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A

ABX index, 135
exposure, 145, 151
prices, decline, 147, 151
securities, overpricing, 147, 151
Accredited investor, Securities Act
definition, 45
Ackman, William, 83, 118, 163
publicly available information, 183
Active investment, zero-sum game, 54
Adams Square Funding I, conflicts of
interest, 103—104
Adjustable rate mortgages (ARMs),
offering, 77
Ahmadinejad, Mahmoud, 211-212
Allison, Herb, 166—167
Alpha, making, 48
Al Qaeda, terrorist attack, 149
Alt-A backed bonds, collateral, 155
Alt-A loans, default rate, 95
Amaranth hedge fund, implosion, 56
Ambac, securities, 183
American International Group (AIG)
accounting, challenge, 164

credit default protection, writing,
164
credit derivatives exposure, value
overstatement (SEC/DO]J
investigation), 165-166
Fed loan/bailout, 167-168, 207
Goldman Sachs exposure, immateriality,
167
losses, 165
problems, worsening,
167-168
Ameriquest, predatory lending
offender, 75
Amsterdam Stock Exchange, Carlyle
trading, 149
Analysis, value, 220
Andrukonis, David A., 166
Arbitrage
funds, 44
genuineness, occurrence (rarity),
4445
money pump, function, 43
Archimedes, leverage, 29
Argush, Lee, 44—45
Aristotle (memory training), 16
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Arnall, Roland E. (ambassador
confirmation), 75
Askin, David, 137

Asset-backed CDO, RMBS investment,

131-132
Asset-backed commercial paper
(ABCP)
Countrywide bailout, 149-150
Countrywide issuance, 89
Asset-backed securitization CDO
prospectuses, problems, 103
Asset correlations, Wall Street estimates,
22
Assets
levels, 168—169
overrating, consequences, 126
Assuras, Thalia, 88
Astoria Financial, 87
Auction-rate bonds, purchase/sale,
180-181
Auction-rate securities (ARS)
buyback, level, 181-182
sale, 180
Auditors, reserve reporting
incompetence, 187
Average depth, mischaracterization,
127

B

Backdating
advantage, 35
scandal, 37
theft, 35-36
Bailey, Jr., Daniel, 90
Bailout, cost (increase), 206-207
Baker, James, 149
Bale, Christian, 52
Balestra Capital, 124
Bank for International Settlements
(BIS), rating agencies
(relationship), 113
Bank of America, shares (decrease),
93-94
Bank problems, increase, 205
Bank protection, Fed responsibility, 152
Barnes, Michael, 139

INDEX

Bayou Group LLC, estate manager
(aggressiveness), 58
Beales, Richard, 38
Bear Stearns Asset Management
(BSAM), 127-128
assets, value (markdown), 136
derivative collateral, return (request),
136
funds, problems, 150
high grade/junk conversion, 130
management fees, 132
margin calls, moratorium (request),
136
mortgage-backed securities hedge
funds management, collapse, 92
problems, 131
redemptions, freeze, 136
subprime exposure, 140
tactical error, 136—137
turnkey program, 64—65
Bear Stearns Co.
arrogance, 140
asset lists, circulation, 139
borrowing inability, 156
CDO activities, SEC investigation,
98
corporate ratings, Moody
clarification, 150—151
derivatives transactions,
intermediating (cessation), 154
failure, 138—139
Fed action, Buffett viewpoint,
199-200
ISDA request, 135
withdrawal, 136
JPMorgan Chase purchase, 129,
158-159
leverage, 158
liquidity
inadequacy, 153-156
pressure, absence (claim), 155
problems, 150-151
mortgage-backed products, losses,
198
securitization underwriting, life
insurance policies (backing),
128-129
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stock, zero value, 158—159
stop-gap loan, Fed announcement,
156
subpoena, 97-98
Subprime IPO title, 132-133
survival, question, 156-157
tactical error, 136—137
take-no-hedge-fund-prisoners
philosophy, 138
trading floor telephone tapes,
recordation (mistake), 137
Bear Stearns High Grade Structured
Credit Strategies Enhanced
Leverage Fund, 130,
134-135
bailout, 139
launch, 132, 218
Beller, Ron, 144
assets strategy, 145
loss, 147—148
Berkshire Hathaway
annual report (2003), 67
annual report, An Owner’s Manual
(inclusion), 39
Assurance, Jain setup, 188-189
Clayton Homes
acquisition, 6768, 75
contagion, avoidance, 96
company purchases, preference, 176
credit risk, 21
derivatives, market price fluctuations
(report), 177
dollar investment, 43t
ISCAR Metalworking investment,
210,217-218
nonreported (undistributed) earnings,
175
performance, 220-221
premium income, investment, 220
reinsurance companies, excess risk
underwriting, 188
shareholder letter (1985), 32
stock shares purchases, 31-32
success, meaning, 28-29
value company definition, 66
Berkshire Hathaway, Buffett letter, 1
Bernanke, Ben, 90
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US.S. Senate Committee testimony-
199,198
Bies, Susan (resignation), 115
Bingham, Richard, 171
Bin Laden, Osama (noncapture), 197
bin Laden, Shafig, 149
Black Bart, safety margin protection
(necessity), 24
Blackjack card counting, hedge fund
manager genius evidence, 49
Black October crash (1987), 117
Blackrock, losses, 198
Blackstone, FGIC share, 138
Blog of War, The (Burden), 12—13
Blum, Mike, 81
Blumkin, Rosa, 16, 27
Bond insurers
AAA rating, 182-183
Ackman/Einhorn concerns, 182—183
credit enhancement, providing 180
downgrading, 120
guarantees, 181-182
trouble, 183184
Borden, Alfred (magician), 52
Borrowers, fraud, 79
Black swan, 117
Bove, Richard (Dick), 160
Boyle, Phelim, 44
Bradlee, Benjamin C., 14
Bremer, Paul (budget disappearance),
215216
Broad, Eli, 165
Brokers, rate increase, 78—79
Buffett, Astrid, 27
Buffett, Howard, 28
Buffett, Susie, 15, 27-28
Buffett, Warren
advantage, 24-25
All Stars memo, 38
appearance, 10-11
bridge, playing, 49
business investments, 193
cash investment, 222-223
civility, 15
conditional probabilities, 57-58
earnings, 46
economist knowledge, contrast, 36
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Buftett, Warren (continued)
financial institutions, position sale, 169
Five Percent Solution, 169—170
fortune, donation, 27-28
Goldman Sachs, preferred stock
investment, 224
Gutfreund rescue, 5
interests, 26
intrinsic value, increase, 175
investments, multiplication, 140
Kill Bill article, 34
lending rule, 70
letter, 1-3
response, 4
leverage, avoidance, 61, 157, 193—-194
logic, preference, 16—17
market opportunities, 221-222
mistakes, examination, 108—109
news business, change, 12
newspapers, attraction, 11
nostalgia, impact (absence), 14
polymath, 19
purchase, preference, 118
reputation, 4
risk, perspective, 217-218
safety margin, 113-114
shareholder letter (2007), 20-21
skill, 55
stock options, absence, 39
tax efficient average annual return, 63
unexercised stock options, holding, 34
value/growth companies, opinion, 66
Washington Post editorial, 34-35
Burden, Matthew Currier, 12—-13
Bush, George H.W., 149
Bush, George W., 74
Bush subprime lending crisis, Spitzer
screed, 196—197
Business Wire (Berkshire subsidiary), 14

C

Calamos, Sr., John P, 116-117

Canadian money market funds
investments, risky leveraged
subprime products (impact), 89

Capital Cities/ABC, Inc., Berkshire
Hathaway ownership, 175-176

INDEX

Carlucci, Frank, 149
Carlyle Capital Corporation Ltd.
(CCC // Carlyle Capital)
assets, usage, 155-156
Bear Stearns exposure, 154
creditors, Fed bailout, 156
fund trouble, 149
investments, value, 150
investor loss, 152—153
Carlyle Group
credit line, increase, 150
creditors, 153
Federal Reserve Bank bailout, 151
funds, 144
private equity firm, 148—149
Carriage crowd, 45
Carter, Jimmy, 149
Caviar crowd, investor search, 45
Cayne, James E., 138
resignation, 141
Churchill, Winston, xii, 211
Cialdini, Robert, 51
Cifuentes, Arturo, xv, 21
Cioffi, Ralph, 124-125, 128, 133-134
Bear Stearns exit, 140
indictment, 141
Citigroup
dividend, profit relationship,
171-172
losses, 85, 172
Coca-Cola, 26, 32
Cohen, Steven (earnings), 46
Cohen Brothers, 139
Coleman, Timothy, 138-139
Collateralized debt obligation (CDO),
65
backing, debt combination (usage),
101
CDO-squared deals, 120
CDO-squared positions, 183
equity, Cioffi examination, 133—-134
hawala, 131
investment, 123
market, growth, 108
Moody model, 21
problems, 104
Collateralized Debt Obligations &
Structured Finance (Tavakoli), 108
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Collateralized mortgage obligation
(CMO), price, 137
Collins & Aikman, default/bankruptcy,
23-24
Commercial Financial Services,
charged-off credit card
receivables management, 111
Commodity money, 193
Compounded returns, calculation, 29
Conditional probabilities, 55
Constant proportion debt obligations
(CPDOs), 113
downgrading, 114-115
Constellation deals, problems, 104
Consumer Deception Award, 39
Consumer value, Buffett search, 218
Conway, William E., 149
Corporate malfeasance, Buffett
perspective, 203-204
Corporations, investigation, 36
Coren, Scott R.., 125
Counterphobic competitiveness, 52
Countrywide
asset-backed commercial paper,
bailout, 149—-150
bailout, 88-90, 197-198
Bank of America Corp. purchase,
93-94
Federal Reserve Bank authority, 90
Interest-Only program, expansion,
88
lawsuits, 93—94
loans, trouble, 88
problems, 125
Cox, Christopher, 98-99
capital adequacy, statement, 154
testimony, 199
Creation bias, 62—63
Credit, money type, 193—194
Credit derivatives
teature, 184
leverage impact, 29
liquidity destruction, 167
mispricing, 21
opacity, 100
usage, 129
Credit Derivatives & Synthetic Structures
(Tavakoli), 2

Credit loan accounts, servicer
collection/recordation, 86

Credit models, inputs, 22

Credit Suisse Alternative Capital (CSAC),
conflicts of interest, 103—104

Credit Suisse First Boston (Oakwood
Homes Credit line), 68

Cruise, Tom, 13

Crystal, Billy, 125

Cusack, John, 58

Credit Suisse First Boston, loss
projections, 85

D

D’Anicllo, Dan, 148
Daily Show with_Jon Stewart, The,
13,76
Davis, Shelby, 165
Dead Man’s Curve, 143
rounding, 148
scenario, 146
trade, 56, 90
Deal sponsors, due diligence
(responsibility), 112
Death by one thousand cuts (Tavakoli),
118
Debt assets, leveraging, 147
Decision-making ability, quality
(decrease), 54-55
Default probability, variation (absence),
22
De-Laurey, Joyti, 144
Derivatives
contracts, imagination, 3
financial bets, 6
naming (Buffett), 3
opportunities, Buffett identification, 19
stock options, similarity, 33
Diba, (Pahlavi) Farah, 15
Diller, Stanley, 128
Dimon, Jamie, 39, 87, 156, 158, 198
bid, assistance, 159
Congressional testimony, 160
purchase, 174
Dinallo, Eric, 184—185
Discretionary investments, hedge fund
nomenclature, 47—48
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Diversified portfolios, Buftett refusal,
23

Dodd, David, 6

Dollar, weakening, 195, 214-215

Washington/Wall Street policies,

impact, 207

Drexel Burnham Lambert, bankruptcy,
158, 160

Dulles, Allen, 212

Dulles, John Foster, 212

Dunn, Patricia, 38

E

Earnings announcements, JPMorgan
Chase balancing, 87
Earnings to price ratio, satisfactory

level, 18—-19
Edwards, Jeft, 92
Efficient markets, theory (Buftett
disapproval), 7
Einhorn, David, 118,
163,172
Eisenhower, Dwight D., 212
Elghanian, Habib, 212-213
Employee stock options
backdating perversion, 37
cost advocacy, 31-32
value expensing, corporate executive
resistance, 32
Enhanced Leverage Fund. See Bear
Stearns High Grade Structured
Credit Strategies Enhanced
Leverage Fund
Enron, scandal, 111
Equity, investment leverage, 131
Erdman, Paul, 10
Everquest Financial Ltd., 128,
130-133
assets, 133
break-up fee, payment, 132
first loss risk, 131
IPO, 130
registration statement, change, 134
management, 131
subprime exposure, market value
basis, 133

INDEX

Ex Etiquette (Grant), 14—15
Exotic CMO collateral, Bear Stearns
seizing/liquidation, 137

F

Fabian, Matt, 184—185
Fair Isaac Corporation (FICO) scoring
system, 75
Fakahny, Ahmass, 92
Federal agency debt, acceptance, 151
Federal Bureau of Investigation (FBI),
mortgage fraud cases, 93
Federal Deposit Insurance Corporation
(FDIC), deposit insurance fund
(drawdown), 94
Federal Home Loan Banks, low-cost
loans, 71
Federal Home Loan Mortgage
Corporation (FHLMC)
Berkshire Hathaway shareholding, 96
debt, 201
support, 202
HUD regulation, 61
Federal Housing Finance Agency
(FHFA), control, 71, 166
Federal National Mortgage Association
(FNMA)
debt, 201
support, 202
HUD regulation, 71
Federal Open Market Committee
(FOMC), economic outlook
statement, 88
Federal Reserve
actions, Tavakoli disapproval,
152-153
Open Market Trading Desk, money
(pumping), 88
power, conservation, 201
rating agencies, relationship, 113
reverse moral suasion, usage, 85
Federal Reserve Bank
bailout, 151
liquidity provider, 171
Federmann, Michael, 210
Feynman, Richard, 56
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Fiat money, 194
Fimalac, finances, 109-110
Finance, credibility (importance),
194-195
Finance Roundtable, funds
(contribution), 50
Financial Accounting Standards Board
(FASB)
accounting rules, SEC interpretation,
170
employee stock options value
proposal, 34
praise, 39
Financial markets
overleveraging, 29
risk, 7
Financial products, problem, 35
Financial Services Authority (FSA),
hedge fund survey, 127
First Business Morning News (FBMN),
82
Fitch (rating agency), 109
Flaw of Averages, 127
Foerster, Bruce, 157-158
Fog of War, The, 213-214
Forbes, B.C., 15
Forbes, Malcolm, 16
Forbes, Steve, 90
Frank, Barney, 114
Foreclosures, number, 76
Franklin, Benjamin, 185-186
Fraud triangle, 199
Friedman, Milton, 36
Fuld, Richard, 171
asset management unit sale, attempt,
172-173
Funds supplier (distance increase),
securitization (impact), 84

G

Gardner, Martin, 54

Gasparino, Charlie, 92, 184-185

Gates, Bill, 1, 14, 223

Gates Foundation, Buffett donation,
27-28

GEICO, Buffett investment, 179—-180
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Gender-biased finance world, women
management (difficulty), 26
Generally accepted accounting
principle (GAAP), 175-176
General Reinsurance (Gen Re),
Berkshire Hathaway
acquisition, 2
Gen Re, derivatives position, 129
Gerstner, Louis V., 148
Gidwitz, Ralph, 210
Giuliano, Louis, 149
Global bank balance sheet losses,
Bloomberg estimates, 105
Global credit meltdown, avoidance, 111
Global financial markets
Buffett benchmark, 224
investment banker tracking, 70-71
Golden Fleece Award, creation, 37
Goldman Sachs Asset management,
sophistication, 119
Goldman Sach Group Inc., 166, 167,
170,224
Goldstein, Matthew, 97, 130
Business Week story posting, 132—133
Gordian Knot, 101
Gossip, quality/interest, 26
Government, faith and credit, 194
Government Accountability Office
(GAO), worries, 202-203
Government sponsored entities,
problems, 155
Graham, Benjamin, 6
Buffett mentor, 13—14, 43
crowd following, avoidance
(will power), 196
earnings quality/growth, search, 100
market formula/program trading,
avoidance, 118
market instruction, 148
market timing, dislike, 143
Mr. Market character, 16
safety margin, achievement, 18
sponsorship/ownership position,
11-12
stock market pundits, perspective,
223224
value assumptions, 169
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Graham, Benjamin (continued)
value/growth stocks, distinction
(absence), 19
Graham, Katherine, 11-12
Grant, Audrey, 14-15
Grant, Geoff, 144
loss, 147—148
Grantham, Jeremy (newsletter),
200
Greenspan, Alan, 88
focus, 206
Griffin, Kenneth C., 46, 90-91
Gross, William, 118, 166, 168
Fed largesse, limit, 174
Gross exposure, 133
Gross national debt level, Washington
credit, 195
Growth/value managers, Buffett
opinion, 17
Gutfreund, John (Buffett/Munger
rescue), 5

H

Hagopian, Kip, 36
Halliburton, overcharges, 215
Hamilton, Tain, 140
Hasselhoft, David, 90-91
Hawala, 101, 131. See also Collateralized
debt obligation
Heckinger, Richard, 61-62
Hedge fund managers
after-the-fact anecdote, 53
fast moneyj, search, 59
financial journalists, relationship, 49
investment, 60
origination, 49-50
pitch rejection, 221
S&P500 performance, contrast, 62
value creation, 39
Hedge funds
alpha, making, 48
asset class creation, 53
averages, outperformance, 47
Buffett challenge, 66
business size, 205
collateral, usage, 127
employees, payment, 60

INDEX

index, 47—48
investing capabilities, 46
investment bank bailout, impact,
205
investment strategy, 52
leverage/luck, bet, 61-62
location, 48
misrepresentations (Buffett/Munger),
63—64
number, increase, 62
offshore location, 53
outcomes, uncertainty, 55
overleveraging, 123
proprietary model, 52
strategies, overcrowding (impact),
60-61
structured products, usage, 127
wisdom, 56
Hedges, total return swaps (usage), 126
Hedgie heroes, 144
Hennessee, Lee, 59
Highly rated products, Graham
advocacy, 145
Hilder, David, 172
Historical data, statistical analyses
(performing), 44
Hockenberry, John, 13
Hoffman, Dustin, 13
Hold-to-maturity portfolios, 176
Home equity loans, Wells Fargo
portfolio, 87
Homeowner equity (refinance
encouragement), no-cost loans
(usage), 78
Hudson, Tom, 82
Hudson United, mortgage-backed
CDO sale (attempt), 97-98
Hufschmid, Hans, 42, 63
Hughes, Howard, 9

I

Immelt, Jeffrey (Sarbanes-Oxley
complaints), 204

Implode-o-Meter, usage, 79

Independent National Mortgage
(IndyMac), Countrywide
setup, 94
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Indirect mortgage lenders, 72
Infiniti Capital, fund of funds, 140
Influence (Cialdini), 51
Innumeracy (Paulos), 55
Insurance companies, options
(relationship), 20
Intelligent Investor, The (Graham), 222
Interest-only (IO) mortgage
loans, 77
Interest rates, low level (Federal
Reserve impact), 87-88
International Monetary Fund (IMF),
losses (estimate), 105
International Swaps and Derivatives
Association (ISDA), credit
default swap documents
(modification), 135
Investment
banking products, opacity, 160
probability, 55-56
Investment banks
assets, market prices display
(avoidance), 176
losses, 157
prime brokers, hedge fund impact,
64-65
structured product prices, challenge,
163-164
trades, 24
underwriters, due diligence
(responsibility), 112
unsold CDOs, 100
write-downs, 116, 185
Investors
capital, manager self-interest
(impact), 108
safety, protection, 83
Iran
Mohammed descendants, 217
tensions, 211-212
Iraq Study Group Report, The, 215
Iraq War, dollar cost, 215-216
Irrational hype, 52
Israel
Lebanon, war, 214, 218
tensions, 211-212
Israel III, Samuel (guilty charge),
58-59

J

Jain, Ajit, 188, 220

Jefterson, Thomas, 207

James, LeBron, 25

Jenkins, Jr., Holman W, 36

Jesus, 217

Jones, AW, 14

Jones, Paul Tudor (success),
46—47

JPMorgan Chase, x, 39, 81, 87, 129,
150, 156, 158-161, 167168,
174,181, 197-198, 200, 205

Junk debt rating, rating agency
problems, 21

Junk economics, 113

JWM Partners LLC, initiation, 43

K

Kahneman, Daniel, 56-57
Kaplanis, Costas/Evi, 44
Kennedy, Ted (Edward Moore), 16
Kernen, Joe, 85-86, 184
Keynes, John Maynard, 55
Khameini, Ali, 212
Knight, Michael, 91
Khomeini, Ruhollah, 212
Khodorkovsky, Mikhail
(imprisonment),
203-204
Koch, Ed, 58
Kotok, David, 183-184
Kozlowski, Dennis L./Karen, 203
Kravis, Henry, 58
Kresa, Ken, 149
Krowne, Aaron, 79
Kurdistan Workers Party (PKK),
insurgency, 214

L

Ladreit de Lacharriere, Marc, 109-110
Lacker, Jeffrey M., 200

Lane, Jeftrey, 138

Laffer, Arthur, 36

Lampert, Edward, 46

Lawrence, D.H., 60—-61

Lee, Jr., James, 150
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Lehman Brothers Holding Inc.
accounting, Einhorn questions, 172
assistance, Fed refusal, 174
failure, Fed relationship, 200-201
financial report, examination,

173-174
losses, announcement, 170—171
money movement, 51

Leverage
averages, problems, 145
usage, 126

Leveraged bets, popularity, 6

Leveraged Investment Group (LIG),

conflicts of interest, 104

Levitt, Arthur (Consumer Deception

Award), 39

Levy, Harlan, 196

Lewis, Ken, 174

Lewis, Michael, 5

Liar’s Poker (Lewis), 5
training class, 5, 44

Lie, Eric, 33, 35

Lipper Convertibles Investment

Partnership, lawsuit, 58

Loans
early post-signing defaults, 84
payments, servicer collection/

recordation, 86
problems, gravity, 92

Lockhart, James B., 71, 166
problems, 201

Long position, short position, historical

relationships, 43—44

Long-Term Capital Management

(LTCM)
bailout bid (Goldman Sachs/AIG),
41-42
Buffett bid, refusal, 138
dollar investment, 43t
excuse, 52
fundraising, 42
performance, Berkshire Hathaway
performance (contrast), 42
rejected bid (Buffett), 41
Lowenstein, Roger, 42
Low-fee index funds, purchase
(ability), 175
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M

Madigan, Lisa (lawsuit), 93-94
Major, John, 149
Mandelbrot, Benoit, 16—17
fractal finance, 16
gray swan, 117
Manufactured housing industry,
consumer financing practices, 69
Marcus, Magen, 177
Margin call, 64
Marin, Richard, 128
blog writing, 138
Marino, Daniel (guilty charge), 58-59
Markowitz, Harry, 36
Mark-to-management estimates, 169
Mark-to-market accounting, value, 169
Mark-to-model, usage, 82
Mark-to-myth, usage, 82, 169
Marquez, James, 59
Martin, Judith,11
Martin, Steve, 182
MBIA
capital, raising, 184
securities, 183
McLean, Bethany, 116
McNamara, Robert Strange, 213-214
McVeigh, Timothy, 211
Mead, Scott, 144
Meissner, W., 52
Melcher, Jim, 118
CNBC appearance, 124
Merger and acquisition (M&A)
opportunities, 221-222
Meriwether, John, 5, 43
Merrill Lynch, 81, 84,91-93, 105-106
collateral, seizure, 139
O’Neal relationship, 33
Merton, Robert, 42
Miller, Bill, 165
Mindich, Eric (Eton Park Capital
Management), 204
Minority homeownership
bad lending, excuse, 7677
increase (Bush announcement), 74
Mitchell, Edson, 42
Moftett, David, 166—-167
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Mohammed, Islam founder,
216-217
Molinaro, Sam (CNBC appearance),
154-155
Money
definition, 192—-193
government, impact, 194
types, 193-194
Money market funds, ratings reliance,
118-119
Money market securities, pension fund
investments, 181—182
Montag, Tom, 170,
Monte Carlo models, investment bank
usage, 21
Monte Carlo simulation, usage, 21-22
Moody’s Corporation (rating agency),
109
Berkshire Hathaway shares, ownership,
107
problems, 114-115
rating awards, 110
Morali, Veronique, 109-110
Morgan Stanley, 64, 136, 139, 152, 154,
170,175,181
Mortgage borrowers (rights), defense
(state inability), 75
Mortgage broker, objectivity, 73—74
Mortgage companies, fees (problems),
201202
Mortgage lenders
fees, siphoning, 80
loans, takebacks (obligation), 80
Mortgage lending crisis, swindle, 206
Mortgage-related assets, Fed acceptance,
152
Mortgages
direct/indirect taxpayer costs, 95-96
losses, increase, 91
meltdown, 117
modification, preference, 86
overdue, timing, 95
re-aging, 86—87
Moses, Jennifer, 144
Mozer, Paul, 5
Mozilo, Angelo, 90
lawsuit, 93

277

Modzilo, Eric, 94
Mr. Market, manic depressiveness, 26,
157,187
Mullins, David, 42
Munger, Charlie, 19, 118
earnings, 46
Gen Re value, realization, 2
Gutfreund rescue, 5
intrinsic value, increase, 175
leverage, avoidance, 157, 193—-194
stock options, absence, 39
tax efficient average annual return,
63
Municipal bonds, bond insurer
guarantees, 180
Murphy, Tom, 12
Mussaddiq Mohammad, 212
Mutually assured destruction (MAD),
84

N

Naked Shorts (Newton), 51
National Recognized Statistical Rating
Organizations (NRSRO)
designation, 110
revocation, 115
Negative amortizing ARM, problems,
82
New Century Capital Corp.
Bear Stearns, relationship, 125
credit lines, disappearance, 203
loans, 81
shares, decline, 125
New Century Financial Corporation,
fraud/bankruptcy, 81
Newton, Greg, 51, 59
Ng, Serena, 139
NINA program, 88
NINJA loan, 74
No-cost loan, nonexistence, 79
Nonbank investment banks, protection,
152
Nonbank primary dealers, protection,
152
Non-Fannie Mae/Freddie Mac
securitizations, purchase, 124
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No-Ratio program, 88
Norris, Floyd, 39, 99

o

Oakwood Homes
Berkshire Hathaway loss, 6768, 74
Credit Suisse lawsuits, 68
Off balance sheet vehicles, hidden
risks, 98
Office of Federal Housing Enterprise
Opversight (OFHEO), 71-72,
132
Oftice of Thrift Supervision (OTS),
impact, 94-95
O’Leary, Kevin, 156
Old Lane Partners, 172, 205
Olick, Diana, 124
O’Neal, Stan, 33
problems, 91-92
Wall Street Journal opinion piece, 93
O’Neill, Paul, 36
Onaran, Yalman, 105
Open Source, usage, 183
Operation Malicious Mortgage,
mortgage fraud cases, 93
Option ARMs
negative amortization, allowance,
77-78
product, toxicity, 93—94
Options
holders, backdating advantage, 37
pricing model, corporation
usage, 34
value manipulation, 34
Othmer, Donald/Mildred, 16
Outcomes, discovery, 21-22
Ownit Mortgage Solutions
arms-length transaction, 84
implosion, 81-82
Merrill Lynch (part-owner), 81

|

Pahlavi, Reza, 212
Pallotta, James, 47
Pandit, Vikram, 205

INDEX

Parmalat, scandal, 111
Parseghian, Greg, 132
Partridge-Hicks, Stephen, 101
Patel, Beejal, 82
Patton, George S., 65
Paulos, John Allen, 55
Paulson, Jr., Henry Merrit
FNMA/FHLMC purchase
request, 166
shares purchase, authority, 202
Paulson, John, 91, 118,
130, 163
Bear Stearns credit default swaps
statement, 135
collateral prediction, 151
U.S. housing market bet, 145
Paulson Plan, 267
Pay option ARM, problems, 82
Peloton Partners
ABS fund
credit derivatives, usage, 145
failure, 148—149
demise, 146—147
Eurohedge, fixed income fund of the
year award, 144
hedge fund, cessation, 144
leverage problems, 146, 151
loans, delinquencies, 148
Multi-strategy fund, 144
contribution, 148
pledged assets, balance, 146
problems, 145
Pension funds, ratings reliance,
118-119
Pershing Square Foundation, personal
gains donation, 182—183
Personal History (Graham), 11-12
Personal returns, health, 48
Phallic narcissist (defined), 52
Philadelphia Contributorship, Franklin
initiation, 186
Pickens, T. Boone, 46
Piggyback loans, principal losses, 83
Pimco Total Return Fund, default
guarantees (sale), 168
Planned Parenthood, Buffett
support, 16
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Plosser, Charles I., 200

Pluralistic ignorance, 51

Plus Funds, 50

Ponzi scheme, 80, 88, 129

Poole, William (St. Louis Fed Reserve)
statement, 202

Poor Charlie’s Almanack (Munger),
185-186

Portfolio insurance

catastrophe (1987), 117
dynamic hedging, 117-118

Predatory loans, predatory
securitization, 85

Premium money, usage, 24

Prime brokers, hedge funds services, 65

Prime loans, default rate, 95

Probabilities, human assessment
(problem), 55

Protége Partners LLC hedge funds,
Buffett challenge, 66

Proxmire, William, 37

Prudent lending, 72-73

Publicly traded shares, sale, 133

Pulliam, Susan, 126

Q

Quantitative hedge fund (quant fund)
models
claims, 62
usage, 44
Quick, Becky, 164
Quintanilla, Carl, 90

R

Random events, explanation, 55
Rapid dominance, strategy,
62-63
Rappa, Ed, 128
Raptor Global Fund management, 47
Rating agencies
financial astrology, 112
junk science, practice, 112
market foregiveness, 109
methodology, problems, 108
models, risk (moral hazard), 102
problems, 111
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reliance, absence, 116—117
replacement, problem, 121
Reagan, Ronald (Buffett similarity), 25
Recession, definition, 191-192
Recovery rate, guess, 22
R edlining, illegality, 75-76
Regulators, ineffectiveness, 205-206
Reich, John, 94
Reilly, Dave, 165
Residential mortgage-backed securities
(RMBSs), 79-80
portfolio, loan purchases, 8—81
portfolio value, loss, 99
risk levels, 83
tranches, usage, 99—-100
ResMae Mortgage Corporation,
bankruptcy, 125
Revenue enhancement, leverage
(usage), 206
Reverse redlining, illegality, 75-76
Ricci, Matteo (memory palace), 16
Ricciardi, Chris, 103
Rigas, John/Timothy (fraud/
conspiracy), 203
Risk, underwriting (profit), 186
Risk-free return, lockin, 43
Risk-neutral fully-hedged position, 129
“Rocking-Horse Winner, The”
(Lawrence), 60—-61
Rogers, James B., 118, 158, 163
wealth, perspective, 198-199
Rose, Charlie, 27
Rosenberg, Jeftrey, 155
Rubinstein, David, 149, 153
Lee, Jr., warning, 150
Russell, Bertrand, 28
R.W. Pressprich & Co., 21

S

Salomon Brothers, preferred stock, 5

Sandford C. Bernstein, Inc. (mutual
fund performance results), 17

Sarbanes-Oxley, business impact, 203

Savage, Sam, 127

Scalia, Antonin, 85

Scholes, Myron, 42
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Schultz, George P, 36
Schumer, Charles E., 94
Schwartz, Alan, 138, 151
CNBC interview, 155
Schwartzenegger, Arnold, 16
Securities, sale (backing), 102-103
Securities Act of 1933, Regulation D, 45
Securities and Exchange Commission
(SEC) 3, 26, 35, 36, 39, 81,
82-83,91, 98,99, 101, 113-115,
118, 120-121, 129, 131,
133-134, 139, 154, 165-166,
169-171, 199, 205-206
Securitization
markets, fraud (potential), 199
practices, deception, 206
SFAS 123R, FASB adoption, 35
Shareholders, executive duty (breach),
36-37
Sheehan, John/Peggy, 215-216
Shenn, Jody, 131, 133
Simonides, earthquake survivor,
188-189
Simons, Jim (earnings), 46
Sinha, Gyan, 115-116
Smartest Guys in the Room, The
(McLean/Elkind), 116
Society of Jesus, founding, 52
Soft dollars, usage, 48
Soros, George, 47
South American debt crisis (1980s), 70
Spanish Prisoner, The, 182
Spector, Warren, 128-130
Bear Stearns stock, sale, 141
job loss, 140
Speculator, Graham definition, 39
Spitzer, Eliot, 97
OCC attack, 196-197
scandal, 197
Springfield Finance Control Board,
claims, 119
St. Ignatius, psychobiography, 52
St. Louis Federal Reserve Bank report,
94-95
Stagflation, 192
Stallone, Sylvester, 58
Standard & Poor’s (rating agency), 109

INDEX

CPDO ratings, 115
ratings, defense, 119-120
Stated income, stated assets (SISA)
program, 88
Statistics, 110—-111
Stempel, Jonathan, 188
Stewart, Jon, 13,76
Stock
asset value, trading, 18—19
purchase, Graham advocacy, 143
Stock index fund portfolio, investment,
52-53
Stockman, David, 23
Stock market technology bubble,
collapse, 93
Stock options (call options)
backdaters, compensation, 39
backdating, data patterns, 35
benign intent, 32
corporation marking, 33
employee option exercise, 33—34
moral hazard, 32-33
strike price, 35
Strategos Capital Management, 139
default, 103
Structured finance ratings, problems, 117
Structured financial products, risk
(misunderstanding), 119
Structured investment vehicles
(SIVs), 65
collateral, downgrades, 100
Subprime-backed investments, shorting,
130
Subprime foreclosures, moratorium/
mortgage restructurings
(advocacy), 86
Subprime lenders, exposures
(writedowns), 82
Subprime loans, default rate, 94-95
Subordination, 83
Subprime mortgage loans, outstanding
loans, 124
Subprime-related losses, Bloomberg
tracking, 105
Subprime residential home equity loan,
delinquencies/downgrading,
117,151
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Subprime sector, recovery rates
(overestimation), 85

Sugrue, Chris, 50-51

Refco money, lending, 51

Suitability, application, 98-99

Super catastrophe (super-cat) business,
188

Survivorship bias, returns distortion, 62

Swartz, Mark, 203

Swensen, David, 18

Synthetic CDOs (hedging), credit
derivatives (usage), 129

Synthetic CDO-squared, toxicity,
101-102

Syron, Richard, 166

T

Taleb, Nassim, Nicholas (black swan), 117
(conditional probabilities), 55
Tamraz, Cathy Baron, 14
Tannin, Matthew, 141
Cioffi electronic exchanges, 141
indictment, 141
TASS, net returns (decrease), 63—64
Tavakoli, Janet M.
Buffett Rule, 70
critical mass, 26
Tavakoli’s Law, statement, 54
Theory of Everything in Finance, 69
Technology bubble, 95-96
Term Securities Lending Facility
(TSLF), Carlyle creation, 151
Thain, John, 173
IPO origination, information, 203
Theory of Investment Value, The
(Williams), 6
Thermopylae, battle, 138
Third-party assumptions, usage, 132
Third-party valuations, occurrence, 134
Third World Conference, 44
Thrift crisis (1980s), 71
Tillman,Vickie, 119
Tilson, Whitney, 83, 118, 182
Tobias, Andrew, 186—187
Total return BRKA, growth/value
managers (contrast), 17t
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Total return swaps, usage, 126

Tranches, trading, 116

Transparency, Sarbanes-Oxley
promotion, 204

Tricadia, 139

Trust, restoration, 203—204

Tudor Investment Corporation, Pallotta
management, 46—47

Tirg of War (Erdman), 10

Tversky, Amos, 5657

2/28 hybrid ARM, fixed interest
payment amount, 77

U

Undercapitalized managers, impact, 65

Union Fire Company, Franklin
initiation, 186

United Nations Security Council,
Resolution 1701, 214

United States, Iran suspicions, 212

United States Department of Housing
and Urgan Development
(HUD) problems, 7273

Unobservable inputs, usage, 169

Unwinding the position, 146

Upside down mortgage (defined), 77

U.S. subprime losses, IMF estimates, 105

Vv

Value destruction, permanency, 123
Value opportunities, Buffett search, 45
Vanderbilt Mortgage, 73

Volatility, control, 44

W

Wachovia, 87,175

‘Wald, Jonathan, 154-155

‘Waldorf, Michael, 135

Wall Street Journal, Buftett appreciation,
11-12

‘Washington Mutual (Wa Mu), 87,175

Welch, Jack, 92

Wells Fargo, 87, 175

West, Mae, 91

Wertheimer, Eitan, 210-211

Wertheimer, Ariel, 210
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Wertheimer, Stef, 210

When Genius Failed (Lowenstein), 42
Whim of Iron (Marin blog), 138
Whitney, Meredith, 172

Why We Fight, 215

Wighton, David, 92

‘Williams, John Burr, 6

Willis, Gerri, 76

Winston, Harry, 203
WorldCom, scandal, 111
Wright, Kirk, 59

INDEX

Y
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investments, 18

Yield spread premium, 78

Young, Donald, 169
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Zero subprime-backed investments,
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