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Last September, Citigroup was about to buy Wachovia in an Government brokered deal [1]. Prior
to Bank of America purchasing Merrill Lynch, Citigroup was the largest bank in the US. Clearly
Citigroup was considered one of the banking giants. On Thursday (November 20), Citigroup the
second largest bank by assets, reached a 13 year low [2]. On Friday, even though the market rallied,
Citigroup fell another 20% to $3,77 per share [3]. Some believe the Government may end up rescuing
Citigroup [4]. Elsewhere, the 20th FDIC insured bank closed this year, the Community Bank of Lo-
ganville, Georgia, is expected to cost the deposit insurance fund between $200 million to $240 mil-
lion [5]. Regulators also closed two thrifts, Downey Savings and Loan Association and PFF Bank &
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Trust of Pomona, expected to cost the insurance fund $1.4 billion and $700 million respectively [6].

In other news, the remaining three US auto companies, failed to secure a $25 billion loan from Con-

gress [7]. Consequently, GM traded at a 70 year low not seen since 1938 [8]. Meanwhile, jobless

claims approached highs not seen since 1982 [9]. There is some good news,

M icrosoft announced it
will stop its Windows
Live OneCare and instead
offer free software to protect
PCs from viruses [1]. It is
estimated that 50% of home
users are not protected
against malware [2]. In other
malware news, fearing com-
puter viruses, the Pentagon
has implemented a policy

IT Security

banning the use of flash
drives [3]. The ban follows an
attack that strategically timed
to hit between the Nov. 4
presidential election and
Inauguration Day, Jan. 20

(4].

In Canada, after discovering
a vehicle with an illegal cell
phone jammer, police are
wortried they would be un-

able to call in for help [5]. In
Massachusetts, a 16-year-old
admitted he hacked into nu-
merous corporate computers,
running bot-nets, and placing
bogus calls to first responders
[6].

One report suggests the US
influence will continue to
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GM hits 70 year stock price low

Community Bank becomes 20th
FDIC insured bank closed this year

Downey Savings and Loan Asso-
ciation and PFF Bank & Trust of
Pomona bring the number of FDIC
insured closings to 22

Fear of computer viruses causes
Pentagon to ban flash drives



Imminent GM bankruptcy
was always fiction, created
by Wall Street and the

media—Robert Luty
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the price of oil has fallen to a
22-month low [10]. Moreover,
oil fell below $50 per barrel as
recession fears settled in [11].

In Switzerland, the banking
giant UBS plans to fight the
Swiss Government’s decision
to allow Washington to peek
into Swiss-based accounts [12].
It is difficult to estimate what
the total cost of cybercrime is
per year. However, $100 bil-
lion is not an unreasonable
estimate [13].
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erode and by 2025 while new
threats from hackers and cy-
ber-terrorist will be a domi-
nant concern [7]. It is ex-
pected that China and India
will increase in power as the

US declines [8].

It seems that Verizon employ-
ees violated company privacy
policy and looked through
President-elect Barack
Obama’s phone records [9].
Verizon has since fired the
employees [10]. This is similar
case Ohio is investigating
involving the privacy breach of

Joe the Plumber’s records [11].
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O n March 24, Bear sterns
collapsed based on si-
lent run fueled by false ru-
mors. An article in Vanity Fair
suggests that CNBC’s report-
ing was a contributing factor
in the Bear Sterns story [1].
Not surprisingly, CNBC was
not happy with the suggestion
their reporting suggesting Bear
Sterns had liquidity problems
(when there were none) was a

5.
Company
lays off
reporter

4,
Company
in financail

trouble

What Goes Around

For years, the belief that bad
news sells has been the news
media’s driving force [7]. So it
should come as no surprise
that recent reporting of the
economy is focusing on the
negative. But trading giants
are constantly adjusting their
risk models and look for any
news that would alter their
current assumptions. When
news that is considered good

1. Reporter
writes bad
news story

2. Algo
sells on
bad news

Company
stock falls

contributing factor [2]. Com-
puters have become indispen-
sible for the financial markets.
When combined with algo-
rithmic trading, investors are
able to calculate value-at-risk
and other statistical informa-
tion to help with their invest-
ments. The high end algo-
rithmic trading (algos) applica-
tions include artificial intelli-
gence and make execute
trades. The decision inputs
include news articles from
various sources. Interestingly,
the news media has fallen on
hard times, For example, AP
will shrink its staff by 10% [3];
the Seattle Times is cutting
staff [4]; and E.W. Scripps is
cutting back [5]. In general
newspaper circulation has
declined by 4.6% (6] so adver-

tising loss can be devastating.
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is found, the market buying
can kick in. For example,
when Geithner was reported
as the likely pick for heading
the Treasury, the market rose
494 points [8]. However, once
more bad news is detected the
revised risk model will act
accordingly. As stock prices
fall, the credit ratings for these
companies are typically low-
ered, thereby adding more bad
news to the picture. After a
while, the process becomes self
feeding. The process becomes
stuck in an infinite loop with
no one to reboot the system.

As a company’s income dries
up, they have less money to
spend on advertising. The loss
of advertising revenue has a
direct impact on the very news
outlets that contributed to the
negative cycle [9]. Moreover,

news media giant corporate
stocks are falling. For exam-
ple, CBS and Disney (owns
ABC) closed near their yearly
lows [10]. Likewise, General
Electric (GE owns NBC) hit a
10 year low of $12.58 per
share. Note, CNBC is part of
the GE which takes us back to
the beginning of this article.

The algos react to good as well
as bad news. However, if you
look at the news today, bad
news dominates.
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The news media are, for the
most part, the bringers of bad
news... and it's not entirely
the media's fault, bad news
gets higher ratings and sells

more papers than good news—

Peter McWilliams
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I could as easily bail out
the Potomac River with a
teaspoon as attend to all
the details of the army—

Abraham Lincoln
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ne report suggests that

China is using Cyber-
war to challenge American
power [1]. It is alleged that
China is stealing vast amounts
of sensitive information from
U.S. computer networks [2].
The Chinese cyberwarfare
capability is considered so
advanced, the US may not be
able to counteract it [3]. In
response to the allegations,
China has stated the report
presented to Congress is un-
worthy of rebuttal [4]. An-
other allegation is that China
has used its $2 trillion in for-
eign reserves to manipulate
currency trading and diplo-
matic relations with other

Chinese-borne scientist

working in Virginia
pleaded guilty to selling US
technology and military se-
crets to China [1]. In Okla-
homa, a man was sentenced to
41 months and ordered to pay
$4 million in restitution for
defrauding 4 banks [2]. In
New York, 16 people were
charged in a mortgage fraud
scheme that cost lenders $ 4.9
million [3]. Elsewhere in New
York, 9 people were charged
in a $1.4 million mortgage
fraud scheme [4]. In Philadel-
phia, 6 people were charged
with fraud in an alleged
scheme to steal $41 million
using virtual offices, dummy
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nations [5].

In other news, the Bank of
America increased its stake in
the China Construction Bank
to 19.13% [6]. The increase of
$7 billion is controversial be-
cause the US Treasury is pump-
ing $250 billion into the larg-
est banks, including $15 bil-
lion to Bank of America [7].

The world-wide economic
down-turn is starting to have
an impact on China. The un-
employment in China wors-
ened [8]. China manufactured
14 percent of the clothing, toys
and footwear imported into
the United States last year and
now there are fears that Chi-
nese job losses could result in
riots [9].
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corporations, and fake broker-
ages [5]. In Indiana, racketeer-
ing charges were filed against
a man following claims by a

bank of being swindled out of
$6 million [6].
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