Contents

Acknowledgments

Introduction

PART | THE WIZARD CALLS THE 2ALL

CHAPTER1 THE IMPLOSIGN OF THE
HOUSING AGZNCIES

Get Back to Where You “Suce Belonged: August 11, 2008
The Cost of Not Henoring Obligations: August 19, 2008
The Agencies ana Uncertainty: August 25, 2008

The GSE Ageircizs as an Opportunity: August 27, 2008
What Is Giverr Can Be Taken: September 8, 2008

We Have Been Grievously Misled: September 9, 2008
One Moment, Please!: September 10, 2008

Freddie Mac and the Fairy Tale: March 12, 2009

CHAPTER 2 THE CALL ON THE 10-YEAR
TREASURY

There Is No Blushing in Brussels: June 30, 2010
Spasms of Fear: July 15, 2010

One of These Days: August 1, 2010

The Legacy Influences: August 19, 2010

Vil

xiil

XV

12
15
18
21
24
27

31

35
37
39
42



viii CONTENTS

Highway to the Danger Zone: August 20, 2010 44
The “First-Class Indicator”: September 7, 2010 46
CHAPTER 3 THE IMPORTANCE OF THE EURO 51
Dolphins/Pelicans— Things that Matter: March 4, 2009 56
Manna from Heaven: April 17, 2009 59
Greek Downgrades— The Fallout: February 25, 2010 62
It Is Not All Greek to Me: March 24, 2010 64
Self-Determination Becomes an Issue: May 14, 2010 68
If You Know How to Work It: July 28, 2010 71
With an Eye on Europe Once Again: August 12, 2010 74
CHAPTER 4 TURMOIL IN GREECE 77
The Greek Tragedy Becomes Farce: Janwary-13, 2010 80
Greece on the Skids: January 29, 2010 82
The Shutdown in Greece: Februar 11, 2010 85
Greek Austerity and Other Fairy Tales: February 12, 2010 87
The Fifth Labor of Hercules: February 22, 2010 90
Why Greece Matters: Marca 21, 2010 92
Greece for Dummies: March 23, 2010 97
AOHXETE TA ITALZNIAIA NA APXIZOYN: April 9, 2010 99
I Am Not Backing Down: April 14, 2010 102
The EU Scenarios for Greece: April 29, 2010 104
CHAPTER 5 THE CRISIS IN EUROPE 107
The PIIGS of Europe: December 16, 2009 110
The Volker Rule—A Call for Action: January 24, 2010 112
Achtung, Absolument, and Being There: March 9, 2010 115
The Fire Is Out of Control: April 8, 2010 118
The European Union in Stress: April 21, 2010 121
The European Union in Crisis: April 26, 2010 123

A Matter of Perspective: May 4, 2010 126



CONTENTS ix

I Make the Call—The Credit Crisis, Part II: May 7, 2010 129
Stopped at the English Channel: May 19, 2010 132
An Easy Choice: June 2, 2010 135
Record Deposits at the ECB: June 3, 2010 137
Nationalism is the Trump Card: June 23, 2010 139
The Wizard’s Stress Test Primer: July 19, 2010 141
Who Espied the Beggar’s Leap?: July 26, 2010 145

The EU Ambassador Now Speaks for Britain: August 13, 2010 148

PART Il LEARNING TO DANCE UNTIL IT MOVES

CHAPTER 6 CPI LINKED SECURITIES 153
Structured Products: January 27, 2006 157
The Time Is Right: July 29, 2008 160
The Value of CIPS: August 15, 2008 163
The Mouse Trap Is Baited: April 122010 167
The Deflation Trade: August 15, 2010 169

CHAPTER 7 THE WiSDOM OF BUYING SENIOR

DEEBI TO PREFERRED STOCK 173

Ahoy—Your Key to the Treasure!: November 17, 2008 177
The Gift: ™Nevember 18, 2008 180
The Most Unique of Opportunities: November 19, 2008 183
Songs of the Siren: November 20, 2008 186
With Apologies to My Mother: November 28, 2008 189
Unintended Consequences: December 10, 2008 193
Seize the Opportunity (Carpe Vicis): May 15, 2009 196
The Process of Elimination: December 14, 2008 199
CHAPTER 8 AIG DEBT 203
Our Undiscernible Future: October 31, 2008 206

His God Was Compound Interest: November 14, 2008 209



X CONTENTS

Unintended Consequences and Opportunities:

November 22, 2008 212
The Church Separates from the State: December 26, 2008 215
The Wizard’s Apprentice: July 29, 2009 217
The Implications of AIG: August 9, 2009 220
Citigroup, AIG, and Peg Legs: August 28, 2009 223
One Place to Go and One Place to Avoid: September 22, 2009 225
Hold On, I'm Coming: March 10, 2010 228

CHAPTER 9 FIXED-TO-FLOAT BONDS 231
The Camp Followers: November 13, 2006 235
The Fixed-to-Float Opportunity: November 17, 2009 237
Rumors of the Wizard in New York: November Z¢. 2009 238
2010 —The Specifics: December 31, 2009 240
On a Mission: January 8, 2010 243
The Casting of Magic: January 10, 2010 245
The Most Undervalued Bonds: Febreary 1, 2010 248
Play to Win: March 11, 2010 252

CHAPTER 10 GRANT’S GAMBIT 255
Grant’s Gambit: Juiy 4, 2010 258
Bearing the Scars or Battle: July 7, 2010 263
Sailing Past the Statue of Liberty: July 22, 2010 265

PART Il MARKET ISSUES

CHAPTER 11 BEAR STEARNS AND LEHMAN

BROTHERS 269
The Bond Insurance Companies: December 20, 2007 272
The Bet to Make! March 14, 2008 274
The Calm before the Storm: March 16, 2008 277

A Requiem for Bear Stearns: March 16, 2008 281



CONTENTS

The Crisis Passes— The Issues Remain: April 20, 2009
Devastation on Wall Street: September 15, 2008

CHAPTER 12 THE AMERICAN CREDIT CRISIS

Exaggerated Projections: December 27, 2007

The Cost of the Window: March 20, 2008

A Financial Crisis Is a Normal Event: April 4, 2008
The Financial Crisis: April 7, 2008

Just Nowhere to Hide: July 10, 2008

A Time for Contemplation: September 26, 2008
And Into the New Year: January 2, 2009

The Lessons of a Financial Collapse: August 11, 2002

CHAPTER 13 THE BAILOUT

The Death of Logic and Proportion: September 17, 2008
On the Waterfront: September 23,4008

Congress Understandably Balks. September 24, 2008

We Have Now Pledged $4.7 Trillion: November 24, 2008
Opportunity Knocks, Thei Rings the Bell: January 29, 2009
The Soap Opera As the yWorld Turns: September 19, 2008

PART IV TP SREAT GAME

CHAPTER 14 POLITICS

The Squeeze Is On: January 28, 2009

A Consideration of Political Risk: February 4, 2009
Political Risk Knocks, Then Enters: February 17, 2009
Just One Moment, Please: March 5, 2009

Pact with the Devil: April 1, 2009

The Inclusion of Political Risk: April 6, 2009

A Look Back—Heroes and Villains: September 1, 2009
Pay No Attention to What They Say: September 11, 2009
The Wisdom of Jefferson: January 28, 2010

Xi

284
287

291

294
297
299
302
304
308
312
315

319

322
325
328
332
335
337

341

344
347
350
353
355
358
361
364
367



Xii CONTENTS

CHAPTER 15 THE GREAT GAME 371
The Wizard’s Wishes for You: December 31, 2008 374
The Hour of the Shire-Folk: April 28, 2009 377
The Change of Rules: June 5, 2009 380
Captain Hook at the Aegean Sea: March 2, 2010 382
And on Every Note in Between: August 11, 2010 385
Common Sense Dictates the Game Has

Changed: August 26, 2010 388

CHAPTER 16 YOU KNOW YOU WORK ON

WALL STREET WHEN . . . 393
You Know You Work on Wall Street When . . . :
January 13, 2006 396
You Know You Work on Wall Street When | .-
January 28, 2006 398
You Know You Work on Wall StreetV'hen . . . :
March 10, 2006 400
You Know You Work on Wall Str¢et When . . . :
March 21, 2006 402
You Know You Work on Wall Street When . . . :
March 13, 2009 405
You Know You Work on Wall Street When . . . :
Septembeir 12,2009 408
About the Author 411

Index 413




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /CreateJDFFile false
  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


		2011-03-18T06:12:43-0400
	Certified PDF 2 Signature




