Ol dza®nditodgyindpie® DN Se corifranS Rebriafy $t0
including inflation. While Mr. Buffett noted that reck- levels have drastically declined amid realifijhe stock
f Saa tSyYyRAy3 Ol dzaSR (KS nmkeétBlased at BINGthalflthe Yafue singe alindsiS
system he has ever witnessed, he also forecasted thatonths prior to February 23. As a cause of this effe
eventually the economy and stock market will reshares bought at any point within the last 11 years ha
bound, and the best days for the U.S. are ahead. been practically rendered useless because they are
worth less than the price they have been bought for.
R Analysts were too optimistic in their prediction
CS o NHzZl NB Q& { {2 O vergwpraNgler afraunfa@egrBcfe |
; ; ; nt, analysts believed that stock -market levels woull
Frightening Reality not fall below November levels. February distinct
The Financial System is in Need of Repair proved this wrong. Second, analysts believe that tige
. . ; stock market would ameliorate halfway through 200
By: Monica Shim "
owever, there have been no events that have ad-
Almost everyone is aware of the current dev-curred to prove that the market would recover b
astating conditions of the stock market. For how longhen.
the economy will be in the slums, no one knows. How- In addition to all this mess, the prospects (
SOSNE CSOoNM¥z- NeQa aidz201 earmalsSie vefy . nifatt, ahdly&@s@re Rxaderbal
welcomed sign. February stock levels agonizingyKS aAddz2 GA2y o6& &aOdziida
stooped to lows unseen since April 1997, warningthé & A aX ¢ GgKAOK | NB y2i dzas ¥ d
nation to prepare a long and painful battle against thisng to verify the value of their stocks. In the midst ¢

dz

recession. this entire situation, everyone is turning to the gover

ment for help. Once

Zoom:1d 5d 1m 3m Em ¥TD 1y Sy 10y Mau Feb 04, 2009 - Mar03, 2002 | the untouchable cor-

®Dow 16729 BSLP500 16 05% -1288% | porate titans, AIG,

=% | General Motors, and

//_ \ others alike are ask-

- \\ ow | ing for federal loans.

T N—— The government is

Q*;?x _5q | SCrambling to find a

N— quick and effective

| resolution to this eco-

= P : g

2 / %H:“:;“x -10% § nomic crisis. How-

~ = ever, such a quic

w resolution is unlikely,

| and often times, such

20% §o|ut|ons are ineffec-

tive and risky. For

| | | | | | | | | | | | | | | | | | nOW, the natlon IS to
The three major indices lost over 10% in the last montht asignificantdropthat aA vy L} & &I Al ¥

reflects the current pessimism in the global markets Y2@pSazé I

by the Obama ad-
¢KS RALI Ay CSoNHzZl NEBE Qaminstiato®tp implSn@rd & @covery plah zhetlwill 8 S € &
different from the stock levels of the November melt-lieve the country of the economic pains and createjiis
down. The November meltdown gradually resultedt G N2 YISNI ' YR Ayy20F A 3S [ 2 dz
subsequent to the collapse of the Lehman Brothersial system.
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For Some: Monev iS evervthinq suspicion that anything unusual was at wotkowever,

The list of fraudulent financiers is growing what should we make of the accounting firms consi
By: Brett Ross ered Vthe best in the busjness t,hat continually clgar
al R2F+Qa 2LISNJI UA 2 yTae factithaK

When will negativity finally cease to flow outthe auditors of KPMG, PricewaterhouseCoopers, B

of any discussion of our economy? If recent events ageidman and McGladrey & Pullen all failed to notige

any indication _ not anytime soon. Amidst the fore- G KI & GKS NBLR2NISR o0Aff A2
closures, bankruptcies, bailouts, watteet bonuses, his track record showed years of alwgyssitive returns
and rapidly declining stock markets, there exists ia alarming.

deeper tale of corruption involving extreme avarice The Madoff scandal was only one example of
and disregard for othersUnless you have lived underincreasing appearance of high magnitude Ponzi sche
a rock for the past few months, you must have heardver the last few yearsin early February, the S.E.C. r¢

of the despicable actions of one Bernard Madoff, ported that they had filed about 70 Ponzi cases in tij§

Gl2LX 21ttt {GNBSG AyoSalhas Mo Qéats NeBdS fur gidcél KadbISWaEIGritc
what may be the largest investor fraud ever commitered. While the frequency of these cases is not gro
ted by a single personHe cheated thousands of peo-ing, the amount of money involved is enormous in co
ple in his 50 billion dollar operationMadoff followed parison with past schemesThe past few months have
tactics in association with exemplified the high magni-
something called a Ponzi tude of the frauds. In late
scheme, whereby he would January, the agency charge
pay returns to investors the Florida fund manager
with the money collected Arthur Nadel with defrauding
from later investors rather investors at six Floridhased
than from profit. The far hedge funds. The S.E.C. sa
reaching effects of his cor- Mr. Nadel provided false in-
ruption extended to nu- formation to investors about
merous individuals includ- GKS Fdzy RaQ N
ing various charities and stated the value of the in-
organizations. vestments by $300 mil-
The Ponzi scheme lion. Just last week Stanford
is designed to consistently Financial Group was alsc
entice new investors by charged by the S.E.C. to ha
offering abnormally high been executing a massive
shortterm earnings for Ponzi scheme over the las
those that give their decade.Robert Stanford and
money. The satisfaction of James Davis misappropriatec
the original customers funds, made fake loans of 1.6
spreads to many more indi- billion dollars, and falsified
viduals looking to invest financial statements to inves-

and earn a steady return . tors. The company could not
on their savings. In the A recent shot of Arthur Nadelt a Florida-based account for the disappear-

OorasS 27F al I'?Qequg&'gd m%ngg,qrycgarqu with $350M fraud ance of over five billion in

positive reputation of his business spread amongst thassets. The actions of these corrupt businesses are s
wealthiest, in many countries across the globéle onymous with the current state of the global eco
initially collected money from local country clubs an@my. It is no wonder that we are becoming increasing
charity dinners.By the time his scheme toppled in latedistrustful of investment banks and handing the securi
2008, he had attracted prominent investors from theof our money over to others.The financial market is
Gulf, Europe, Southeast Asia, and Chirtdaving an finally getting what it deserved for the past sever:
insubstantial knowledge of financials, investors had ngears.

I
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term loan charging a very high interest rate. Obvious

AlG Ba”ed Out Aqam this has turned into much more than a shoerm loan.
Insurance giant needs $30B in funds Now, the government is cutting the interest rate back
By: Ryan Curran order to insure the longerm value of AlG. Under the

new terms, AIG will be able to access around $70 bill

AlG is struggling to keep afloat and is barelfrom the TARP funds. This $70 billion will be used
hanging on to the end of the life raft at this point. Thehelp cover the debt that AIG is currently submersed i
government has practically thrown everything at the At this point, it is too late to let AIG fail; there
insurance giant including the kitchen sink. On Marcfore the Fed has to keep giving AIG money to s
1st, 2009, AIG reported a $61.66 billion loss for thafloat. The stock market is as fragile as ever and a fajie
fourth quarter sending the DOW Jones Industrial Averasurance giant would destroy any stability that t
age spiraling downhill
to a 12 year low of r@ump*ﬂ:‘.‘.}.’::.‘r:’.‘.‘;e::;ﬁ"““‘
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
risky mortgage
backed securities.
lLDQa 0O2YY
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 didmarket has left. Furthermore, a bankruptcy woul
The federal government announced that they wouldcause AIG's roughly 74 million policyholders to aband@in
be extending the AIG bailout by another $30 billiontheir policies causing more troubles for the 100+ coul§-
The $30 billion is in the form of preferred sharedries that AlG is associated with as they will need to (-
rather than a loan, which is basically exposing the tayplace these insurance contracts. In addition, by puttigi
payers to more risk. In addition to the $30 billion, themore money into the company, the government is pr
Treasury said it is going to convert the $40 bilion af SOG Ay 3 ! LDQa ONBRAG NI
preferred shares that they already have into sharesotch downgrade in its lorterm credit rating would
that are more equivalent to common stock. The differforce AIG to pay out nearly $8 billion to its counterpa
ence between common stock and preferred stock isies.
that preferred stock has guaranteed dividends and is AlG is releasing $5 billion to $10 billion in-lif
paid out before common stock in the case of a liquidansurance assets into bonds in order to help pay bagk
tion of the company.t NBE ¥ SNNB R & i 2 OtheR goeinyiddtidebNIBIG is) onieKldhg road to recqy-
same gains as common stock, but it is a much safery and hopefully this will be the final lifeline that the
investment in a case like this. need to turn their corporation around into the succes

In midSeptember, the Fed gave AIG a shortful corporation it once was.
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Hanqinq on the Edqe backed by the govern-

e ment, as well as give
Government Increases Stake in Citigroup Citi additional capital to

By: Rishi Suri cope with losses from C I

the subprime mortgage

Making headlines almost daily, the once finaf§- crisis and potential de-
cial services conglomerate Citigroup has seen its nfar-faults on loans going
ket cap reduced from over $300 billion 2 years ago tq aforward. Moreover, this will give Citi an additiong
mere $6.7 billion as of yesterday. Amid one of tife $2.18 billion a year as it recently cut its 4 cent anng
worst recessions in United States history, Citigroup Hasdividend on common shares and will no longer have
undergone many changes in its business ranging frfgmLJ- @ 2dzi F p2 RAGARSYR
merging its Smith Barney unit with Morgan Stanlqy preferred shares.
and splitting itself into two units: Citicorp and Ci Unfortunately, such a move would dilute th
Holdings. shares of existing shareholders. Additionally, this dgg

At the end of last week, Citigroup announcefl not address the problem that Citi still has billions
that the federal government would be exchanging $36 dollars of losses on its books from illiquid mortga
billion of bailout money for as much as 36% equify backed securities.
stake in the firm, making the US government the lap- It is evident that investors are not happy wi
est shareholder. This would be done by converting $ f
billion of preferred stock into common stock. Suchfa value since the announcement last Friday. In the aff§
move has many benefits as well as downsides attacfledk 2 dzZN&E 2 F ¢ dzSa Rl &@Qa NI
to it. was trading for $1.20 a share. In such a turbulent

The major benefit or hope is that this will givg ket as this one, one can only imagine what the fut
investors more confidence in the bank as it will e holds for Citi.
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