
D uring 2008, in Newsletter Volume 1 Number 26 we described the risk posed by algos 
(automatic trading programs). Now we have more evidence of the risk posed. Highlighting the 

volatility in the market, the Dow fell nearly 1,000 points on May 6 before recovering most of the loss 
[1]. Following this collapse, a probe was launched to determine if there were bad trades issued by black 
box (read algos) automatic trading systems [2]. Unfortunately, government controls currently in place 
are inadequate for preventing further turmoil; and may necessitate a government mediated trading 
system. Case in point, during the 10 minute free-fall period, stocks fell 700 points creating the largest 
inter-day fall in history [3]. 

While Asian countries are recovering nicely, some Western nations continue to struggle. For example, 
the U.S., first time unemployment claims for the week ending April 24 fell 11,000 to 448,000 [4]. For 
the following week, the first time unemployment claims fell another 7,000 to 444,000 [5]. In other 
news, the U.S. gross domestic product grew at a 3.2% rate for the first quarter [6]. Concurrent with 
growth, inflation is a concern for the economic recovery. For example, during March, food prices 
increased 2.4%, the largest percentage increase since 1984; and energy increased 0.7% [7]. Further-
more, gold closed above $1200 per ounce, near its all time high [8]. Meanwhile, before the market 
crash, oil increased to an 18-month high exceeding $87 per barrel due in part to increased demand 
from China [9].  

The news from Europe is not very good. For example Standard and Poor’s lowered Greece’s credit 
rating to junk status [10]. The Greek financial maelstrom has turned violent with three people killed 
so far and there were protesters numbering in the tens of thousands [11]. One news article reports 
Greek protesters numbered 100,000 and were opposing the new Government spending cutbacks 
aimed at avoiding bankruptcy [12]. What’s more, Moody’s indicated they may downgrade Portugal’s 
bond rating one or two notches possibly starting down the same path as Greece [13]. Then there is 
Spain’s stability following the Standard & Poor’s bond rating downgrade on April 28 [14].  

Regulators continued closing troubled financial institutions. For example, on April 30, the following 
seven were shuttered: 58) Eurobank of San Juan; 59) R-G Premier Bank of 
Puetro Rico; 60) Westernbank Puetro Rico; 61) CF Bancorp in Michigan; 
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day drop in history, down nearly a 

1000 points during May 6 trading 

 Greece’s credit rating cut to junk 

 68th bank shuttered 
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S ometimes, accessing Gov-
ernment web sites can be 

risky. Case in point, four 
public facing cloud-hosted 
web sites belonging to the 
Bureau of Engraving and 
Printing were taken down 
following discovery of mali-
cious code on the parent site 
[1]. 

New York is once again in the 
news as a terrorism target. 
Case in point, a smoking car 
bomb was defused in the 

Times Square area of the city 
[2]. Later, a naturalized 
American originally from 
Pakistan was arrested for the 
attempted terrorist attack [3]. 
After his arrest, 30 year old 
Faisal Shahzad admitted to 
participating in training at a 
known terrorist camp in 
Pakistan [4]. What’s more, 
authorities have evidence 
there was a money courier 
that helped fund the terrorist 
attack [5].  

Elsewhere, the Russian navy 
took back a tanker seized by 
Somali pirates, freeing the crew 
of 23, killing one pirate and 
capturing another 10 [6].  
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62) Champion Bank in Mis-
souri; 63) BC National Bank in 
Missouri; and 64) Frontier Bank 
in Washington [15]. Then on 
May 7, the following four finan-
cial institutions were shuttered: 
65) The Bank of Bonifay in 
Florida; 66) Access Bank in 
Minnesota; 67) Towne Bank of 
Arizona; and 68) 1st Pacific 
Bank of California [16]. Mean-
while, Goldman Sachs shares 
plummeted after the Justice 
department opened a criminal 
investigation of fraudulent ac-
tivities [17]. 

With the stock market melt-
down on May 6, its worth recall-
ing former CEO of Bear 
Stearns, James Cayne, said 
"unfounded" concerns and 
"rumors" resulted in an unstop-
pable run on the bank [18]. This 
was reaffirmed by the former 
Bear Sterns Chief Financial 
Officer who indicated that fears, 
rumors and innuendo in March 
2008 caused a quintessential 
run on the bank [19]. Clearly, 
the same forces were evident in 
the stock market on May 6. 
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Even to observe neutrality 

you must have a strong 

government—Alexander 

Hamilton  

can state run Ixtoc well that 
released 140 million gallons 
into the Gulf of Mexico from 
1979-1980 [3]. What’s more, 
at the time, Mexico refused to 
reimburse the US for cleanup 
costs.  
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A  deep drilling oil rig 
accident in the Gulf of 

Mexico is expected to cost BP 
hundreds of millions of dol-
lars [1]. What’s more, BP 
shares hit a seven-month low 
on concerns over the clean-up 
costs the company will pay 
[2]. 

While the BP oil leak is bad, 
it is small compared to the 
Gulf record holder the Mexi-
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T o obtain uranium ore for 
its expanding nuclear 

program, Iran has secured a 
deal with Zimbabwe [1]. 
What’s more, Iran defiantly 
continues to reject UN calls to 
scale back nuclear processing 
[2]. 

The International Monetary 
Fund (IMF) is predicting that 
40% of the world’s growth 
during the next two years will 
come from China and India 
[3]. What’s more, the largest 
oil firm in China, PetroChina 
Co., reported a net quarter 
profit increase of 71% com-
pared to the same quarter last 
year [4]. In other energy re-
lated news, China agreed to 
build two nuclear power 
plants in Pakistan [5]. 

Secretary of State Clinton 
announced the U.S. currently 
has 5,113 nuclear warheads; 
compared to the 31,255 we 
had in 1967 [6].  Meanwhile, 
Iran claims to have over flown 
a U.S. aircraft carrier and took 
pictures of it [7]. If this is true, 
Iran could have an unprece-
dented opportunity for a first 
nuclear strike against a U.S. 
carrier task group. 

Elsewhere, Pakistan test fired 

two ballistic missiles capable of 
carrying nuclear warheads [8]. 
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Intellectual property has the 

shelf life of a banana—Bill 

Gates  

million bank fraud scheme 
[3]. 
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F raud continues to make 
news. For example, in 

Cleveland, 13 people were 
charged with a $3 million 
mortgage fraud [1]. In Florida, 
seven people were charged in 
a $5 million mortgage fraud 
scheme [2]. In Georgia, two 
former executives were 
charged in an alleged $80 
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