
P1: OTA/XYZ P2: ABC
JWBT536-bind JWBT536-Liaw September 3, 2011 21:34 Printer Name: To Come

Index

ABS credit default swaps (ABCDS), 187
Accountants/accounting firms, 122, 134,

136
Accredited investors, new equity issues and,

139
Acquisition/merger agreement, 108, 110
Advance/decline (A/D) line, in technical

analysis, 231
Aftermarket trading and research, 137
Agency problems, 101
Agency securities, 155–156
Agricultural Development Bank of China,

350–351
AIM, listing requirements, 209–210
All-cash M&A transactions, 106, 114
American depositary receipts (ADRs),

195–207
advantages, 204–205
issuance and cancellation, 196–199
regulation, 205–207
sponsored programs, 200–203
unsponsored programs, 199–200

Anti-trust laws, M&As and, 109
Arbitrage, 217–225

between ADRs, 197
convergence trading, 220–223
convertible arbitrage, 217–218
covered interest arbitrage, 224–225
index arbitrage, 217
mergers and acquisitions risk arbitrage,

218–219
risk arbitrage, 114–115
structural arbitrage, 220
yield curve arbitrage, 223–224

Askin, David, 293–294
Asset securitization, 173–194, 257, 259

advantages and disadvantages, 179–180
asset-backed securities, 187, 259, 264

automobile loan receivables, 189

Collateralized Bond Obligations and
Collateralized Loan Obligations, 174,
192–194

credit card receivables, 187–189
sports facility finance, 189–190
student loans, 190–191
tax liens, 174, 191–192
development of market, 174–175

Dodd-Frank Act and, 6
mortgage-backed securities, 181, 259

callable pass-throughs, 186–187
collateralized mortgage obligations, 185
mortgage pass-throughs, 181–182
prepayment risk and, 182–185
role in financial crisis, 5
stripped mortgage-backed securities,

185–186
overview, 173–174
regulation, 312
securitization structure, 176–177

credit enhancement, 178
credit rating, 178
originator and collateral, 177
servicing, 177
special purpose vehicle, 177–178

time schedule, 178–179
Associates, at investment banks, 52, 53–54
Attorneys. See Legal department
Auction rate preferred stock, 276
Auctions, of Treasury securities, 146–151
Automobile loan receivables, as asset-backed

securities, 189

Bankers Trust, 271
Bank of America, 37, 335, 348

market trends and, 360, 361
mortgage-backed securities, 174
structure and services, 15–16
underwriting business, 119

367

CO
PYRIG

HTED
 M

ATERIA
L

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT536-bind JWBT536-Liaw September 3, 2011 21:34 Printer Name: To Come

368 Index

Bank of China, 348–349
Bank of New York Mellon, 196, 204
Bankrupt-remote entity. See Special purpose

vehicles (SPVs)
Barron’s confidence index (BCI), in technical

analysis, 232–233
Basel III, 2, 359, 363
Bear Stearns, 276, 360
Best efforts agreement, for new equity issues,

118
Bid-ask spread, 145, 153, 216
Bidding guidelines, for M&A, 103
Bid-to-cover ratio, 148
Bloomberg, 145
Blue-sky laws, 126, 175
BM&FBOVESPA, 326, 327–328
BNP, 348
Boards of directors:

regulation of, 312
role in financial crisis, 4
Sarbanes-Oxley independence

requirements, 136
structuring for takeover defense, 111

BOC International Holdings, 349
Bond anticipation notes (BANs), 158
Bonds, in repo market, 249–250. See also

Corporate bonds; Debt underwriting
Book-entry government bonds, in China, 350
Book value approach, for M&A valuation,

106
Boutique investment banks, 9, 18–20, 49–50
Boyle, Elizabeth, 69–72
Brady bonds, 329
Brazil, 326

bond markets, 328–329
Brady bonds, 329
financial transactions tax, 327
stock markets, 326, 327–328

Brazilian Mercantile and Futures Exchange
(BM&F), 326

Breadth Advance Decline (BAD), in technical
analysis, 231

Breadth of market, in technical analysis,
231–232

Breakup fees/techniques, for M&A, 105, 112
BRICs, 326, 360. See also Brazil; China;

India; Russia
global GDP and, 323–324
infrastructure and, 324–325
middle class and consumption, 325–326

Bridge loans, for M&A, 107

British Petroleum, 133
Brokering, in repos, 251–252
Broker(s), 102, 210
Buffett, Warren, 150
Bundling (ADR ratio), 197
Buyer’s motivations, M&A and, 100–101
Buyout funds, 282
By-law amendments, takeover defense and,

111

Callable bonds, 162
Callable pass-throughs, 186–187
Capitalization ratios, 360–361
Cash bonds, 263
Cash collateral account, 188
Central bank bills, in China, 350
Central counterparty clearing (CCP), 363
Change of control premium, 104–105
Charter amendments, takeover defense and,

111
Charting, in technical analysis, 226
Chase Manhattan Bank, 244
Chemical Bank, 100
Chief executive officer (CEO)/chief financial

officer (CFO), certification
requirements, 136

China, 339
bond markets, 349–352
foreign exchange and, 347–348
investment banks, 348–349
investment management, 358
overview of market, 339–340
qualified foreign institutional investor in,

340–347
stock markets, 352–355

China Development Bank, 350–351
China eCapital, 349
China International Capital Corporation,

349
China Securities Regulatory Commission

(CSRC), 340, 349, 354
Citibank, 196, 203
Citigroup, 14, 119, 335, 348, 361
Clearing House Interbank Payment System

(CHIPS), 154
Closed-end investment company, 282
Closing issues:

M&As, 107–111
new equities, 128

Collateralized bond obligations (CBOs), 174,
192–194

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT536-bind JWBT536-Liaw September 3, 2011 21:34 Printer Name: To Come

Index 369

Collateralized loan obligations (CLOs), 174,
192–194

Collateralized mortgage obligations (CMOs),
175, 185

Comfort letter, for new equity issues, 122
Commercial paper, 160–161
Commodity price risk, 44
Commodity price swaps, 270–271
Communication, new equity issues and, 122,

135
Comparable company approach, for M&A

valuation, 104
Comparable transaction analysis, for M&A

valuation, 104
Compensation, for new equity issues, 132,

133
Confidentiality agreements, 103
Conflict of interest regulations, 112–113,

307–311
Conglomerate mergers, 101
Consolidators, M&A and, 99–100
Consumer Financial Protection Bureau, 311
Convergence trading, 214, 220–223
Convertible arbitrage, 217–218
Convertible bonds, 161–162, 218, 263
Convertible securities, issuing for M&A, 107
Convexity, of mortgage-backed securities, 185
Corporate bonds, 161–162

in China, 351
risk management, 164–165
shelf registration, 162–164
types of, 159–162
underwriting spreads, 164

Corporate governance. See Boards of
directors; Management

Coupon pass-through, 248
Coupon rolls, in Treasury auction, 151
Coupon stripping, 143–144, 220
Covenants:

for M&A, 108–109
for new equity issues, 128
private placements and, 166

Covered interest arbitrage, 224–225
Credit card receivables, as asset-backed

securities, 187–189
Credit default swaps, 187, 258, 268, 272–273
Credit derivatives, 272

credit default swaps, 272–273
credit-linked notes, 275
credit spread options, 274
total return options, 274–275

Credit enhancement, with asset-backed
securities, 178, 188, 192–193

Credit-linked notes, 275
Credit rating agencies, 5, 352
Credit risk, 45–46
Credit spread options, 274
Credit Suisse, 37, 348
Currency swaps, 258, 259, 269–270

Daylight overdraft, in repos, 246
Day trading, 214, 216–217
Dealer trading and profits, in Treasury

securities, 153–154
Debt underwriting, 141–171

agency securities, 155–156
calculations

forward rate, 167, 169–171
spot rate, 167, 168–169
yield to maturity and valuation, 166–167

corporate bonds, 159–165
government securities

auctions of, 146–151
market for, 141–146
trading and clearing of, 151–154

municipal bond market, 156–159
private placements, 165–166

Defined contribution pension plans, 280
Deleveraged floaters, 265
Depository receipts, 195–196. See also

American depositary receipts (ADRs);
Global depositary receipts (GDRs)

Derivatives. See Asset securitization
Deutsche Bank, 13, 37, 196, 335, 361
Directional movement indicator (DMI), in

technical analysis, 229–230
Disclosure requirements, 109, 118
Discount Corporation, 242–243
Discounted cash flow (DCF) technique, for

M&A valuation, 104
Discounting, for new equity issues, 131, 134
Discount strip, 186
Dodd-Frank Wall Street Reform and

Consumer Protection Act, 2, 3–4,
6–7, 297, 298, 311–313, 363. See also
Volcker rule

Dollar value of an 01 (DV01), 153
Double-barreled general obligation bonds,

157
Drexel Burnham Lambert, 261, 262
Drysdale Government Securities, 244
Dual index notes, 266

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT536-bind JWBT536-Liaw September 3, 2011 21:34 Printer Name: To Come

370 Index

Due diligence:
for asset securitization, 176–177
for new equity issues, 122–123, 127

Dutch auction, 147, 150

Earnout-contingent payments, for M&A, 107
EDGAR, 124, 305
Education Resources Institute, Inc., 190
Effective date, for new equity issues, 125, 126
Electronic savings bonds, in China, 350
Electronic trading systems, 154
Elliott wave theory, in technical analysis, 233
Emerging markets, opportunities in, 365
Employee Retirement Income Security Act

of 1974 (ERISA), 110
Employment opportunities. See also Interview

process
in investment banking divisions, 51

associates, 52
financial analysts, 51–52
training and development, 52

in investment management and merchant
banking, 53

associates, 53–54
financial analysts, 53–54
investment management, 53
merchant banking and private equity,

54–55
principal investing, 55

in related functions, 55
finance division, 57–58
financing group, 58
global investment research, 58–60
human capital management, 60
securities division, 56–57

in supporting functions
global compliance, 60–61
internal audit, 62
legal, 61–62
operations, 62
services, 62–63
technology, 63

traits needed for success, 49–50
Endowments. See Investment management,

for pension funds, endowments, and
wealthy families

Enterprise risk management (ERM), 364
Equity derivatives, 268
Equity price risk, 44
Equity repurchase, 259
Equity swaps, 271

Equity underwriting and IPOs, 117–140, 353
aftermarket trading and research, 137
in China, 339–340
communication regulations, 122, 135
compensation, 132, 133
costs of going public, 133–135
exempt offerings, 138–140
IPOs and secondary offerings contrasted,

119
mechanics and process, 123

closing, 128
due diligence, 127
preliminary prospectus, 125–126
price and underwriting amendments,

127–128
registration statement, 118, 123–125
roadshow, 127
SEC review and comments, 125
tombstone advertisements, 128–129

motivations of issuers, 118–121
OpenIPOs and, 137–138, 139
overview, 117–119
SEC regulations, 135–137
team for, 121–123
timetable for, 129–131
underwriting risks, 132–133
valuation and pricing, 131–132
volume and fees, 117, 118

Estate planning, 101, 120
Ethics, 5, 313–316
Excess spread, 188
Exchangeable credit, 275
Exchange listings:

American depositary receipts, 195–196
advantages, 204–205
issuance and cancellation, 196–199
regulation, 205–207
sponsored programs, 200–203
unsponsored programs, 199–200

foreign ordinaries, 203–204
global depositary receipts, 195, 203
London Stock Exchange

AIM, 209–210
Main Market, 207–209
Professional Securities Market, 210
Specialist Fund Market, 210

Tokyo Stock Exchange, 210
listing for foreign corporations, 211
listing requirements and process,

211–212
types of listing, 211

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT536-bind JWBT536-Liaw September 3, 2011 21:34 Printer Name: To Come

Index 371

Exchange of securities, in M&A transactions,
106–107, 114–115

Exchange risk, 44
Exchange-traded funds (ETFs), 282, 290–291
Executive compensation, regulation and, 312
Exponential moving average (EMA), 227–228
Export-Import Bank of China, 350–351
Extendable reset notes, 263

Fail, in repo market, 250
Fairness opinions, M&A and, 112–113
Federal Direct Student Loan Program

(FDSLP), 190
Federal Family Education Loan Program

(FFELP), 190
Federal Home Loan Mortgage Corporation

(Freddie Mac/FHLMC), 155,
174–175, 181

Federally related financial institutions (FRFIs),
securities issuance and, 155

Federal National Mortgage Association
(Fannie Mae/FNMA), 155, 181, 220,
276

Federal Open Market Committee (FOMC),
240–242

Fedwire, 154
Fees and expenses:

for M&A, 102–103, 107
for mutual funds, 286–287

Filing date, for new equity issues, 118
Filter trading rule, in technical analysis,

228–229
Finance divisions, of investment banks, 23,

57–58
Financial analysts, 51–54
Financial bonds, in China, 350–351
Financial buyers, M&A and, 99
Financial Corporation, 244
Financial Crisis Inquiry Commission,

principal findings of, 4–5
Financial crisis:

causes of, 4–5
investment banking reforms after, 1–2, 5–7

Financial engineering, 257–277. See also Asset
securitization

auction rate preferred stock, 276
credit derivatives, 272

credit default swaps, 272–273
credit-linked notes, 275
credit spread options, 274
total return options, 274–275

exchangeable credit, 275
high-yield bonds, 162, 164, 259, 260–261

bridge loans for M&As and, 107
evolution of, 262–263
overview, 261–262
risks and rewards, 263–264
types of, 263

indexed sinking fund debentures, 276
overview, 257–258

computer technology and quant finance,
260

funding costs, 259
funding sources, 259
risk management, 258
tax and regulatory issues, 260
transaction costs, 259–260

repurchase agreements, 267–268
step-down preferred, 276–277
structured notes, 265

dual index notes, 266
floaters, 265
inverse floaters, 265–266
range notes, 266–267
step-ups, 266

swaps, 2, 268
commodity price swaps, 270–271
currency swaps, 269–270
equity swaps, 271
impact of Dodd-Frank Act on, 6–7
interest rate swaps, 268–269
real estate swaps, 271–272

Financial holding companies, 11, 13–17, 49
Financial insurance, 193–194
Financial Stability Oversight Council

(FSOC), 6
Financial transactions tax (IOF), in Brazil,

327
Firm commitment, for new equity issues,

118, 132
Fixed Income, Currency, and Commodities

(FICC), 33, 56, 252
Fixed income repurchase agreements,

237–240, 259
Flex repo, 240
Flight to liquidity/flight to quality, 144
Floaters, 263, 265–266
Floating risk, for new equity issues, 132–133
Foreign ordinaries, 203–204
Forrest, Calum, 73–76
Forward rates, calculation of, 169–171
Full-service investment banks, 9, 16–17, 49

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT536-bind JWBT536-Liaw September 3, 2011 21:34 Printer Name: To Come

372 Index

Fundamental analysis, 215
Funding risk, 46–47

General Motors, 242–243
General obligation bonds, 157
Glass-Steagall Act of 1933, section 20, 9–10
Global compliance function, in investment

banks, 23–24, 60–61
Global depositary receipts (GDRs), 195, 203,

207
Global investment research (GRI), 24–25,

58–60
Globalization, employment opportunities

and, 361
Goldman Sachs, 360, 361

advice from recruiters, 66–76
BRICs and, 324, 329, 335, 348, 349
credit risk, 45
ethics rules of, 314–316
financial performance, 37, 40
organizational structure

finance, 23
global compliance, 23–24
global investment research, 24–25
human capital management, 25–26
internal audit, 31
investment banking, 26–27
investment management, 27–29
legal, 29–31
merchant banking and private equity, 32
operations, 32
securities, 33–35
services, 35
technology, 36

prime brokerage services, 254
prospectus of, 126
structure and services, 16–17
underwriting business and, 119
value-at-risk, 45

Google, 135
Government, role in financial crisis, 5
Government National Mortgage Association

(Ginnie Mae/GNMA), 175, 181
Government securities market, 141–142

auctions of securities, 146
coupon rolls, 151
example of, 147–149
process, 146–147
short squeeze, 149–151
when-issued trading and dealer bidding

strategies, 149

coupon stripping, 143–144, 220
market quotation sources, 145–146
trading and clearing of securities, 151–154
Treasury inflation-indexed securities,

142–143, 144
types of securities, 142–143

Government sponsored agencies (GSAs), 155
GovPX, 145
GPC Capital Partners (GCP), 19
Gramm-Leach-Bliley Act of 1999 (GLB), 9,

10, 119
Grantor trust, 189
Greenhill, 19
Green shoe option, 128
Gross revenue multiplier, for M&A valuation,

106

Haircut, repurchase agreements and, 239
Hart-Scott-Rodino Antitrust Improvement

Act, 109
Hawkins, Gregory, 220, 221–223
Head and shoulder (HS), in technical analysis,

233
Hedge funds, 7, 45, 283

management styles, 293–294
performance, 295
structure, 291–293

High-yield bonds, 162, 164, 259, 260–261
bridge loans for M&A and, 107
evolution of, 262–263
overview, 261–262
risks and rewards, 263–264
types of, 263

Hilibrand, Lawrence, 220, 221–223
Horizontal mergers, 101
Housing bonds, 157
HSBC Holdings PLC, 11, 335, 348
Human capital management (HCM), 25–26,

60
Hunt, Edie, 66–69

IBM, 133
Increasing-rate bonds, 263
Indemnification, 109, 128
Index arbitrage, 217
Indexed repo, 240
Indexed sinking fund debentures (ISFDs),

276
India, 334–335

bond markets, 337–338
mergers and acquisitions, 335

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT536-bind JWBT536-Liaw September 3, 2011 21:34 Printer Name: To Come

Index 373

stock market listing requirements, 336–337
underwriting fees, 335

Indirect investing. See Investment
management, for pension funds,
endowments, and wealthy families

Industrial revenue bonds, 157
Initial public offerings (IPOs). See Equity

underwriting and IPOs
Insider trading, 305–306
Interest rate risk exposure, 44
Interest rate swaps, 258, 259, 268–269
Interests-only (IO) securities, 175, 186
Internal audit departments, at investment

banks, 31, 62
International mutual funds, 288
Interview process, for employment, 64

advice from Goldman Sachs recruiters,
66–76

general interview questions, 64–65
investment banking interview questions, 65
sales and trading interview questions, 65

Intrastate offerings, 140
Inverse floaters, 265–266
Investment Advisors Act of 1940, 298,

306–307
Investment advisory opinions, in technical

analysis, 236
Investment banks and banking:

challenges and opportunities in, 362–365
divisions and services of, 21–36
financial performance and, 42–44
impact of Dodd-Frank Act, 6
overview of businesses, 2–4
post-financial crisis reforms, 1–2, 5–7
revenues and expenses, 40–42
risk management and, 44–47
trends in, 359–362
types of, 9–20

Investment Company Act of 1940, 298,
306–307

Investment management, for pension funds,
endowments, and wealthy families,
279–296

exchange-traded funds, 282, 290–291
hedge funds, 283, 291–295
investment banks and, 279–281
mutual funds, 280–281, 282, 283–291
real estate investment trusts, 283, 295–296
types of operations, 281–283

Investment management, generally, 4, 27–29,
53

IPOs. See Equity underwriting and IPOs
Itau Unibanco Holding SA, 329

JPMorgan, 272–273, 276, 335, 348, 360, 361
as depositary bank, 196
financial performance, 37
prime brokerage services, 254–255
structure and services, 14–15
underwriting business and, 119

JPMorgan Chase, 100
Junk bonds. See High-yield bonds

Krasker, William, 220

Lazard, 11, 19–20
Lead manager, for new equity issues, 117, 132
Legal department:

ADR program and, 196
employment opportunities in, 61–62
at Goldman Sachs, 29–31
M&As and, 109, 110, 112–113
new equity issues and, 122–123, 127

Legal risk, 46
Lehman 5-4-3-2-1 formula, for M&A fees,

102–103
Leverage buyout analysis, for M&A valuation,

105
Leverage recapitalization method, for M&A

valuation, 105–106
Leveraged buyouts (LBOs), 282
Liability insurance, new equity issues and,

135
Liquidation analysis, for M&A valuation, 106
Lock-up options, 112
Lombard-Wall, 244
London Stock Exchange:

AIM, 209–210
Main Market, 207–209
Professional Securities Market, 210
Specialist Fund Market, 210

Long Term Capital Management (LTCM),
220–221, 222–223, 294

Management:
buyout takeover defense, 112
postacquisition changes and, 113
Sarbanes-Oxley certification requirements,

136
team for equity offerings, 121–123

Manufacturers Hanover, 100
Market efficiency hypothesis, 215–216

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT536-bind JWBT536-Liaw September 3, 2011 21:34 Printer Name: To Come

374 Index

Marketing risk, for new equity issues,
132–133

Market making, 216
Market risk, 44–45
Matched book, in repos, 252–253, 267
Matched sale purchases, 242
McEntee, James, 220
Medium-term notes (MTNs), 161
Merchant banking, 3, 32, 54–55
Mergers and acquisitions (M&A), 99–115

advisory services, 3, 37
closing and regulatory issues, 107–108

acquisition/merger agreement, 108–109
closing summary, 110–111
regulatory issues, 109–110

financing of, 106–107
investment banking fees and agreements,

102–103
legal considerations, 112–113
motivations of buyers and sellers, 100–102
overview, 99
postacquisition integration, 113–114
risk arbitrage, 114–115, 218–219
strategic planning and intermediary, 102
takeover defenses, 111–112
types of acquirers, 99
valuation and, 104–106

Meriwether, John, 220, 221, 223
Merrill Lynch, 37, 137, 348, 360
Merton, Robert, 220
Milken, Michael, 262
Moral obligations bonds, 157
Morgan, J. P., 262
Morgan Stanley, 271, 276, 335, 348, 360, 361

financial performance, 37, 40, 41–44
organizational structure, 17, 21–22
prime brokerage services, 254
underwriting business and, 119
value-at-risk, 45

Mortgage-backed securities (MBS), 174–175,
181, 259

callable pass-throughs, 186–187
collateralized mortgage obligations, 185
mortgage pass-throughs, 181–182
prepayment risk and, 182–185
role in financial crisis, 5
stripped mortgage-backed securities,

185–186
Mortgage pass-throughs, 181–182
Moving average (MA), in technical analysis,

227

Moving average convergence-divergence
(MACD), in technical analysis, 228

MSCI Emerging Markets Index, Russia, 331
Mullins, David, 220
Multiple of earnings per share method, for

M&A valuation, 106
Multiples technique, for M&A valuation, 105
Multitranch CMOs, 175
Municipal bond market, 156

required disclosure, 159
types of securities, 157–158
underwriting process, 158–159

Mutual fund cash ratio, in technical analysis,
233–234

Mutual funds, 280–281, 282, 283–291
fees and expenses, 286–287
growth of, 280, 287–288
international, 288
selection and asset allocation, 288–293
share pricing and performance, 285
taxation of, 285–286
types of, 284

Nationally Recognized Municipal Securities
Information Repository (NRMSIR),
159

National Securities Markets Improvement Act
(1996), 126

Negative duration, of mortgage-backed
securities, 185

Net asset value (NAV), of mutual fund, 285
Next Eleven, 360
Nomad (Nominated Advisor), 209–210
Nonaccredited investors, new equity issues

and, 139

Odd-lot theory, in technical analysis, 235–236
Off-balance sheet transactions, disclosure

requirements, 136–137
Offering price, for new equity issues, 131–132
Oil, commodity swaps and, 271
On Balance Volume (OBV), in technical

analysis, 232
O’Neill, Jim, 324
On-the-run Treasuries, 249
OpenIPOs, 137–138, 139
Open Market Desk (OMD), at New York

Federal Reserve, 241–242
Operating and reputation risk, 46
Operating-based contingency payments, for

M&As, 107

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT536-bind JWBT536-Liaw September 3, 2011 21:34 Printer Name: To Come

Index 375

Operations departments, in investment banks,
32, 62

Option-adjusted spread (OAS), 184–185
Options ratio, in technical analysis, 235
Orange County, CA, 156, 266
Overnight repurchase agreements, 238–239
Over-the-counter derivatives

impact of Dodd-Frank Act, 6
regulation of, 2
role in financial crisis, 5

Owner trust, 189, 191

Pac-man takeover defense, 112
Payment-in-kind bonds, 263
Pension Benefit Guaranty Corp., 110
Pensions/pension funds. See Investment

management, for pension funds,
endowments, and wealthy families

People’s Bank of China (PBOC), 349, 350,
351

Planned amortization class (PAC) securities,
175, 185

Poison pill/poison puts takeover defenses, 111
Poison securities/poison shares takeover

defenses, 111
Postacquisition integration, 113–114
Preliminary prospectus (red herring),

125–126, 135
Premium strip, 186
Prepayment risk, of mortgage-backed

securities, 182–185
Prepayment Speed Assumption (PSA),

182–184
Price amendment, to equity issue, 127–128
Price-to-sales ratio valuation method, for

M&A, 106
Pricing risk, for new equity issues, 132–133
Primary market arbitrage, 220
Prime brokerage, 4, 254–255
Principal investing, employment

opportunities in, 55
Principals-only (POs) securities, 175, 186
Private equity, employment opportunities in,

54–55
Private equity funds, Volcker rule and, 7
Private placements:

covenants, 166
debt underwriting, 165–166
exempt offerings, 138–139, 302–303
SEC Rule 144 and, 138–139, 165, 261,

302–303

Professional Securities Market, 210
Proprietary trading, 3–4, 7, 213
Public Company Accounting Oversight

Board (PCAOB), 136, 298, 309
Public relations, new equity issues and, 123
Put/call ratio, in technical analysis, 235
Puttable bonds, 162

Qualified foreign institutional investor (QFII),
in China, 340–347

Qualified institutional buyers (QIBs), 165
Quantitative finance, 260
Quiet period, for new equity issues, 122, 125,

135

Range notes, 266–267
Rate of change (RoC), in technical analysis,

236
Real estate investment trusts (REITs),

276–277, 283, 295–296
Real Estate Mortgage Investment Conduits

(REMICs), 175
Real estate swaps, 271–272
Registered Interest and Principal of Securities

(STRIPS), 143–144
Regulation and supervision, 297, 314–316

analyst conflicts of interest, 307–309, 311
compliance employment opportunities,

57–58, 60–61
Dodd-Frank Act, 2, 3–4, 6–7, 297, 298,

311–313
ethics and, 313–316
Investment Advisors Act of 1940, 298, 307
Investment Company Act of 1940, 298,

306–307
M&As, 109–110
overview, 297–298
role in financial crisis, 4
Sarbanes-Oxley Act, 134, 136–137, 297,

298, 309–311
Securities Act of 1933, 297, 298–305,

317–318
Securities Exchange Act of 1934, 297,

305–306, 318–322
Relative strength index (RSI), in technical

analysis, 230
Representations and warranties, for M&A,

108, 109
Repurchase agreements (repos), 237–254

brokering, 251–252
clearing, 253–254
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Repurchase agreements (repos) (Continued )
defaults in market, 243–244
fixed-income agreements, 237–240, 259

Federal Open Market Committee and,
240–242

products, 240
typical transaction, 237–238

historic development of, 242–243
matched books, 252–253
mechanics and practices, 246–248

fails and consequences, 250
specials, 248–250
substitution and coupon pass-through,

248
triparty, 244–246

Restricted securities, 138–139
Revenue anticipation notes, 158
Revenue bonds, 157
Reverse repurchase agreements, 150, 243
Risk management

arbitrage and M&As, 114–115
corporate bonds, 164–165
credit risk, 45–46
engineered financial products, 258
funding risk, 46–47
legal risk, 46
M&A risk arbitrage and, 218–219
market risk, 44–45
operating and reputation risk, 46
opportunities in, 364
role in financial crisis, 4
trading and, 214–215
underwriting of new equities and,

132–133
Roadshow, for new equity issues, 127
Rosenfeld, Eric, 220
Russia, 330, 331

bond markets, 333–334
investment banking, 330–331
RTS foreign listing, 333
RTS Stock Exchange, 331–332

Safe harbor exemptions, 206–207
Sales and trading, employment interview

questions, 65
Sallie Mae, 155
Salomon Brothers, 150, 220–223
Samsung, 203
Sandler O’Neill, 11, 18–19
São Paulo Stock Exchange (BOVESPA), 326,

327

Sarbanes-Oxley Act of 2002, 134, 136–137,
297, 298, 308, 309–311

Scholes, Myron, 220
Secondary Mortgage Market Enhancement

Act of 1984 (SMMEA), 175
Secondary offerings, contrasted with IPOs,

119
Securities Act of 1933

exempt offerings and, 302–305
securities issuance and, 297, 298–305
selected forms, 317–318

Securities and Exchange Board of India
(SEBI), 336

Securities and Exchange Commission (SEC)
Dodd-Frank Act and, 7
equity issues and, 122
ethics rules, 137
Form F-6 and, 199–200, 201, 202, 205,

206
Form 8-K and, 135, 305
Form 10-K and, 135, 305
Form 10-Q and, 135, 305
Forms S-1 and SB-2 and, 123–125, 139
government securities exempt from

registration, 155
M&A filings and, 110
municipal bond disclosures, 159
preliminary prospectus (red herring),

125–126, 135
registration statement, review period, 125
Regulation A, 139–140, 304–305
Regulation D, 139, 140, 303–304
Regulation M, 135–136, 305, 306
Regulation S, 203, 205, 206–207, 302,

304–305
Regulation T, 267
reporting forms for public companies, 135
Rule 12g3-2(a) and (b) and, 204–205
Rule 15c2-12 and, 159
Rule 144 and, 138–139, 165, 261, 302–303
Rule 144A and, 202, 206
Rule 415 and, 118, 161, 162–164
securities exempt from registration, 160

Securities divisions, of investment banks,
33–35, 56–57

Securities Exchange Act of 1934, 297,
305–306

selected forms, 318–322
Securitization. See Asset securitization
Seller’s interest, in asset-backed securities, 188
Selling concession, for new equity issues, 133
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Selling group, for new equity issues, 132
Senior/subordinate structure, of securities,

188–189, 191, 193
Sequential pay CMO, 185
Services departments, of investment banks,

35, 62–63
Servicing, of asset-based securities, 177,

180
Shanghai Stock Exchange (SSE), 352,

354–358
Shelf registration, 118, 161, 162–164
Shenzhen Stock Exchange, 352, 354–355
Short interest ratio (SIR), in technical

analysis, 235
Short sale by specialists, in technical analysis,

234–235
Short squeeze, in Treasury auctions,

149–151
Short-term trading, 7
Side-by-side ADR program, 200
Special execution group (SEG), in legal

department, 61–62
Specialist Fund Market, 210
Special purpose vehicles (SPVs), 177–178
Special repo rates, 248–250
Spitzer, Eliot L., 137, 308
Split-coupon bonds, 263
Sponsored ADR programs

Levels-I–III, 200–202
Rule 144A, 202, 206

Sports facility finance, as asset-backed
security, 189–190

Spot rates, 168–169
Standstill provision, for M&As, 103
State Administration of Foreign Exchange

(SAFE), in China, 341, 348
Step-down preferred, 276–277
Step-ups, 266
Stochastic oscillator (SO), in technical

analysis, 230–231
Stock shares

M&A and undervalued, 100–101
takeover defense and, 111

Stock underwriting. See Equity underwriting
and IPOs

Strategic buyers, M&A and, 99
Strategic planning, M&A and, 100
Stripped mortgage-backed securities,

185–186
STRIPS, 143–144, 220
Structural arbitrage, 220

Structured notes, 265
dual index notes, 266
floaters, 265
inverse floaters, 265–266
range notes, 266–267
step-ups, 266

Student loans, as asset-backed securities,
190–191

Student Managed Investment Fund college
classes, 50

Substitution, of collateral in repo, 248
Swaps, 2, 268–272

commodity price swaps, 270–271
currency swaps, 269–270
equity swaps, 271
impact of Dodd-Frank Act, 6–7
interest rate swaps, 268–269
real estate swaps, 271–272

Syndicate allowance, 133

Tail of the auction, 148
Takeover defenses, 111–112
Targeted amortization class (TAC) securities,

175, 185
Target stock price history analysis, for M&A

valuation, 105
Tax Equity and Fiscal Responsibility Act

(1982), 260
Taxes:

M&A financing options and, 106–107
municipal tax bonds and, 157
mutual funds and, 285–286
tax liens as asset-backed securities, 191

Tax Reform Act of 1986, 175
Technical analysis, 216, 226–235

Barron’s confidence index, 232–233
breadth of market, 231–232
directional movement indicator, 229–230
Elliott waves, 233
exponential moving average, 227–228
filter trading rule, 228–229
head and shoulder, 233
investment advisory opinions, 236
momentum and rate of change, 232
moving average, 227
moving average convergence-divergence,

228
mutual fund cash ratio, 233–234
odd-lot theory, 235–236
options ratio, 235
relative strength index, 230
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Technical analysis (Continued )
short interest ratio, 235
short sale by specialists, 234–235
stochastic oscillator, 230–231

Technology departments, in investment
banks, 36, 63, 362

Tier 1/Tier 2 securities, 10
Tobacco settlements, 174, 191–192
To-be-announced (TBA) trade, 181
Tokyo Stock Exchange (TSE), 210–212
Tombstone advertisements, 128–129
Total return options, 274–275
Trading, 213–236

approaches to, 215–216
arbitrage trading, 217–225

convergence trading, 220–223
convertible arbitrage, 217–218
covered interest arbitrage, 224–225
index arbitrage, 217
mergers and acquisitions risk arbitrage,

218–219
structural arbitrage, 220
yield curve arbitrage, 223–224

day trading, 214, 216–217
market making, 216
risk management and discipline,

214–215
technical analysis, 216, 226–236

Training and development programs, of
investment banks, 52

Transfer agents, for new equity issues,
123

Treasury Automated Auction Processing
System (TAAPS), 146, 147

Treasury bills, 142–143, 145
Treasury bonds, 142–143, 350
Treasury Inflation Protection Securities

(TIPS), 142–143, 144
Treasury notes, 142–143
Treasury zeros/zero coupons, 143–144
Triparty repos, 244–246, 254
Trust Indenture Act of 1939, 298

UAL Corp., 114–115
UBS AG, 13–14, 37, 348–349, 361
UK Listing Authority (UKLA), 207, 208
Underpricing, for new equity issues, 131, 134
Underwriter, selection of, 121–122
Underwriting allowance, 133
Underwriting amendment, for equity issue,

127–128
Underwriting contracts, 128, 132
Underwriting spread, 3, 134
Underwriting syndicate, 132
United States, 2010 public deficit of, 142–143
Unit investment trusts (UITs), 281
Unsponsored ADR program, 199–200

Valuation process:
for M&As, 104–106
for new equity issues, 131–132

Value-at risk (VaR), 45
Venture capital:

new equity issues and, 119, 120
venture capital (VC) funds, 282

Very accurately defined maturity (VADM)
securities, 175

Volcker rule, 2, 7, 216–217, 213, 313

Waiting period, for new equity issues, 122,
125, 135

Waiting risk, for new equity issues, 132–133
Weak form efficiency, 215–216
Wealthy families. See Investment

management, for pension funds,
endowments, and wealthy families

When-issued (WI) trading, 149, 151
White knight, takeover defense and, 111–112
W.R. Hambrecht, 138

Yield curve arbitrage, 223–224
Yield to maturity curve, 145–146

calculations, 166–167

Zero-coupon bonds, 260, 263, 329
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