Index

A AIG/Sun American GICs, 205
ABN Amro Bank, RBS purchase, 190-191 assets, control, 321
ABX Index, decline, 183 bonds, purchase, 226 -227
ACA Capital, NYSE delisting, 273 breakdown, 216
ACA Financial Guaranty Corporation, 272 Congressional penalization, 356 —357
Adjustable rate mortgage (ARM), increase, debt, 203, 213-214
319-320 purchase, 190
Agency callable bonds, yield, 250 debt structure, 705
Agency debt derivatives/sreducts, presence, 221
consideration, 181 federal balcn 210
replacement, consideration, 242 Fedeil Raserve Bank assistance, 287
shedding, 187 forvearc trades, 204—-205
Agency step-up debt, replacement, 242 gevernment investment, 189—-190
Aha factor, 382—-383 imiplications, 220
Allstate Insurance, recapitalization, 197 name, change (rumor), 337
ALMs, 91 preferred holders, payment, 324
Altafaj, Amaedu, 90 preferred stock holder, 19-20
AMBAC regulation, absence, 323
exposure, 282 selection, 202
insured bonds, issuance, 296 senior holding company debt, 332
ratings, 273 spread, 40
Ambac (rating), S&P reduction, 217-218 Ameriprise Financial, recapitalization, 197
American Bankers Acsscciazion letter, 326 Appreciation, 175
American Express absence, 390
bank holding company status, 191 receipt, 259-260
selection, 202 Asset-backed securities, 180—181
American General, senior debt maturities, 210 decline, 200
American General Insurance, 220 Assets
American International Group (AIG), decline, 200
210, 248 first call, 189—-190
AIG/Am Gen, yield, 228 malaise, 235-236
AIG/Holdco, 220 price, increase, 56 —57
bonds, 224 recognition, 113
debt, ownership, 188 removal, 143
yield, 228 Auction-rate bonds, 12
AIG/ILFC Austerity measures, 72, 117
bonds, investment grade, 224 EU imposition, 130131
debt, yield, 213-214 impact, 140
public bond issuance, 205 Authorized share/float, 398
yield, 228 Automotive industry, low-cost loans, 330
AIG/Matched Funding bonds, 224 Average life, 57, 398
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B
Back end load fund, 398
Bad debts, exposure, 143
Bailout, 319
effects, uncertainty, 321
funds, bank repayment, 285-286
package, necessity (Bernanke/Paulson
insistence), 329-330
Balance sheet
asset/liability recognition, 113
deterioration, 336
impact, 335
positive side, 223
ratios, application, 297
toxic assets, removal, 335
Balkan countries, Greece bank financing, 86
Balloon payment, 398
Banco Bilbao Vizcaya Argentaria (BBVA),
credit issues, 138
Banking sector, regulations (provision), 347
Bank line, 398
Bank of America
consideration, 221
index, usage, 245
Merrill Lynch acquisition, 287, 289
sale, 278
sub debt, 285
Bankruptcy, 246
exit package, 303
Banks
bailout fund repayment, 285—-286
corruption/fraud, absence, 320
credits, 229
debt, spreads, 335
ETFs, usage, 257
guarantees, FDIC destacion, 365
names, 178, 184—1&5
ownership rules, Fed changes, 326 -327
profits, 406 —407
solvency, 130—-131
stocks, prices, 174
U.S. Treasury, impact, 177-178
Bank-to-bank loans, FDIC guarantee, 333
Bank wire, 398
Barbell strategy, 398
Barclays, movement, 254
Basis point, 398
Basket trade, 398
Bear market, 399
Bear raid, 399
Bear Stearns
backstopping, Treasury (impact), 325
bailout, 278281

debt, 282
demise, 270
impact, 361-362
J.P. Morgan acquisition, 281-282
obligation, 282
takeover, 324
write-down, 273
Benchmark, 239, 256
issue, 399
Bernanke, Ben, 10, 328, 402
Congress, complaints, 330
reappointment, 362
Bifurcation diagram, 399
Big Board, 399
Black-Scholes model, 399
Blanket recommendation, 399
Blind pool, 399
Block trader, 399
Bloomberg, 74
data, 333
Function TII, 170
YTC page.-Y TN calculation, 249
Bond marken
discuss on; 260
investinents, 306
ralvation, impact, 305
Bonds
bubble, 42
credit quality, level, 158
equities, contrast, 389—-390
euro denomination, 100-101, 103
experts, 246
fallback position, 236
fixed coupon/maturity date, 231
funds
deposits, 83 -84
ETFs, option limitations, 84
IG rating, 73
inflation, relationship, 240
insurance companies, 272
insurers, impact, 217-281
investors, performance, 261
money manager consideration, 232
performance, equities performance
(comparison), 42—43
portfolios, decline, 241
purchase, 60—61
mood, 402
reason, 175
undervaluation, 248
Bonuses, concentration, 347
Bounceback, probability, 239
Buftett, Warren, 158-159, 409

INDEX



INDEX

Build America Bonds (BABs), 218
BBB rating, 146147
issuance, 242
market, 76
usage, 81
yield distinction, 76

Bulgaria, EU entry (records falsification), 77

C
Cailleteau, Pierre, 62—63
Cain, Jimmy, 361

Caisse des Dépots et Consignations, wealth, 59

Call provision, 249
Canadian Imperial Bank of Commerce
(CIBC), write-down, 273
Canadian Provincial bonds, 135
Capital
inflows, impact, 81
injection, 184
issue, 142
requirements, application, 297
structure, examination, 136, 174
Capitalism, appeasement, 380
Capital preservation, 159, 165, 200, 240
bonds, purchase, 175
bonds/equities, usage, 293
impact, 298
importance, 349
order, 258
premises, 266
rule, 293, 316
Catalonia, borrowing costs {inciease), 75
Central banks, report, 54
Chavez, Hugo, 329
Cheney, Dick, 322
Chesapeake, bankrupecy, 375
Chief executive otiicer (CEO), role, 372
Chief financial officer, role, 372
Chrysler, low-cost loan, 330
Churchill, Winston, 134
CIT
debt, 190-191
equity, 246—247
GAAP, 72
revenues, increase, 72—73
selection, 202
Citadel Hedge Fund, impact, 297-298
Citigroup
assets, value (increase), 229
consideration, 221
debt, purchase, 190
financials, 282
forced conversion, 316

government investment, 189-190
government sale, 228 —229
stock price, 223
subordinated notes, 60—61
U.S. government rescue, 332
Civil War, 312-313
Cold War, 64—65
Collateral, value, 194
Collateralized debt obligation (CDO), 159
debt, sale, 160
insuring, 273
Collateralized debt obligation cubed
(CDO-cubed), 142
Commercial paper
funding facility, decline, 365
purchase, 333
Commercial real estate, 260
position, decline, 241
Commodities, 264
appreciation, 56 =57
cost, 241
deals, 152
decliaie 200
Commedity Research Bureau (CRB)
Index, 294
examination, 81
level, 274-275
reduction, 7—8
Common stock, dividends, 6
Company value (erasure), financial crisis
(impact), 333-334
Compression, advantages, 260
Consensus recognition, 131
Constant maturity swaps (CMSs), 241
option, attachment, 243 -244
Constant maturity Treasuries (CMTs), 241
option, attachment, 243244
Constar, bankruptcy, 375
Consumer Price Index (CPI)
CPI linked securities, 153
decline, assumption, 170—-171
measurement, 154
negative value, 169
problems, 111
replacement component, 164—165
report, 164—-165
spread, 327
year-over-year CPI, 169-170
Continental Illinois Bank, failure, 16
Continental Illinois National Bank,
failure, 278
Contracts law, abridgement, 379
Core assets, protection, 165
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Corporate bonds, 333

compression, 43—44

markets, yield (increase), 75-76
Corporate credits, comparison, 218
Corporate debt, 201
Corporate executives, job loss, 381
Corporate Inflation Protected Securities

(CIPS), 155—-156

bond engagement, 157

bond yield, 164

usage, 366

value, 163
Corporate spreads, 81

Corporations, government demands, 351-352

Counterparty obligations, 305
Counterparty risk, 138, 203204
importance, 343
Lehman Brothers, relationship, 315
Country bailout, EU prohibition, 110
Country defaults, fear, 207—-208
Coupon payments, increase, 232
Credit crisis, 68, 129
Credit default swaps (CDSs), 35—-36
exposure, 95
Greece exposure, 86
increase, 123
spreads, 45, 141-142
transactions, 204 —-205
Credit default swaps (CDSs) markets
defaults, triggering, 288
impact, 313-314
uncertainty, 323
Credit rating, downgrades, 336
Credit risk, impact, 360
Credit selection, 218
Currency
cost, 383—-384
intervention, 406
speculation, 70
trading, 53—54
worth, 54

D
Darling, Alistair, 82
Daschle, Tom (withdrawal), 347—-348
Debt
instrument, values, 327
markets, interest rates (impact), 33—34
monetization, 327
owners, impact, 335
repayment, 241
spreads, 79
yield, comparison, 43

INDEX

Debt-denominated euros, ownership, 120
Debtholders, importance, 386
Deflation, 56

approach, 44

confrontation, 356 —357

consequences, 195

impact, 153—154, 191-192

presence, 313, 334

securitization, relationship, 266

trade, 169, 266
Deflationary environment, hedge, 169
Deflation Investment Protected Securities

(DIPS), 169

Deflation-linked trade, arbitrage play, 171
Deleveraging, 344345
Delphi, bankruptcy struggle, 303
Democrats, policies (impact), 527
Depreciating asset, presence, 359
Derivative contracts, 202 -2(4

presence, 79

Derivative transact.on, design/creation, 295

Deutsche Ban' morgin call, 306
Diversificatior usage, 257
Dividends
cessatidn, 362
~haage, 187
¢overnment elimination, 351
impact, 43
problems, 258
DJ Euro Stoxx, decrease, 8
Dow Jones, yields, 42
Dow Jones Index, 309
Dow Jones Industrial Average (DJIA), 176
losses, 298
Drexel Burnham, demise, 281

E

Earnings, change, 187

Economic collapse, 389

Economic considerations, political

considerations, 358

Economic crisis, 180—181, 214
Grant’s corollary, 302-303
inverse ratio, construction, 336

Economic downturn, 199
possibility, 32

Economic hardship, 258

Economic problems, manifestations, 310

E.F. Hutton, demise, 281

Elected officials, response, 353—-354

Elliott wave theory, 400

Endowment fund, 400

Equities, 174
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bonds
contrast, 389—-390
performance, comparison, 42—43
carve-out, 400
collar, 400
dividend, elimination, 174—175
funds
movement, 256
outflow, 83—84
market, decline, 129-130
preferred stock, contrast, 175
Escalator clause, 400
Euro, 58
bearishness, 59
credits, rating agencies examination, 113
currency, usage, 102
decline, 49, 69, 103
call, 69-70
exposure, 120
importance, 51
ING/Société Générale reclassification, 143
level, 63
overvaluation, 103
relative value, importance, 54
U.S. dollar, competition, 51-53
value
depreciation, 55
importance, 54-55
Europe
austerity measures, 72
banks
debt, cost (assumptions),.1-t4
stress tests, 145
Bloomberg Index, 142
credit crisis, propress, 37
crisis, 107
economic division, 149
financial crisis, 144
PIIGS, 110
politicians, behavior, 342—-343
problems, 69-70
relief rally, 72
reserve currency, dominance, 342
retail sales, decline, 137
sovereign debt, short selling (German ban),
132
total banking system, 142143
European Central Bank (ECB)
bailout share, 126-127
borrowing, amount, 35
capital, provision, 142
debt, collateral, 53
deposits, 137

Greek loans, 45
stability, provision, 187
survival, impossibility, 101
European Coal and Steel Community,
formation, 51-52, 94
European Economic Community, 51-52
European Union (EU)
austerity measures, 130—-131
bank stress tests, 47
breakpoints, 133
concept, awareness, 66
control, Germany (impact), 52
creation, 93—-94, 118—119
credibility, problem, 124
crisis, 123
critical mass, 119
demise, 77
dysfunction, 98
economic structiro,imnpact, 66
governments, wicharawal, 69
Great Britain, szcession, 134
Greece
approach, 78
entry, 80, 119120
internal problems, 54
manipulation, 148
nations, stability, 87
political waves, impact, 108
power
demonstration, 52
struggle, 66 —67
problems, 37
proclamations, impact, 88
regulation, 91
stress, 121
survival, problem, 134
European unity, calls, 99
Euro Zone, 7-8
Eurozone
flight, 135-136
problem, 369
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Eurozone bonds, issuance (discussion), 82—83

Exchange-traded funds (ETFs)
options, limitations, 84
usage, 257

Exotic option, 400

Expiration date, 400

Explicit guarantees, 348, 351

Extension swap, 401

F
Face value, 401
Fear, spasms, 37
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Federal agencies
bankruptcy, government (impact), 348
implicit/explicit guarantees, 348
Federal bailout, 210
Federal Deposit Insurance Corporation
(FDIC)
bank-to-bank loan guarantee, 333
CDs, purchase (cessation), 57
creation, 278
FDIC-backed debt, 181
FDIC-insured CDs, purchase, 298
FDIC-insured debt, 213
FDIC-insured paper, 314
guarantee, 245
guaranteed debt, 187
Federal Deposit Insurance Corporation (FDIC)
debt, 335-336
existence, 345
impact, 201
offerings, 214
ownership, 365
purchase, cessation, 57
Federal Farm Credit Bank (FFCB), 10, 306
Federal government, control, 313
Federal Home Loan Mortgage Corporation
(FHLMC)
AIG/HFSG preferred stock holder, 19-20
bankruptcy, 201, 322-323, 345
cessation, hypothetical, 283
conservatorship, 284, 351, 362
credit, impact, 9-10
debacle, 326
equities, price, 10
establishment, 3
fourth quarter loss, 27
junior debt, perils; 16
mortgage limits, increase, 22—-23
nationalization, 58
obligations, honoring, 13
Paulson takeover, 25
preferreds, problems, 337
preferred shareholders, payment (Paulson
refusal), 288
preferred shares, Paulson (impact), 24
preferred stock, issuance, 18
problems, 320-321
confrontation, 162
senior obligations, trading, 14
uncertainty principle, 12—14
U.S. takeover, 7
Federal Housing Association (FHA),
creation, 278
Federal Housing Finance Agency (FHFA), 18

INDEX

federal supervision, 22
mortgage limit increase, 25
Federal National Mortgage Association
(FNMA)
AIG/HFSG preferred stock holder, 19-20
bankruptcy, 201, 322-323, 345
cessation, hypothetical, 283
conservatorship, 284, 351, 361
debacle, 326
equities, price, 10
establishment, 3
junior debt, perils, 16
lending, rates (decrease), 28
mortgage limits, increase, 22—23
nationalization, 58
obligations, honoring, 13
Paulson takeover, 25
preferred shareholders, na ment (Paulson
refusal), 288
preferred shares, Pauizon (impact), 24
preferred stock ssuance, 18
problems. 320 —:27
confreut. tion, 162
senicr bbligations, trading, 14
un‘erainty principle, 12—14
'J.8. takeover, 7
Seceral Reserve Act, 324
t“ederal Reserve Bank, 53—-54, 204, 364
commercial paper funding facility,
decline, 365
observers, 365
Federal Reserve Bank of New York, fund
establishment, 216
FGIC
insurance amount, 273
insured bonds, issuance, 296
Fifth Third Bancorp, large-cap bank, 19
Fill or kill order, 401
Finance companies, U.S. Treasury (impact),
177-178
Financial calamity, return, 313-314
Financial collapse, lessons, 315
Financial credits, 224
names, 178—179, 185
ownership, 376
Financial crisis, 283, 292, 302
consideration, 56 —57
money, impact, 312-313
normalcy, 299
Paulson, impact, 288
politics, impact, 341
prediction, impossibility, 299
problems, 309



INDEX

responses, 301
risk profile (2009), 390
Financial institutions
control, 65
solvency, 130-131
Financial landscape, change, 214
Financial markets
function, 129
importance, 277
music, comparison, 385
primacy, 133
problems, 51
profit motive, 132
Financial matters, 355
Financial organization, risk management
(importance), 295
Financial products, creation, 351
Financials, decline, 336
Financial sector, impact, 138
Financial system
proclamations, 368
saving, 320
trust, basis, 79
Financial Times Stock Exchange (FTSE),
decrease, 8
Financial transactions, 53
First callable CIPS bond, engagement, 157
First-class indicator, 46
Fiscal stimulus programs, 313
Fixed coupons
LIBOR floaters, contrast, 221
Treasuries, 155
Fixed income markets, yield, 197
Fixed income products; investors, 44
Fixed-to-float bonds, 225-231, 236
call, 240
effectuation, 244
opportunity, 253
Fixed-to-float mark, 236
Fixed-to-float opportunity, 237
Fixed-to-float securities
call, 247
defined coupon payment, 232
usage, 81
value, 247
Fixed-to-float structure, 238 —-239
Flip date, 249-250
Floating rate bond, 256
Ford Motor Company, low-cost loan, 330
Forward trades (AIG), 204 -205
France, GDP (announcement), 149
Frank, Barney, 329
Free enterprise (Hoover enterprise), 312
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Fuld, Dick, 361
Full faith and credit agencies, 362

G
Game-changing events, 386 —387
Gates, Bill, 409
Geisel, Theodor (Dr. Seuss), 285
Geithner, Tim, 362
General Electric (GE)
debt, sale, 245
spreads/ratings problem, 188
Generally accepted accounting principles
(GAAP), 403
General Motors Acceptance Corporation
(GMAC), 8, 215, 307
ResCap resort finance business purchase, 307
General Motors (GM)
bankruptcy, possibilit ;. 297
low-cost loan, 325
mess, 303
German Deut.che Bank, standards, 143
Germany,
bailgw bili, approval, 133
tonds; debt spread, 79
traancial institutions, short selling, 132
pride, 93
Glass-Steagall Act, 278
Global Financial Stability Report (IMF), 122
Goldman Sachs, 160, 274
bank status application, 190-191
competition, elimination, 361
Paulson, career, 321
retail base capture, 228229
Government National Mortgage Association
(GNMA), 306
direct government obligation, 28 -29
government faith /credit guarantee, 162
Government-sponsored enterprise (GSE), 3,
182
bankruptcy, Treasury (impact), 325
debts
guarantee, 288
payment, 7
guarantees, 323
obligations default, 9
Government-sponsored enterprise (GSE)
agencies
federal oversight/supervision, 21-22
obligations, payment, 17
opportunity, 15
oversight, 15-16
Grant, Mark, 155
Grant Plan, 113-114
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Grant’s Rules, 186, 200, 273, 396—-397
application, 367
importance, 283
restatement, 275
Great Britain, EU secession, 134
Great Depression, 154, 269, 278
cessation, World War II (impact), 391
comparisons, 312-313
conditions, return, 270
examination, 299
experience, 292
history lesson, 349
reaction, 68
Great Game, 33, 48, 71, 371
change, 125, 259, 388
excuses, absence, 372
experience, 264
focus, 270
interest, 263 —-264
loss, 144
Paulson play, 361
perspective, 386
playing, 232, 260, 284
ability, 383
difficulty, 380
success, 34, 68, 144
truth, absence, 354
unfolding, 365
vision, requirement, 376
Great obsession, 33
Great Recession
arrival, 107-108
experience, 292
Greece
assistance, EU plan, 87
austerity, 87, 108 =109
bailout process, 127
banks, ECB borrowing, 45
bonds, CDSs (relationship), 35—-36
calamity, investment impact, 78
collateral, pledge, 62—63
credit-default swap (CDS)
markets, haircuts (projection),
141-142
credit-default swap (CDS) contract
exposure, 86
debt, 102, 112
EU bank pledge, 63
ownership, 120
payment, 128
purchase, 82
spread, 368 -369
support, 106

INDEX

value, decline, 62—63
default, possibility, 82
deficit, GDP percentage, 112
downgrades, 62
economic landscape, change, 78 =79
economy, debt (impact), 103
EU entry, 80
EU lending, tranche arrival, 145-146
EU proposal, variables, 127-128
EU scenarios, 104
examination, 97
explosions, 70
financial transaction, unsoundness, 77
financial trouble, 53
forecasts, 88 —89
funding levels, unsustainability, 103
GDP, 128
reduction, 90-91
Germany/ France loans; possibility, 83
IME/EU aid, 99
IMEF proposals. 104 -105
IMF terms /=cnditions, strictness, 120
importarice: 92—-96
Ortliodoxy, 100
perspecuve, 126
povrer, balance, 64
risk, 120
shutdown, 85
solutions, 130—131
sovereign debt, 49
tax revenues, increase, 88
tragedy/farce, 80, 82
turmoil, 77
value systems, differences, 78
Greenberg, Hank, 204
Gross, Bill, 28
Gross domestic product (GDP)
comparison, 56
growth, 191-192
Growth, impact, 153—154
Guaranteed investment contracts (GICs),
197, 205
cheapness, 219

H
Haircuts, 143
projection, 141-142
Halifax Bank of Scotland (HBOS), 222
Hang Seng Index, 403
Hard-to-sell assets, 406
Hartford Insurance, recapitalization, 197
Hedge funds, 306-307
running, 372
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Hercules, fifth labor, 90

High-yield bonds, purchase (absence),
199-200

High-yield credits, 241

impact, 45

High-yield debt, 245

High-yield securities, 261

History, study, 356

Hitler, Adolf, 148—149

Hong Kong and Shanghai Banking
Corporation (HSBC), 222

Hoover administration, free enterprise, 312

Horizon analysis, 403
Housing
FNMA/FHLMC role, increase, 11
plan, 57
value, decline, 319
Housing agencies
bankrupt condition, 28
conservatorship, 27-28
direct guarantee, absence, 29
full faith and credit guarantee, 4
Housing agencies, implosion, 3
Hybrids, 45
government calculation, 255-256
impact, 232
products, 261
Hyperinflation, 403

I
IBM, accounting issues (formal
investigation), 397
Iceland, problems, 115-116
Implicit guarantees, 345,351
Index funds, 245
Individual inves:or, protection, 13
Industrial credits, yields, 376
Inflation
bonds, relationship, 240
consequences, 195
expectations, 305
impact, 153-154, 191-192
increase, 164—165
measurement, CPI (usage), 154
presence, future, 334
pressures, 294
rate, 161, 165
wages, comparison, 165
worries, 241
Inflation linked bonds, 168
Inflection points, 55
ING, euro reclassification, 143
Instinct, luck (comparison), 388
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Institutional investors, political risk, 358
Institutions, investment schematic, 84
Insurance company
credits, names, 178—179, 185
debt, issuance, 197
recapitalization, 197
Insurance policy, 189—-190
Interest rates, 409
call, 33-34
increase, 231
low level, 38, 176
Intermediate goods, prices (increase), 161
International Lease Finance Corporation
(ILEC), 205
sale, 220
International Monetary Fund (IMF), 74-75
control, 94
Global Financial Stab.lity: Report, 122
Greece, approach; 78
Intrinsic value, ten-y<ar Treasury
(relaticnship), 34
Inverse ratic. construction, 336
Investricot
tanks;impact, 297
n.avkets, construction, 259—-260
opportunity, 225, 260
Investment-grade corporate bonds, U.S.
issuance, 245
Investment grade (IG) rating, 73
Investment-grade securities, 261
Investments
yields, 38
Investment schematic, 84
Investment watchword, 186
Ireland
austerity, 108—-109
sovereign debt, 49

J

Jefterson, Thomas, 115, 367

J.P. Morgan (JPM)
assets, backstopping, 309
Bear Stearns purchase, 281-282
consideration, 221
debt, valuation, 229
shares, decline, 277-278
Washington Mutual asset sale, 309

K

Kidder Peabody, demise, 281

Knickerbocker Trust Company of New York,
277-278

Kosher Dietary Laws, 358 =359
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L Long Term Capital Management (LTCM)

Lachman, Desmond, 90 -91 crisis, 278

Lagarde, Christine, 133 examination, 299

Lead tables, usage, 156 Russian bonds, impact, 300

Lehman Brothers LyondellBasell, bankruptcy, 375
assistance, Treasury refusal, 325
Chapter 11 bankruptcy, 287, 288, 323 M
counterparty risk, relationship, 316 M3 growth, 191-192
debacle, 313 Madoff scheme, 344
demise, 270 Mandel, Howie, 330
impact, 361-362 Market psychology, 31
payment, FHLMC claim, 338 decrease, 42
short-term obligations, guarantee, 338 Marks-to-markets, 309

Leverage, 253 impact, 124
addition, 45 Mark-to-market accounting rules, 406
caps, 353 Mark-to-market value, 231

Leveraged buyout (LBO), 408 Marshall & Ilsley (M&I), 63

Liabilities, recognition, 113 Massachusetts Mutual, highcr-reted credits, 40

Liar’s Poker, 263 Material change, 57

Lincoln National Corporation (LNC), 39—-40 MBIA
recapitalization, 197 exposure, 282
stock, increase, 197 insured bords. is,uance, 296

Linkers, 155 ratings, 27..

Liquidity, 244 Mediuin-terzi securities, impact, 39
crisis, 264 Merkel, Angela, 129, 133, 148—-149
disappearance, 300 -301 M.rri'l Lynch, 160
increase, 283 actions, impact, 161
issue, 317 Bank of America purchase, 287, 289
provision, 297-298 financials, 282

London Interbank Offered Rate (LIBOR), write-down, 273

163-164, 168 Monetary stimulus programs, 313
fixed coupons, contrast (adjusiment), 164 Money
level, 309 impact, 378
six-month LIBOR, 249-220 making, 355
spread, 232 perspective, 395
usage, 84 Money changer profiteer, 359
London Interbank Oftered Rate (LIBOR) Money managers
floaters, 229230, 240, 261 coverage, 405
fixed coupons, contrast, 221 discussion, 386
flip, 250 Money market assets, growth, 300-301
purchase, 243 Money market funds

London Interbank Offered Rate (LIBOR) government insurance, 338

rate, 237 problem, 245
increase, 250 -251 Money market mutual fund industry,
observation, 366 guarantees (government cessation), 365
usage, 238-239 Monoline insurance companies, ratings, 273

London School of Economics, 371 Moody’s, Real Commercial Property Price

London Stock Exchange, decrease, 8 Index (reduction), 225-226

Long corporate bonds, 39 Morgan, J.P., 95, 409

Long-dated floating rate bond, 249-250 Morgan Stanley

Long-dated Treasuries, yields, 39 bank status application, 190-191

Longer-dated securities, purchase, 266 consideration, 221

Long fixed-to-float bonds, 243 financials, 282
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Mortgage-backed assets, 184
Mortgage-backed playbook, 238 -239
Mortgage-backed securities (MBSs),
problems, 183
Mortgage-backed securitizations, changes,
350-351
Mortgage bonds, insuring, 273
Mortgage issues, 294
Mortgage market, U.S. economy
portion, 296
Mortgage payments
change, 183-184
government impact, 349
Mortgage pools, value, 194
Mortgage securitizations, losses, 57
M&T Bank, large-cap bank, 19
MTN-I conference, 59—-60, 121
Municipal bonds, 217-218
examination, 236

N
Nano spreads, 43
National City, large-cap bank, 19
National City Corporation (NCC), 211
National interests, impact, 187
Nationalism, 139
Nationalization, 381
Nation costs, reallocation, 74—-75
New York Stock Exchange (NYSE)
ACA Capital delisting, 273
stock market level, 277
New York Stock Exchange Y“NYSL), trading,
197-198
Nonfinancial transactioiis; 5%

(o]
Office of Federal tiousing Enterprise
Opversight (OFHEO), 15-16

mission statement, 16—17

Opening bell, 399

Option-adjusted spread (OAS) basis, 247

Out-of-the-money call, 410

Overleveraged risks, nonallowance, 314

P
Paulson, Hank, 10
Congress, complaints, 330
decision, 4
problems, 326
decision making, capriciousness, 213
financial crisis, 288
Goldman Sachs career, 321
impact, 24-26
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obligations, payment, 26
problem, 361-362
Penn Square Bank of Oklahoma, failure, 278
Perpetual bank bonds, government calculation,
255-256
Plain vanilla bond, 231
PNC, 211
Political risk, 57
consideration, 347—349, 355
impact, 345-346, 350
importance, 378379
inclusion, 358
question, 29
Politics
blame, 351
impact, 341
Ponzi scheme, 344
Portfolios, 377
protection, 232
Portugal
austerity, 108—109
contracts, decline, 35-36
finarici.ls, report, 369
Paliamient, budget deficit (increase), 86
scvereign debt, 49
total debt, 124
yield, widening, 121
Portugal, Italy, Ireland, Greece, Spain (PIIGS),
91, 110
Preferred dividends, 174-175
impact, 43
nonpayment, 316
Preferred stock, 174, 408
equity, contrast, 175
government position, 196
government receipt, 189-190
purchase, 173
senior/subordinated debt, comparison,
351-352
U.S. Treasury, impact, 177-178
Prepackaged bankruptcy, 215
Price appreciation, 261
Price-to-earnings (P/E) multiples, 259—-260
Primary dealers, impact, 297
Principal Financial, recapitalization, 197
Private company, government takeover, 323
Private debt, widening, 194
Private enterprise
funds, provision, 355
profit, limitation, 359
Private sector, deleveraging, 344 —345
Producer Price Index (PPI), increase, 111
Professional investors, roles, 314
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Profit, interest, 356

Projected growth /revenues, macroeconomic
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Prudential Financial, recapitalization, 197

Public bond issuance, 205
Public funds, provision, 356 —357
Public-private initiative, 359
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R
Ratings, decline, 296
Rational thinking, usage, 310
Real Capital Analytics, 225-226
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(Moody’s), reduction, 225-226
Real estate, 390
exposure, 143
inflation, 56 —57
maturity, absence, 390
stabilization, 218-219
valuation, 194
Recession
economy, improvement, 46 —47
second stage, 344
Regional banks, 254
impact, 63
Regions Financial (RF), 63
Reinsurance agreements, 204 —205
Reinvention /repositioning, 212
Reliance, 21
theory, 22
Relief rally, 72
Repo, 408
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counterbalance, 48
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356-3257
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S
Salomon Brothers, Liar’s Poker, 263
Savings & Loan (S&L) crisis, 283, 295
Savings & Loan (S&L) sector problems, 295
Secondary assets, compression, 43
Securities, value, 231
Securities and Exchange Commission (SEC), 397
regulation, 313-314
Securitization
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income, decline, 184
owner, 180—-181
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Security Capital, insured hor.ds (issuance), 296
Self-determination, issue, 08
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short, 187-183
Senior debt, 174
avaulatuity, 210
“redit owners, 184
turchase, 173, 193-194, 246
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Shorter-dated bonds, 248 —249
Short rates
determination, 34
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Short-term obligations, guarantee, 338
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Socialization, 381
Social unrest, increase, 131
Société Générale, euro reclassification, 143
Soros, George, 158159
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yield considerations, 83
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rating, 272
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Step-ups, usage, 81
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Stimulus
plan, 56
spending, comparison, 387
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Stock market
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Subordinated debt, 174
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Total return
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tunds, usage, 368
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United States
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banking system, change, 187
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dollar, euro (competition), 51-53
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financial crisis, 394
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426

United States (continued)
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U.S. government
bonds, yields/diversification, 135
economic interventions, consequences, 193
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U.S. Treasuries
baseline securities, 34
bonds, benchmarks, 256
compression, 44
debt spreads, 79
financial initiatives, 184
issuance, 241
market
consequences, 193—-195
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discovery, 218-219
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Variable-rate bonds, 12
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Year-Over-year CPI, 169-170
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