
 
 

31 December 2015 

 

άwƻǎƘ Hashanahέ  {ƻǊǊȅ ŦƻǊ ǘȅǇƻΦ 

 

Nevis News: Big news day!  Drone crashed into tree on third flight.  Golf Cart broke and left me hoofing 

it back.  Biked down to beach and was there alone again.  I am thinking that the FAA, in addition to 

requiring registration of drones, may need to implement a sobriety requirement for flying Drones.  I am 

ƴƻǘ ǇǊŜǇŀǊŜŘ ǘƻ ǎŀȅ ǘƘŀǘ ŀƭŎƻƘƻƭ ǿŀǎ ŀ ŎƻƴǘǊƛōǳǘƛƴƎ ŦŀŎǘƻǊ ǘƻ ǘƘŜ ŎǊŀǎƘ ōǳǳǳǳǘǘǘǘǘǘǘǘΧ  όƴƻ ƘǳƳŀƴǎ ƻǊ 

drones were damaged in the crash) 

 

Question: When was the first New Year celebrated? 

 

Rouble plunges as latest oil decline heralds second year of recession ς Pg. 1 

- The rouble fell to its lowest level in more than a year yesterday as Russians faced the 

prospect of a second year of economic recession in 2016 amid continued oil price weakness 

- The Russian economy is expected to contract 3.7% this year, hit by falling oil prices and 

ǿŜǎǘŜǊƴ ǎŀƴŎǘƛƻƴǎΣ Χ 

- Benchmark Brent crude oil fell more than 3% to $36.64 a barrel yesterday as Saudi Arabia 

reiterated it would not cut production in response to lower oil prices after announcing a 

radical austerity programme this week 

- ΧǊƻǳōƭŜ ǘƻ ƳƻǊŜ ǘƘŀƴ то ǘƻ ǘƘŜ ŘƻƭƭŀǊ Χ 

 

Puerto Rico to miss $37m in payments on debt as cash runs out ς Pg. 3 

- Puerto Rico will default on a number of its obligations at the start of the new year, as the 

impoverished US territory runs out of cash 

- The island, struggling under a burden of $72bn, will be unable to pay some of the roughly 

Ϸмōƴ ƛƴ ŎƭŀƛƳǎ ŘǳŜ ƻƴ WŀƴǳŀǊȅ мΧ 

 

Forecasting the world in 2016 ς Pg. 7 

- Will Hillary Clinton win the US presidential election? 

o Yes (Prof Note: They predicted this when she ran against Barack!) 

o Mrs. Clinton will be pilloried by her Republican opponent, Ted Cruz, for her 

character flaws and weaknesses in the face of AmerƛŎŀƴΩǎ ŜƴŜƳƛŜǎ 

o ΧaǊǎ /ƭƛƴǘƻƴ ǿƛƭƭ ǿƛƴ ǘƘŜ ŜƭŜŎǘƻǊŀƭ ŎƻƭƭŜƎŜ ōȅ ŀ ƭŀƴŘǎƭƛŘŜΦ  5ŜƳƻŎǊŀǘǎ ǿƛƭƭ ǘŀƪŜ ōŀŎƪ 

the Senate.  But she will start her term in a very polarized Washington.  There will 

be no honeymoon 

- Will Britain leave the EU in the referendum expected in 2016? 

o No.  Britain will vote to stay in the EU 

- Will Bashar al-Assad still be in power 12 months from now? 

https://pgainllc.com/


o Yes.  Assad will remain nominally president of Syria in 2016 

- Will the Bank of England finally raise interest rates next year? 

o No. The BoE will flirt with rate rises through much of 2016, it will tease, but it in the 

end it will not put its money where its mouth is 

- Will at least one member of the group of 20 leading economies require an IMF assistance 

programme in 2016? 

o Yes.  Within the G20, no developed member will need a rescue.  The only 

conceivable candidate is Italy, given its high public debt 

- Will Angela Merkel still be German chandellor at the end of the year? 

o No 

- Who will win the Euro 2016 football tournament? 

o Belgium 

- ²ƛƭƭ .ǊŀȊƛƭΩǎ 5ƛƭƳŀ wƻǳǎǎŜŦŦ be impeached before the Olympic Games begin in Rio? 

o No. but it will be a close-run thing 

- Will China devalue the Renminbi significantly next year? 

o Yes.  China has good reasons to want to keep the renminbi stable against the US 

dollar in 2016 ς a strong merchandise trade surplus, massive foreign exchange 

ǊŜǎŜǊǾŜǎ ŀƴŘ ŀ ŘŜǎƛǊŜ ǘƻ ǎƘƻǿ ǘƘŜ ǿƻǊƭŘ ǘƘŀǘ ǘƘŜ άǊŜŘōŀŎƪέ ƛǎ ŀ ǿƻǊǘƘȅ ǊŜǎŜǊǾŜ 

currency 

o The flagging Chinese economy is likely to need at least two interest rate cuts next 

year while the US dollar is supported by continued Fed tightening 

- Will Russian athletes compete in the 2016 Olympics? 

o Yes 

- Will Brent crude end the year over $50? 

o Yes 

 

Reinsurers hit by falling renewal prices ς Pg. 12 

- Reinsurers are facing further pressure after the December contract renewal season 

delivered another year of falling prices ς the fourth in succession 

- The price declines are partly driven by the primary insurers that buy reinsurance, who are 

facing falling rates themselves 

- The falling prices, combined with low investment returns, ŀǊŜ ǘŀƪƛƴƎ ǘƘŜƛǊ ǘƻƭƭ ƻƴ ǊŜƛƴǎǳǊŜǊǎΩ 

profitability 

 

Answer: Over 4,000 years ago by the Babylonians. 

 

Nevis News: Another beautiful day on Nevis.  I took a walk down by the beach today, actually wanted to 

time the walk (30 minutes to the beach).  I was there for 45 minutes before turning around.  Not a single 

person on the beach the entire time.  Of course the guests at the Four Seasons never leave the Four 

Seaons but, hey, for a fraction of the price I will bring them a drink! J    

 

30 December 2015 

 

Question: What is the Jewish New year called? 



 

Saudi budget lifts prospect of prolonged oil market glut ς Pg. 1 

- The outlook for oil prices is under renewed pressure following signals from Saudi Arabia that 

it is preparing for a long period of low returns and expectations that Iran will further flood 

the market when sanctions are lifted 

- Brent, the international oil marker, rose 2.5% to $37.53 a barrel, while West Texas 

Intermediate, the US benchmark, added 2.4% to $37.68 

 

¢ŀǊƴƛǎƘŜŘ ƎƻƭŘΥ .ǳŦŦŜǘǘΩǎ ŀƴƴƛǾŜǊǎŀǊȅ ƳŀǊƪŜŘ ōȅ ǇƻƻǊ ǎǘƻŎƪ ǇŜǊŦƻǊƳŀƴŎŜ ς Pg. 1 

- ΧǎƘŀǊŜǎ ƛƴ Ƙƛǎ ŎƻƴƎƭƻƳŜǊŀǘŜ .ŜǊƪǎƘƛǊŜ IŀǘƘŀǿŀȅ Řƻǿƴ ммΦр҈ ǿƛǘƘ ǘǿƻ ƳƻǊŜ ǘǊŀŘƛƴƎ Řŀȅǎ 

to go 

- Berkshire has also been hit by bid declines in two of its largest stock market investments: 

American Express, down 25% this year, and IBM, down 13% 

- The fall in Berkshire shares comes against a 3% return from the S&P500, including dividends 

 

SEC focuses on ETP role in volatility ς Pg. 13 

- US regulators investigating the wild price moves that hit Wall Street on a day in August have 

taken a hard look at exchange traded products and market controls aimed at protecting 

investors against big swings 

- The SEC found that ETPs experienced more severe volatility than the stocks of individual 

companies but that trading in individual ETPs varied widely 

 

Answer: Rish Hashanah 

 

Nevis News: Another beautiful day on Nevis.  No news is Nevis news. J   

 

29 December 2015 

 

Question: if you are in Italy, what colour is your underwear on 1 January?  (Hint: this is not a trick 

ǉǳŜǎǘƛƻƴΧȅƻǳ ŀǊŜ ǿŜŀǊƛƴƎ ǳƴŘŜǊǿŜŀǊΦύ 

 

²ŀǎƘƛƴƎǘƻƴ ǿŀǊƴǎ 9¦ ŀƎŀƛƴǎǘ ǳǇƎǊŀŘƛƴƎ .ŜƛƧƛƴƎΩǎ ǘǊŀŘŜ ǎǘŀǘǳǎ ς Pg. 1 

- ²ŀǎƘƛƴƎǘƻƴ Ƙŀǎ ǿŀǊƴŜŘ .ǊǳǎǎŜƭǎ ŀƎŀƛƴǎǘ ƎǊŀƴǘƛƴƎ /Ƙƛƴŀ άƳŀǊƪŜǘ ŜŎƻƴƻƳȅ ǎǘŀǘǳǎέΣ ǎŀȅƛƴƎ 

the long-sought concession could hamper efforts to prevent Chinese companies flooding the 

US and Europe with unfairly cheap goods 

- !ŎƘƛŜǾƛƴƎ a9{ ŀǘ ǘƘŜ ²ƻǊƭŘ ¢ǊŀŘŜ hǊƎŀƴƛȊŀǘƛƻƴ ƛǎ ƻƴŜ ƻŦ /ƘƛƴŀΩǎ ŎƻǊŜ ǎǘǊŀǘŜƎƛŎ ƎƻŀƭǎΦ  

Among other benefits, it would make it far more difficult for the US and EU to impose steep 

tariffs on Chinese companies for unfairly dumping low-cost goods on their markets 

 

Overhead alert ς Pg. 11 

- Americans told to register their drones (Prof Note: My drone is on Nevis never to be 

registered!) 

- ΧǎƻŎƛŀƭ ƳŜŘƛŀ ǎƛǘŜǎ Ŧilled up with stories and videos of expensive toys crashing into trees, 

gardens, lakes and people ς as owners discovered that it is hard to fly a drone for the first 



time (Prof Note: No kidding!  I approached flying my drone last year like learning to fly.  I 

kept a flight log with notes.  I also purchased all the safety gear with it and broke ALL the 

safety gear crashing.  The drone was saved.) 

 

Lessons from a nightmare day on Wall Street ς Pg. 18 

- From the onset, August 24 had loomed as a tough day on Wall Street, foreshadowed by a 

rout in Asia.  It was also rooted in something clearly identifiable: the changing economic 

picture in China 

- Within minutes of the start the DJIA plunged 1,000 points and behemoths such as JPMorgan 

had fallen 20% or more 

- August 24 serves as a reminder that financial markets are inherently volatile and may 

become more so now the Federal Reserve has begun its tightening cycle 

 

Answer: RedΧōǊƛƴƎǎ ƭǳŎƪ ƛƴ ǘƘŜ ǊŜǎǘ ƻŦ ǘƘŜ ȅŜŀǊΦ 

 

Nevis News: Be careful when traveling this holiday season.  I saw tourists screwed right in front of me.  I 

flew into St. Kitts and took the boat to Nevis.  This involves a taxi to the harbor, then boat to Nevis.  

²ŜƭƭΣ ǘƘŜ άƎŀƳŜέ ƛǎ ǘƻ ǎŜǇŀǊŀǘŜ ǘƘŜ ǘƻǳǊƛǎǘǎ ŀǘ ǘƘŜ ŀƛǊǇƻǊǘ ŀƴŘ ǘŀƪŜ ǘƘŜƳ ƛƴŘƛǾƛŘǳŀƭƭȅ ōȅ ōƻŀǘ ǘƘŜǊŜby 

increasing the fees earned.  Those of you that know me know I have no issue speaking up.  When I was 

ƻǳǘǎƛŘŜ ǘƘŜ ŀƛǊǇƻǊǘ L ŀƴƴƻǳƴŎŜŘ ƭƻǳŘƭȅΣ ά²Ƙƻ ƛǎ ƎƻƛƴƎ ǘƻ bŜǾƛǎΚέ  ¢ƘŜ ǳƴŎŜǊǘŀƛƴ ǘƻǳǊƛǎǘǎ ŀǊŜ ŀƭƭ ǎǘŀƴŘƛƴƎ 

ǘƘŜǊŜ ŀƴŘ ŀ ŦŀƳƛƭȅ ǎŀƛŘΣ άǿŜ ŀǊŜΦέ  L ǎŀƛŘΣ άL ŀƳ ǿƛǘƘ ǘƘŜƳΗέ  ¢ƘŜȅ ƛƳƳŜŘƛŀǘŜƭȅ Ǉǳǘ ƳŜ ƛƴ Ƴȅ ƻǿƴ Ŏŀō 

(which was fine as I had so many bags I would not fit with the family) but I would not leave the family 

and insisted my cabbie keep pace with the other cab.  At the boat we were loaded and went to Nevis.  I 

paid my fractional share and they were charged full freight!  It was outrageous!  Never fearful of 

throwing a tantrum, I corrected the situation!  My point, be careful this season.  I cannot stand when 

ǇŜƻǇƭŜ ŀǊŜ ΨǘŀƪŜƴΩΦ   

 

28 December 2015 

 

Question: In ancient Rome, when did the New Year begin? 

 

Economists expect no more QE for Europe in 2016 despite Draghi vow ς Pg. 1 

- Many economists doubt that the ECB will increase the size of its 1.46tn (euro) asset-

purchase programme in 2016, despite assurances by ECB chief Mario Draghi that additional 

monetary stimulus is still on the table 

- Latest ECB projections predict the eurozone, which has struggled to grow as strongly as the 

US or UK, will grow 1.7% in 2016 after 1.5% growth this year, as QE bolsters the economy 

- ¢ƘŜ 9/.Ωǎ ŜȄƛǎǘƛƴƎ ƳŜŀǎǳǊŜǎ ƘŀǾŜ ŀƭǊŜŀŘȅ ƭŜŘ ǘƻ ŀ сллōƴ όŜǳǊƻύ ŜȄǇŀƴǎƛƻƴ ƛƴ ƛǘǎ ōŀƭŀƴŎŜ 

sheet to 2.8tn (euro).  It will continue to buy 60bn (euro) of mostly government bonds each 

ƳƻƴǘƘ ǘƘǊƻǳƎƘ нлмсΣ Χ 

 

US rate rise offers mixed blessings for Eurozone ς Pg. 2 



- Interest rate rises by the US Federal Reserve could provide mixed fortunate for the 

9ǳǊƻȊƻƴŜ ŜŎƻƴƻƳȅ ŀǎ ŀƴ ŜȄǇŜŎǘŜŘ ōƻƻǎǘ ǘƻ ǘƘŜ ǊŜƎƛƻƴΩǎ ŜȄǇƻǊǘ ŀƴŘ ƛƴŦƭŀǘƛƻƴ Ǌƛǎƪǎ ōŜƛƴƎ 

offset by increased global volatility and monetary tightening 

- There is a consensus among economists that higher US borrowing costs will weaken the 

euro 

- At the moment, the euro is worth $1.09 down from about $1.20 at the start of the year 

- The ECB targets inflation of just below 2%, but has struggled to hit this level: inflation has 

been below 2% for more than two years and is now only 0.2% 

- ¢ƘŜ CŜŘΩǎ ǎƘƛŦǘ ǘƻǿŀǊŘǎ ǘƘŜ ŜȄƛǘ ŎƻǳƭŘ ŀƭǎƻ ǇƻǎŜ ŀ ǘƘǊŜŀǘ ǘƻ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ƘŜŀƭǘƘ ƻŦ ǘƘŜ ǎƛƴƎƭŜ 

ŎǳǊǊŜƴŎȅ ŀǊŜŀΣΧ 

- Some warned that higher US rates could raise the cost of longer-term borrowing in Europe 

by triggering a portfolio rebalancing by global investors 

 

9ƴŜǊƎȅ Ƴǳǘǳŀƭ ŦǳƴŘǎ ŀǊŜ ǘƘŜ ȅŜŀǊΩǎ ǿƻǊǎǘ ǇŜǊŦƻǊƳŜǊǎ ς Pg. 13 

- One of the hottest categories of mutual funds in recent years inflicted the harshest losses on 

investors in 2015, the result of a toxic combination of sliding oil prices and rising interest 

rates 

- ΧŜƴŜǊƎȅ ƭƛƳƛǘŜŘ ǇŀǊǘƴŜǊǎƘƛǇ ŦǳƴŘǎΣ ǿƘƛŎƘ ǿŜǊŜ ǎƻƭŘ ŀǎ ŀ ƘƛƎƘ-yield investment that would 

not be as exposed to commodity prices as direct investors in energy producers 

- The funds invest in master limited partnerships, stock market-listed companies that run oil 

and gas pipelines and other infrastructure businesses.  MLPs are mandated to pay out most 

of their profits in dividends, making them popular with income investors 

 

Answer: 1 March 

 

I hope that everyone is enjoying Happy Holidays and will have a Merry Christmas!   

 

Iƻ Iƻ IƻΧ 

 

24 December 2015 

 

Question: Who once stole Christmas? 

 

US banks hit by cheap oil as Opec warns of long-term low ς Pg. 1 

- US banks face the prospect of tougher stress tests next year because of their exposure to oil, 

underlining how the falling price of crude is transforming the outlook not just for energy 

companies but the financial sector 

- The OPEC yesterday lowered its long-term estimates for oil demand and said the price of 

crude would not return to the level it reached last year, $100 a barrel, until 2014 at the 

earliest 

- /ǊǳŘŜ ƻƛƭΩǎ ǇǊƛŎŜ ƻƴ ¢ǳŜǎŘŀȅ Ƙƛǘ ŀƴ мм-year low of under $36 a barrel, piling pressure on 

banks that have big loans to energy companies or significant exposure to oil on their trading 

books 



- The US Federal Reserve subjects banks with at least $50bn in assets ς including the US arms 

of foreign banks ς to an annual stress test that is designed to ensure they could keep trading 

through a deep recession and a big shock to the financial system 

- ¢ƻŘŀȅΩǎ ƻƛƭ ǇǊƛŎŜǎ ŀǊŜ ŀōƻǳǘ рр҈ ōŜƭƻǿ ǘƘŜ ƭŜǾŜƭ ǿƘŜƴ ǘƘŜ CŜŘ ǎŜǘ ƭŀǎǘ ȅŜŀǊΩǎ ǎǘǊŜǎǎ ǘŜǎǘ 

scenarios 

- There were now five times as many oil and gas loans in danger of default as there were a 

ȅŜŀǊ ŀƎƻΣΧ 

 

Philanthropy ς Pg. 5 

- ΧǘǊŀŘƛǘƛƻƴŀƭ ƳƻŘŜƭ ƻŦ ¦{ ǇƘƛƭŀƴǘƘǊƻǇȅΣ ǳƴŘŜǊ ǿƘƛŎƘ ǘƘŜ ŦƻǳƴŘŀǘƛƻƴǎ ŎǊŜŀǘŜŘ ōȅ WƻƘƴ 5 

Rockefeller, Henry Ford and Andrew mellow are still among the largest charities in the 

country almost seven decades after the last of the founders died, spending only the income 

from their endowments 

- The name of Julius Rosenwald, founder of the retailer Sears, barely registers compares with 

ŀ wƻŎƪŜŦŜƭƭŜǊΣ ōǳǘ ƛǘ ƛǎ ǊŜǾŜǊŜŘ ŀƳƻƴƎ ǘƘŜ άƎƛǾƛƴƎ ǿƘƛƭŜ ƭƛǾƛƴƎέ ŀŘǾƻŎŀǘŜǎ ǎƛƴŎŜ ƘŜ ǿŀǎ ǘƘŜ 

first to say his fortune should be spent down, rather than used to endow an enduring 

organization.  It ran out in 1948, 16 years after his death 

- Family foundations, designed to pass to future generations, remain the mainstream US 

model, however, as it is one that has been exported successfully abroad 

- ²ŀƛǘƛƴƎ ǘƛƭƭ ƭŀǘŜǊ ƳŀƪŜǎ ǎŜƴǎŜ ƻƴƭȅ ƛŦ ȅƻǳ ǘƘƛƴƪ ƳƻƴŜȅ ƎǊƻǿǎ ŦŀǎǘŜǊ ǘƘŀƴ ǇǊƻōƭŜƳǎΧ 

- Charitable foundations have been the bedrock structure for conducting philantrophy at a 

scale in the US for more than a century.  Some of the value of gifts to a personal foundation 

can be offset against other taxes, and in return, the government requires that the 

organizations disperse at least 5% of their assets each year and sets other rules, including a 

ban on political activity 

- (Prof Note: While no where near the scale of those mentioned in this article, Stage Capital, 

LLC provides scholarships to middle school students on Nevis.  Several years ago I 

approached a local high school in Maryland.  I stated I wanted to donate money (this is an 

absolutely true story and I had my accountant with me as a witness).  We had a meeting 

with the principal, vice principal, football coach, and a few others.  I asked for suggestions of 

Ƙƻǿ L ŎƻǳƭŘ ŘƻƴŀǘŜΦ  ¢ƘŜ Ŧƻƻǘōŀƭƭ ŎƻŀŎƘ ƧǳƳǇŜŘ ƛƴ ŀƴŘ ǎŀƛŘΣ ά{ǇƻƴǎƻǊ ŀ ǇǊŜǇ ǊŀƭƭȅΣ ȅŀŘŘŀΣ 

yadda.έ  L ǎŀƛŘΣ άbh¢ILbD ŀǘƘƭŜǘƛŎΣ a¦{¢ ōŜ ŀŎŀŘŜƳƛŎΗ  bŜȄǘ ƛŘŜŀΗέ  ¢ƘŜ ōŀǎƪŜǘōŀƭƭ ŎƻŀŎƘ 

ǎǳƎƎŜǎǘŜŘ L ǎǇƻƴǎƻǊ ŘǊƛƴƪǎ ƻǊ ǎƻƳŜǘƘƛƴƎ ƭƛƪŜ ǘƘƛǎΦ  L ǎŀƛŘΣ άǿŜ ŀǊŜ ƴƻǘ ŎƻƳƳǳƴƛŎŀǘƛƴƎ ǿŜƭƭΦ  

bƻǘƘƛƴƎ ŀǘƘƭŜǘƛŎΦ  Lǘ Ƴǳǎǘ ōŜ ŀŎŀŘŜƳƛŎΣ ŜΦƎΦ ŀ ǎŎƛŜƴŎŜ ŦŀƛǊΦέ  ¢ƘŜƴ ƻƴŜ ƻŦ ǘƘŜƳ ǎŀƛŘΣ ά²ŜƭƭΣ ǿŜ 

Ŏŀƴ ǇƭŀŎŜ ǎǘƛŎƪŜǊǎ ƛƴǎƛŘŜ ǘƘŜ ōƻƻƪ ŎƻǾŜǊǎ ǿƛǘƘ ȅƻǳǊ ŎƻƳǇŀƴȅ ƴŀƳŜΦέ  IƻƴŜǎǘƭȅΣ L ŀƳ ƴƻǘ 

ŜǾŜƴ ŎŜǊǘŀƛƴ L ǊŜǎǇƻƴŘŜŘ ǘƻ ǘƘƛǎΦ  CƛƴŀƭƭȅΣ ǘƘŜ ±ƛŎŜ tǊƛƴŎƛǇŀƭ ǎŀƛŘΣ άaǊΦ {ǘŀƛƎŜǊΣ ƛǘ ǎŜŜƳǎ ȅƻǳ 

want us to come up with some ideas for you.  You want us ǘƻ Řƻ ǘƘŜ ǿƻǊƪΚΗέ  ¢ƘŜ ƳŜŜǘƛƴƎ 

ended very shortly after that comment with no donation.  Again, while I have no experience 

giving away the quantities of money mentioned in this article, my limited experience is that 

philanthropy is not easy.) 

 

Answer: The Grinch 

 

23 December 2015 



 

Question: When was the first Christmas card sent?  Who designed it? 

 

Zimbabwe turns to Chinese currency in bid to revive its battered economy ς Pg. 1 

- Zimbabwe has found a new way to try to boost its embattled economy ς and curry favour 

with one of its few international backers.  It is encouraging people to pay for things, from 

groceries to souvenirs, with Chinese currency 

- Χ/Ƙƛƴŀ ƘŀŘ ŀƎǊŜŜŘ ǘƻ ŎŀƴŎŜƭ ϷплƳ ƻŦ ŘŜōǘ ŘǳŜ ǘƘƛǎ ȅŜŀǊΣΧ 

- The renminbi was added to a list of currencies that are legal tender in Zimbabwe early last 

year, but has been little used.  More than 85% of transactions in the nation are estimated to 

be undertaken in US dollars while the rand, the currency of neighbouring South Africa, is 

also used widely 

 

Spend, Spend, Spend ς Pg. 5 

- The overseas acquisition boom predates the 2013 arrival of Abenomics but has swollen 

ǳƴŘŜǊ ƛǘǎ ƛƴŦƭǳŜƴŎŜΦ  tǊƛƳŜ aƛƴƛǎǘŜǊ {ƘƛƴȊƻ !ōŜΩǎ ƴŜǿ ŎƻǊǇƻǊŀǘŜ ƎƻǾŜǊƴŀƴŎŜ ŎƻŘŜ ƳŜŀƴǎ 

companies are under intense pressure to raise their return on equity and justify their vast 

stockpiles of cash 

- The overseas spending is strongly tipped to continue even as Japan battles a spendthrift 

reputation that has led some critics to quip that if it paid Y10tn for its various prizes, it 

probably overpaid by Y5tn.  But if Japan Inc has overpaid in the past 12 months the 

ƳƻǘƛǾŀǘƛƻƴ ŦƻǊ ŘƻƛƴƎ ǎƻ ǎŜŜƳǎ ŎƭŜŀǊΥ ōǳǎƛƴŜǎǎ ǎǳǊǾƛǾŀƭΦ  aƻǊŜ ǘƘŀƴ ŀ ǉǳŀǊǘŜǊ ƻŦ ƧŀǇŀƴΩǎ 

population is aged over 65 and its birth rate is among the lowest in the OECD 

- ΧǘƘŜ ƳŜŘƛŀƴ ǇǊŜƳƛǳƳ ǇŀƛŘ ōȅ WŀǇŀƴŜǎŜ ŎƻƳpanies for overseas deals exceeded 35% this 

year, twice the figure paid by US buyers.  However, when judged by enterprise value to 

earnings before interest, tax, depreciation and amortization Japanese and US buyers paid 

almost the same to secure their targets 

- But for corporate Japan the threat from a rising China is the more daunting prospect.  For 

ƳƻǊŜ ǘƘŀƴ ŀ ŘŜŎŀŘŜ ƛǘ Ƙŀǎ ōŜŜƴ ŎƭŜŀǊ ǘƘŀǘ /ƘƛƴŀΩǎ ŘƻƳŜǎǘƛŎ ƳŀǊƪŜǘ ƛǎ ƭŀǊƎŜ ŜƴƻǳƎƘ ǘƻ ǇǊƻǇŜƭ 

ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŎƻƳǇŀƴƛŜǎ ǘƻ ǘƘŜ ǘƻǇ ǘƘǊŜŜ Ǝƭƻōŀƭ ǇŀȅŜǊǎ ƛƴ ŜǾŜǊȅ ǎŜŎǘƻr from steel to banking 

- ¢ƘŜ ōǳǊǎǘ ƻŦ ƻǳǘōƻǳƴŘ aϧ! ƘŀǎΣ ƛƴ ƭŀǊƎŜ ǇŀǊǘΣ ōŜŜƴ ŀ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŀǘΥ ǘƻ ǎŜŎǳǊŜ WŀǇŀƴΩǎ 

place at the top table before the ambition becomes impossible 

 

Answer: 1843 by John Horsley 

 

22 December 2015 

 

Question: As the clock chimes midnight to ring in the New Year, a Spanish tradition involves eating 

twelve of what ς one for each chime? 

 

M&A breaks records but dealmakers fear for 2016 ς Pg. 1 

- Dealmakers are worried that bond market turmoil and global instability could hit mergers 

and acquisitions in 2016 after deals reached an all-ǘƛƳŜ ƘƛƎƘ ǘƘƛǎ ȅŜŀǊΣ ǎǳǊǇŀǎǎƛƴƎ нллтΩǎ 

peak 



- Hunger for growth in a weak economic environment, cheap financing and continued 

pressure from activist shareholders to boost returns drove many companies to combine 

- A growing source of angst in the last part of the year has been the high-yield debt market, 

following concerns that some highly leveraged energy companies may have trouble 

servicing their debt 

 

China pledges more flexible policies as growth set for 25-year low ς Pg. 4 

- /ƘƛƴŀΩǎ ŜŎƻƴƻƳƛŎ ǇƭŀƴƴŜǊǎ ǇƭŜŘƎŜŘ ǘƻ ŀŘƻǇǘ ƳƻǊŜ άǇǊƻŀŎǘƛǾŜέ ŀƴŘ άŦƭŜȄƛōƭŜέ ŦƛǎŎŀƭ ŀƴŘ 

ƳƻƴŜǘŀǊȅ ǇƻƭƛŎƛŜǎ ƛƴ ǘƘŜ ƴŜǿ ȅŜŀǊΣ Χŀǎ ǘƘŜ ŎƻǳƴǘǊȅ ƭƻƻƪǎ ǇƻƛǎŜŘ ǘƻ Ǉƻǎǘ ƛǘǎ ǎƭƻǿŜǎǘ ŀƴƴǳŀƭ 

economic growth rate in 25 years 

- The government will embrace more άŀŎŎƻƳƳƻŘŀǘƛǾŜέ ŦƛǎŎŀƭ ŀƴŘ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎƛŜǎΧ 

- /Ƙƛƴŀ Ƙŀǎ ǎǘǊǳƎƎƭŜŘ ǘƻ ǊŜŀŎƘ ƛǘǎ D5t ƎǊƻǿǘƘ ǘŀǊƎŜǘ ƻŦ άŀǊƻǳƴŘ т҈έ ŀƴŘ ǊŜŎŜƴǘƭȅ ǎŀƛŘ ƛǘ 

expected average annual growth to slip to 6.5% over the next five years 

- ²ƘƛƭŜ ŎƘƛƴŀΩǎ ƻǾŜǊŀƭƭ ŘŜōǘ-to-GDP level has soared past 250% in recent years, largely due to 

excessive leverage in the corporate sector, the central government and local administrations 

can increase their borrowing to support the economy 

- The Chinese government has, however, stopped short of embracing privatization, with 

recent state sector reforms instead focused on reorganizing existing state-owned 

enterprises 

 

Azerbaijan currency hit by end of dollar peg ς Pg. 4 

- !ȊŜǊōŀƛƧŀƴΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ Ƙŀǎ ŀōŀƴŘƻƴŜŘ ƛǘǎ ŘƻƭƭŀǊ ǇŜƎ ŀƴŘ ŀƭƭƻǿŜŘ ƛǘǎ ŎǳǊǊŜƴŎȅ ǘƻ ŘǊƻǇ ōȅ 

almost a third, in the latest sign of how the oil price fall is hurting energy-dependent 

economies 

- !ȊŜǊōŀƛƧŀƴΩǎ ƳƻǾŜ ς the second big devaluation of its currency this year ς echoed 

YŀȊŀƪƘǎǘŀƴΩǎ ǎƘƛŦǘ ǘƻ ŀ ŦǊŜŜ Ŧƭƻŀǘ ƻŦ ƛǘǎ ŎǳǊǊŜƴŎȅ ƛƴ !ǳƎǳǎǘΣ ǘǊƛƎƎŜǊƛƴƎ ŀ ƳƻǊe than 40% fall in 

the following four months 

 

WtaƻǊƎŀƴ Ǉŀȅǎ ϷмрлƳ ǘƻ ǎŜǘǘƭŜ Ψ[ƻƴŘƻƴ ²ƘŀƭŜΩ ŎŀǎŜ ς Pg. 14 

- In a mid-April call to analysts, Jamie Dimon, chairman and chief executive of the largest US 

ōŀƴƪ ōȅ ŀǎǎŜǘǎΣ ŘƛǎƳƛǎǎŜŘ ŎƻƴŎŜǊƴǎ ŀǎ άŀ ǘŜƳǇŜǎǘ ƛƴ ŀ ǘŜŀǇƻǘέ 

- [Ŝǎǎ ǘƘŀƴ ŀ ƳƻƴǘƘ ƭŀǘŜǊΣ ƘŜ ǊŜǾŜŀƭŜŘ ƭƻǎǎŜǎ ƻŦ ƳƻǊŜ ǘƘŀƴ Ϸнōƴ ŦǊƻƳ άŜƎǊŜƎƛƻǳǎέ ǘǊŀŘƛƴƎ 

ŀŎǘƛǾƛǘȅ ŀƴŘ ǿŀǊƴŜŘ ǘƘŀǘ ǘƘŜ ƭƻǎǎŜǎ άŎƻǳƭŘ ƎŜǘ ǿƻǊǎŜέ 

- άaƛǎƭŜŀŘƛƴƎ ƛƴǾŜǎǘƻǊǎ ǿƛǘƘ ǿǊƻƴƎ ƻǊ ƛƴŎƻƳǇƭŜǘŜ ƛƴŦƻǊƳŀǘƛƻƴ ƛǎ ǳƴŀŎŎŜǇǘŀōƭŜ ŀƴŘ ŎŀǳǎŜǎ ǊŜŀƭ 

ŘŀƳŀƎŜέΣ ǎŀƛŘ aƛƪŜ 5Ŝ²ƛƴŜΣ hƘƛƻΩǎ ŀǘǘƻǊƴŜȅ-general, in a statement (Prof Note: Really???  

5ƛŘ WŀƳƛŜ 5ƛƳƻƴ ƭƻǎŜ Ƙƛǎ ƧƻōΚ  ²ŀǎ Ƙƛǎ ǎŀƭŀǊȅ ŎǳǘΚ  ²Ƙŀǘ ǿŀǎ WŀƳƛŜΩǎ ŘƻǿƴǎƛŘŜ ǘƻ ǘƘŜ 

untrue statement???) 

 

Answer: Grapes 

 

21 December 2015 

 
Beijing Assistance Needed - Ok, probably more than you want to know about me but I love quilts.  I was 

recently in Beijing and purchased 80 squares, see attached, to have my quilt woman make me a Beijing 

quilt.  Well, even with my 20% contingency and measurements, I underestimated.  As such, I need more 



squares.  Is anyone in Beijing now that is willing to go and purchase me more squares?  I can tell you where to 

purchase, the type I need, and quantity.  I will absolutely pay for the squares, postage and time.  Please email 

me if you can assist.  I am in quilt crisis! :)  Thank you in advance. 
 

Question: Who created Rudolph, the most popular reindeer of Santa Claus? 

 

PBoC not fully focused on US dollar ς Pg. 2 

- Two weeks of gradual depreciation of the renminbi against the dollar by the PBoC suggests 

.ŜƛƧƛƴƎ ƛǎ ƳŜŀǎǳǊƛƴƎ ƛǘǎ ŎǳǊǊŜƴŎȅΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƴƻǘ ŀƎŀƛƴǎǘ ǘƘŜ ¦{ ŎǳǊǊŜƴŎȅΣ ōǳǘ ŀ ōǊƻŀŘŜǊ 

range of peers 

- /ƘƛƴŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ Ƙŀǎ άŦƛȄŜŘέ ǘƘŜ ǊŜƴƳƛƴōƛ ŀǘ ŀ ƭƻǿŜǊ ǊŀǘŜ ŀƎŀƛƴǎǘ ǘƘŜ ŘƻƭƭŀǊ ŦƻǊ ŜŀŎƘ ƻŦ 

the past 10 trading days, weakening its currency at a faster pace over that period than at 

any time since it first allowed it to appreciate in 2005, and it may do so again today.  Over 

the past fortnight the renminbi has lost 1.5% against the US currency 

- ¢ƘŜ ǊŜƴƳƛƴōƛΩǎ ŎƭƻǎŜ ŘƻƭƭŀǊ ǘƛŜǎ ƳŜŀƴ ƛǘ ƛǎ ƛƴ ŦŀŎǘ ƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǎǘǊƻƴƎŜǎǘ ǇŜǊŦƻǊƳŜǊǎ 

ŀƎŀƛƴǎǘ ǘƘŜ ǎǳǊƎƛƴƎ ¦{ ŎǳǊǊŜƴŎȅ ǘƘƛǎ ȅŜŀǊΣ ƘŀǾƛƴƎ ƭƻǎǘ Ƨǳǎǘ пΦр҈ ǘƻ ŘŀǘŜΧ 

- !ƳƻƴƎ /ƘƛƴŀΩǎ ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊǎΣ ǘƘŜ ŜǳǊƻ Ƙŀǎ ƭƻǎǘ мл҈ ŀƎŀƛƴǎǘ ǘƘŜ ŘƻƭƭŀǊΣ мн҈ ŀƎŀƛƴǎǘ ǘƘŜ 

!ǳǎǘǊƛŀƴ ŘƻƭƭŀǊ ŀƴŘ т҈ ŀƎŀƛƴǎǘ YƻǊŜŀΩǎ ǿƻƴ 

 

Congress ends foot-dragging on IMF reform ς Pg. 4 

- It was when Vladimir Putin chided Washington for failing to ratify reforms to the IMF that 

¦{ ƻŦŦƛŎƛŀƭǎ ǊŜŀƭƛȊŜŘ ǘƘŜƛǊ ŎƻǳƴǘǊȅΩǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǎǘŀƴŘƛƴƎ ƘŀŘ ǎǳƴƪ ǘƻ ŀ ƴŜǿ ƭƻǿ 

- At the G20 summit in Brisbane last year, the Russian president ς virtually a pariah after his 

military incursious in Ukraine ς won allies among fellow leaders when he rounded on 

President Barack Obama for failing to secure US congressional approval for an overhaul 

giving emerging economies a greater voice in the fund 

- ΧŀŦǘŜǊ ŀ ŦƛǾŜ-ȅŜŀǊ ǿŀƛǘΣ ƛǘ Ŧƛƴŀƭƭȅ ƎŀǾŜ ƛǘǎ ŀǇǇǊƻǾŀƭ ǘƻ ǊŜŦƻǊƳǎ ǘƘŀǘ ǿƛƭƭ ŘƻǳōƭŜ ǘƘŜ ŦǳƴŘΩǎ 

ŦƛǊŜǇƻǿŜǊ ŀƴŘ ƎƛǾŜ ŜƳŜǊƎƛƴƎ ŜŎƻƴƻƳƛŜǎ ŀ ōƛƎƎŜǊ ǉǳƻǘŀ ŀƴŘ ǎŀȅ ƛƴ ǘƘŜ ŦǳƴŘΩǎ ŀŦŦŀƛǊǎ 

- The creating of the AIIB is seen as a challenge to the pre-eminence of US-backed institutions 

such as the IMF 

 

Derivatives regulation spot nears transatlantic détente, regulator says ς Pg. 13 

- A transatlantic dispute that has left a glaring gap in global financial regulation is on course to 

be resolved in 2016 after the US signaled it was ready to end years of bickering and strike a 

compromise with Europe 

- The US and EU have been locked in a spat that has left them without common standards for 

the $553tn global derivatives market, a crucial piece of unfinished business mandated by 

world leaders after the last financial crisis 

- Moves to tighten regulation over-the-ŎƻǳƴǘŜǊ ŘŜǊƛǾŀǘƛǾŜǎ ǿŜǊŜ ŎŜƴǘǊŀƭ ǘƻ ǇƻƭƛŎȅƳŀƪŜǊǎΩ 

response to the last financial crisis, when the contracts were lethal in spreading contagion 

that emerged from losses on risky US mortgages.   

 

Answer: Robert L. May created Rudolph in 1939, when he wrote a Christmas-themed story-poem to 

attract customers in his department store. 

 



19 December 2015 

 

Question: Which Christmas food is it considered good luck to eat one of on each of the 12 days of 

Christmas? 

 

Next Bed rate rise tipped for March ς Pg. 1 

- ¢ƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ Ŧƻƭƭƻǿ ǘƘƛǎ ǿŜŜƪΩǎ ƘƛǎǘƻǊƛŎ ŦƛǊǎǘ Ǉƻǎǘ-crisis rate rise by 

ƭƛŦǘƛƴƎ ¦{ ōƻǊǊƻǿƛƴƎ Ŏƻǎǘǎ ŀƎŀƛƴ ƛƴ aŀǊŎƘΣ Χ 

- ΧŎƻƴǘǊŀǎǘ ǿƛǘƘ ƳŀǊƪŜǘ ŜȄǇŜŎǘŀǘƛons means Fed chair Janet Yellen faces fresh challenges 

next year, even though investors credited her with pulling off the rate move smoothly, 

without market tantrums many had feared 

- Traders and investors now expect the Federal funds rate to remain below 1% into 2017.  

¢Ƙŀǘ ƛƳǇƭƛŜǎ ŀ ŦŀǊ ǎƘŀƭƭƻǿŜǊ ǇŀŎŜ ƻŦ ƛƴŎǊŜŀǎŜ ǘƘŀƴ ǘƘŜ ƳŜŘƛŀƴ ƻŦ ǘƘŜ άŘƻǘǎ ς the individual 

projections of Fed policymakers ς which point to the Fed funds rate reaching 1.375% by the 

end of 2016 

 

No easy way for the Fed to reverse course ς Pg. 2 

- The chances of the US being hit by a shock that drove it into recession in any given year 

might be at least 10%, but there was nothing to make her particularly concerned about a 

ǎŜǘōŀŎƪ ƴƻǿΧ 

- Doing so is only sensible: central banks around the world ranging from the ECB to the BoJ 

and Swedish Riksbank have lifted rates in recent years, only to be forced to cut them back 

after their economies faltered 

- The Fed on Wednesday kick-started what is likely to be the shallowest rate-raising cycle 

since the 1970s, as it cautiously reins in the economy stimulus it inaugurated during the 

financial crash 

- Ms Yellen suggested on Wednesday that one of the reasons the Fed wanted to keep the 

stimulus from its swollen $4.5tn balance sheet fully in place for some time to come was that 

this should give it greater scope to lift the federal funds rate, creating a bigger rate-cutting 

buffer if it needed to reverse course 

- ! ƳƻǊŜ ƭƛƪŜƭȅ ƻǇǘƛƻƴ ǿƻǳƭŘ ōŜ ŘƻƛƴƎ ƳƻǊŜ ǿƛǘƘ ǘƘŜ CŜŘΩǎ ōŀƭŀƴŎŜ ǎƘŜŜǘΣ ŀǎ ǿŜƭƭ ŀǎ ŦƻǊǿŀǊŘ 

guidance to assure markets rates will be kept low.  An initial step might be to shift the 

ŎƻƳǇƻǎƛǘƛƻƴ ƻŦ ǘƘŜ CŜŘΩǎ ǇƻǊǘŦƻƭƛƻ ǘƻǿŀǊŘǎ ƭƻƴƎŜǊ-dated securities, in a re-run of the so-

ŎŀƭƭŜŘ ƻǇŜǊŀǘƛƻƴ ǘǿƛǎǘΧΦ 

 

Withdrawals storm batters US corporate bond market ς Pg. 10 

- Investment grade bond funds in the US have been hit with a record wave of redemptions, a 

week after two high-yield funds said they would close and another barred withdrawals as 

the credit market showed further cracks 

- Yields on both investment grade and junk bonds hit their highest level since 2012 this 

ǿŜŜƪΧ 

- Leverage has risen rapidly over the past five years as US companies issued debt to fund 

acquisitions, raise dividends and buy back stock.  While banks have largely repaired their 



balance sheets since the financial crisis, the US corporate debt burden has climbed to 

ϷрΦсǘƴΣ ǳǇ рф҈ ŦǊƻƳ 5ŜŎŜƳōŜǊ нлмлΣ Χ 

- Corporate bond prices have been increasingly volatile, with investors warning of the 

difficulty to trade in and out of large positions without having a significant impact on prices 

 

Oil falls 15% this month as US glut deepens ς Pg. 13 

- The Brent global crude benchmark edged 36 cents higher to $37.42 a barrel yesterday 

afternoon, still hovering near levels last seen seven years ago 

- The interest rate increase by the US Federal Reserve this week and the strengthening dollar 

added to oil woes, as dollar-priced resources became more expensive for holders of other 

currencies 

- News that tight restrictions on US crude oil exports, which have been in place for 40 years, 

would be lifted as part of a budget deal agreed in Congress on Tuesday also weighed on 

prices 

- Oil has fallen almost 70% since the June 2014 peak of $115 a barrel 

- Saudi Arabia ς hǇŜŎΩǎ ŘŜ ŦŀŎǘƻ ƭŜŀŘŜǊ ŀƴŘ ƭŀǊƎŜǎǘ ǇǊƻŘǳŎŜǊ ς has said it will not sacrifice its 

own output and market share for the benefit of rivals 

- Iran and Iraq, its peers in the cartel, and big producers outside the group such as Russia 

would have to participate in any cuts, Saudi Arabia has insisted 

 

Answer: Mince Pies 

 

18 December 2015 

 

Question: Visƛƻƴǎ ƻŦ ǿƘƛŎƘ ǎǿŜŜǘ ŦƻƻŘǎǘǳŦŦ ŘŀƴŎŜŘ ƛƴ ŎƘƛƭŘǊŜƴΩǎ ƘŜŀŘǎ ŀǎ ǘƘŜȅ ǎƭŜǇǘΣ ŀŎŎƻǊŘƛƴƎ ǘƻ 

/ƭŜƳŜƴǘ /ƭŀǊƪŜ aƻƻǊŜΩǎ ǇƻŜƳΥ ά¢ǿŀǎ ǘƘŜ bƛƎƘǘ ōŜŦƻǊŜ /ƘǊƛǎǘƳŀǎέΚ 

 

aŀǊƪŜǘǎ Ǌŀƭƭȅ ǎǘǊƻƴƎƭȅ ǘƻ ŜƳōǊŀŎŜ CŜŘΩǎ ǊŀǘŜ ƛƴŎǊŜŀǎŜ ς Pg. 1 

- Global markets embraced the end of the zero interest rate policy era in the US, sending 

international stocks higher and quelling fears that investors would recoil at the prospect of 

higher interest rates 

- ¢ƘŜ ŘƻƭƭŀǊ ŎƭƛƳōŜŘ ǎƘŀǊǇƭȅ ŀƎŀƛƴǎǘ Ƴƻǎǘ ƭŜŀŘƛƴƎ ŎǳǊǊŜƴŎƛŜǎ ŀŦǘŜǊ ²ŜŘƴŜǎŘŀȅΩǎ ¦{ ƛƴǘŜǊŜǎǘ 

rate increase - Χ 

 

Fed harmony belies tricky path ahead of timing of next increase ς Pg. 4 

- Many Fed policymakers want to see much more solid evidence that US inflation is heading 

ōŀŎƪ ǘƻǿŀǊŘǎ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ǘŀǊƎŜǘ ōŜŦƻǊŜ ǎƛƎƴƛƴƎ ǳǇ ǘƻ ŀƴƻǘƘŜǊ ǊŀǘŜ ƛƴŎǊŜŀǎŜ 

- While the median Fed prediction is for 100bps of rate rises in each of the next two years, 

investors are predicting a slower pace of lift-off because they are betting inflation will fail to 

ƳŜŜǘ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ŜȄǇŜŎǘŀǘƛƻƴǎ 

- ¢ƘŜǊŜ ǿŀǎ ǎǘƛƭƭ ŀ άǎƛƎƴƛŦƛŎŀƴǘ ǎƘƻǊǘŦŀƭƭέ ƻŦ ƛƴŦƭŀǘƛƻƴ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ǘƘŜ CŜŘΩǎ н҈ ǘŀǊƎŜǘΣ Χ 

 

Lagarde faces trial over Tapie payment ς Pg. 6 



- A French court has ordered Christine Lagarde, head of the IMF, to face trial over her role in a 

disputed 400m (euro) payout made to business Bernard Tapie in 2008 (Prof Note: Sans the 

Sex, this has DSK written all over it!) 

 

Buyside turns its sights on mortgages ς Pg. 22 

- tŜƴǎƛƻƴ ŦǳƴŘǎ ŀǊŜ ƛƴǾŜǎǘƛƴƎ ŀƴ ƛƴŎǊŜŀǎƛƴƎ ǇƻǊǘƛƻƴ ƻŦ ǘƘŜƛǊ ƳƻƴŜȅ ƛƴ άŀƭǘŜǊƴŀǘƛǾŜέ ŀǎǎŜǘ ǎǳŎƘ 

as mortgages ς a further indication that institutional investors are encroaching on territory 

previously dominated by banks 

- The heavily regulated global banking industry has undergone a huge deleveraging since the 

crisis, creating opportunities for alternative and institutional investors as they chase higher 

returns at a time of low interest rates 

- Asset managers could combine with mortgage originators ς including new non-bank 

competitors, which are increasingly active in securitization funding ς to provide returns on 

ƭƻŀƴǎΧ 

 

Answer: Sugar-plums 

 

17 December 2015 

 

Question: The red and white costume that Santa wears was, allegedly, first introduced by whom? 

 

Historic gamble for Yellen as Fed makes quarter-point rise ς Pg. 1 

- The Federal Reserve has raised short-term interest rates for the first time in nearly a decade, 

calling an end to the near-zero borrowing costs that have prevailed since the US was struck 

by the worst financial crash in modern times 

- tƻƭƛŎȅƳŀƪŜǊǎ ŜȄǇŜŎǘ ƻƴƭȅ άƎǊŀŘǳŀƭέ ŦǳǘǳǊŜ ƛƴŎǊŜŀǎŜǎ ƛƴ ǘƘŜ ŦŜŘŜǊŀƭ ŦǳƴŘǎ ǊŀǘŜ ŀŦǘŜǊ 

ȅŜǎǘŜǊŘŀȅΩǎ ƳƻǾŜΣ Χ 

- It added that given the current shortfall in inflation compared with its 2% target, it would 

άŎŀǊŜŦǳƭƭȅ ƳƻƴƛǘƻǊ ŀŎǘǳŀƭ ŀƴŘ ŜȄǇŜŎǘŜŘ ǇǊƻƎǊŜǎǎέ ǘƻǿŀǊŘǎ ƛǘǎ ƛƴŦƭŀǘƛƻƴ Ǝƻŀƭ 

- The two-year Treasury yield jumped above the 1% mark for the first time since 2010 after 

the decision 

- The increase comes amid signs of a steady US recovery, with consumer spending growth 

holding firm and unemployment standing at just 5%, lower than the 5.3% rate that was 

prevailing when the Fed last kick-started an interest rate-raising cycle in 2004 

- Median interest-ǊŀǘŜ ǇǊƻƧŜŎǘƛƻƴǎ ŦǊƻƳ ǘƘŜ CŜŘΩǎ ǇƻƭƛŎȅƳŀƪŜǊǎ ǎǳƎƎŜǎǘŜŘ ǊŀǘŜǎ ŎƻǳƭŘ ǊƛǎŜ ōȅ 

another 100bps in 2016, a faster pace than predicted by financial markets.  Their median 

estimate for the longer-term fed funds rate stayed unchanged at 3.5% 

- The increase will be executed by raising the interest rate the Fed pays on excess reserves 

held by banks to 0.5%, effective on December 17, as well as the use of an overnight reverse 

repurchase programme 

 

US steps closer to approving IMF reform ς Pg. 2 

- ¢ƘŜ нлмл ǊŜŦƻǊƳǎ ŎŀƭƭŜŘ ŦƻǊ ŀ ŘƻǳōƭƛƴƎ ƻŦ ǘƘŜ LaCΩǎ ǉǳƻǘŀǎΣ ƻǊ ǘƘŜ ŎŀǇƛǘŀƭ ŎƻǳƴǘǊƛŜǎ 

contribute, and a reallocation to give countries such as China a greater say at the fund.  



¦ƴŘŜǊ ǘƘŜ ǊŜŦƻǊƳǎ ƴƻǿ ŜȄǇŜŎǘŜŘ ǘƻ Ǝƻ ŀƘŜŀŘΣ /ƘƛƴŀΩǎ ǾƻǘƛƴƎ ǎƘŀǊŜ ŀǘ ǘƘe IMF would 

increase from 3.8% to 6% while the US would see its share shaved from 16.7% to 16.5% and 

preserve its veto.  The big losers would be European economies, which would see their 

voting rights diminished 

- The slow US approval of the 2010 reforms had ƎƛǾŜƴ άŎƻƴǎƛŘŜǊŀōƭŜ ƳƻǊŀƭ ǿŜƛƎƘǘέ ǘƻ 

.ŜƛƧƛƴƎΩǎ ǇǳǊǎǳƛǘ ƻŦ ŀƭǘŜǊƴŀǘƛǾŜǎ ŀƴŘ ƘŜƭǇŜŘ ƛǘ ǎŜŎǳǊŜ ǘƘŜ ōŀŎƪƛƴƎ ƻŦ ¦{ ŀƭƭƛŜǎ ƛƴ 9ǳǊƻǇŜ ŀƴŘ 

Asia for the AIIB 

 

aŀǊǊƛŜŘ ƴŀƳŜ ǊǳƭƛƴƎ ŀ ōƭƻǿ ǘƻ WŀǇŀƴŜǎŜ ǿƻƳŜƴΩǎ ǊƛƎƘǘǎ ŎŀƳǇŀƛƎƴŜǊǎ ς Pg. 4 

- ²ƻƳŜƴΩǎ ǊƛƎƘǘǎ ŎŀƳǇŀƛƎƴŜǊǎ ƛƴ WŀǇŀƴ ǎǳŦŦŜǊŜŘ ŀ ōƭƻǿ ȅŜǎǘŜǊŘŀȅ ǿƘŜƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ 

Supreme Court ruled that married couples must keep using the same surname 

- It shows the continuing battle for gender equality in Japan, where traditional roles are 

deeply rooted and women often face discrimination at work 

- Lƴ ǇǊŀŎǘƛŎŜΣ ƳƻǊŜ ǘƘŀƴ фл҈ ƻŦ ǿƻƳŜƴ ŀŘƻǇǘ ǘƘŜƛǊ ƘǳǎōŀƴŘΩǎ ƴŀƳŜ ŀƴŘ ǎƻƳŜ ŎƻƳǇŀƴƛŜǎ 

require staff to work under their legal name 

 

{ǿŜŜǘŜƴŜŘ ¦{ Ψƴƻƴ-ǇǊƛƳŜΩ ōƻƴŘǎ ǎƻƭŘ ς Pg. 20 

- Two bonds backed by lower-quality US residential mortgages have been sold with investor 

protection, signaling the continued slow rebound in a market scarred by the financial crisis 

- The bundling of lower-quality subprime home loans into mortgage-backed securities drew 

fierce criticism for its role in the financial crisis 

- Under rules designated to make sure mortgages are not given to people who are unlikely to 

ōŜ ŀōƭŜ ǘƻ ǊŜǇŀȅΣ ōŀƴƪǎ ƘŀǾŜ ǘŜƴŘŜŘ ǘƻ ƛǎǎǳŜ άǉǳŀƭƛŦƛŜŘ ƳƻǊǘƎŀƎŜǎέΣ ǿƘƛŎƘ ƘŀǾŜ ŎƭŜŀǊƭȅ 

defined limits on debt-to-income ratio and other parameters 

- In contrast so calleŘ άƴƻƴ-ǇǊƛƳŜέ ƳƻǊǘƎŀƎŜǎ ƘŀǾŜ ŀƴ ŀǾŜǊŀƎŜ CƛŎƻ ŎǊŜŘƛǘ ǎŎƻǊŜ ƻŦ сулΣ 

against less than 620 for the former subprime sector 

 

Answer: Coca-Cola 

 

16 December 2015 

 

Question: When did the Federal Reserve last change rates and what has changed since then? 

 

Fed ready to raise rates after almost a decade but markets made decision harder ς Pg. 1 

- ΧǘƘŜ ǘǿƻ ƪŜȅ ƳŜŀǎǳǊŜǎ ƛǘ ƛǎ ƳŀƴŘŀǘŜŘ ǘƻ ǘŀǊƎŜǘ ς inflation and unemployment ς have 

moved so as to give stronger justification for raising rates.  But most of the market pressures 

that forced the Fed to delay a rate rise in September, including falling commodity prices, 

depreciating emerging market currencies, especially China, and stressed credit markets, 

have only intensified since then.  Markets have made the decision far harder 

- Since September 15, market inflation forecasts have actually fallen, with markets now 

predicting average inflation of 1.47% - ōŜƭƻǿ ǘƘŜ CŜŘΩǎ ǘŀǊƎŜǘ ǊŀǘŜ ς over the next 10 years 

- Emerging market currencies have depreciated a further 2.6% 

- Despite all these measures, market opinion remained overwhelming that the long-awaited 

rate rise would at last arrive, with the Fed Funds futures market putting the chances to 76% 



- The main reason for this is the economy.  Unemployment has ticked down from 5.1 to 5.0% 

since September while core inflation last month rose to 2%.  Wage inflation reached 2.5%, a 

post-crisis high 

 

Manufacturers uneasy as Fed rate rise looms ς Pg. 2 

- In a recent survey by the National Association of Manufacturers, 55% of companies still 

considered the US economy too weak to raise rates before 2016.  Less than a third thought 

the time was right 

- Industrial production, new figures for which will be released today, has contracted in three 

of the past six months while the Institute of Supply MŀƴŀƎŜƳŜƴǘΩǎ ƭŀǘŜǎǘ ƳƻƴǘƘƭȅ ǎǳǊǾŜȅ ƻŦ 

factory orders pointed to a US manufacturing contraction 

 

{ƻǾŜǊŜƛƎƴ ΨǇŀƴŘŀΩ ōƻƴŘ ŦƛǾŜ ǘƛƳŜǎ ǎǳōǎŎǊƛōŜŘ ς Pg. 22 

- ¢ƘŜ ŦƛǊǎǘ ǎƻǾŜǊŜƛƎƴ άǇŀƴŘŀέ ōƻƴŘ ŀǘǘǊŀŎǘŜŘ ōƛŘǎ ŦƻǊ ŦƛǾŜ ǘƛƳŜǎ ǘƘŜ ǇŀǇŜǊ ƻƴ ƻŦŦŜǊ ƛƴ ŀ ŘŜŀƭ 

that marked anoǘƘŜǊ ǎǘŜǇ ƛƴ .ŜƛƧƛƴƎΩǎ ŜŦŦƻǊǘǎ ǘƻ ƛƴǘŜǊƴŀǘƛƻƴŀƭƛȊŜ ǘƘŜ ǊŜƴƳƛƴōƛ ŀƴŘ ōǊƻŀŘŜƴ 

the pool of investment products 

- Panda bonds are renminbi-ŘŜƴƻƳƛƴŀǘŜŘ ŘŜōǘ ǎƻƭŘ ōȅ ŦƻǊŜƛƎƴŜǊǎ ƛƴǘƻ /ƘƛƴŀΩǎ ƻƴǎƘƻǊŜ ōƻƴŘ 

markets, the third largest, after the US and Japan, with more than $6tn of debt outstanding 

- International borrowers have largely been limited to selling renminbi denominated bonds in 

ǘƘŜ ŦŀǊ ǎƳŀƭƭŜǊ ƻŦŦǎƘƻǊŜ άŘƛƳ {ǳƳέ ƳŀǊƪŜǘ 

 

Money funds applaud end of near-zero rates ς Pg. 24 

- Rising yields on Treasury bills and other short-term debt securities mean good news for 

savers and money market funds as the era of near-zero returns draws to a close 

- Prolonged low interest rates have stunted returns for money market mutual funds that 

invest in assets with a maturity of 12 months or less 

 

Answer: 29 June 2006; CD music went to digital streaming; there were no iPhones in 2006  

 

15 December 2015 

 

Question: What is a very quick and dirty renminbi/USD conversion for personal holiday? 

 

.ƻƴŘ ƛƴǾŜǎǘƻǊǎΩ ŀƴȄƛŜǘȅ ǊƛǎŜǎ ŀǎ CŜŘ ǇǊŜǇŀǊŜǎ ǘƻ end era of cheap money ς Pg. 1 

- A sell-off in corporate debt deepened yesterday, highlighting growing anxiety in bond 

markets just two days before the US Federal Reserve is expected to declare a forma end to 

the era of cheap money 

- After a rate rise, investors may shun the riskier assets favoured when rates were low 

 

US tech groups riled by EU teenage data plans ς Pg. 2 

- European teenagers face having to secure parental permission to join the likes of Facebook, 

Instagram and Snapchat before the age of 16, under new EU data protection proposals that 

are riling US technology companies (Prof Note: At first glance, my uninformed opinion is 

that I support this!) 



- The new regulations would make it illegal for companies to handle data from anyone 15 

years or younger without the consent of parents, potentially blowing a hole in the business 

models of social media companies that have relied on teenage users for rapid growth 

- Children have to be 13 to join most big social networks because of a US regulation that 

requires sites to obtain permission from their parents before collecting personal information 

- ¢ƘŜ /ƘƛƭŘǊŜƴΩǎ hƴƭƛƴŜ tǊƛǾŀŎȅ tǊƻǘŜŎǘƛƻƴ !Ŏǘ ŀǇǇƭƛŜǎ ǘƻ ŀƭƭ ŎƘƛƭŘǊŜƴ ǳƴŘŜǊ ǘƘŜ ŀƎŜ ƻŦ мо ƛƴ ǘƘŜ 

US and has become a standard worldwide.  However, it does not protect children who lie 

about their age in order to access networks (Prof Note: Communicating online, as I do here, 

takes incredible maturity, something I continue to learn through feedback.  It is as much 

how you say/write as what you say/write.  It is recognition that once distributed the reader 

places inflection, occasionally not where intended by the author.  I work hard at stating 

issues as opinions or fact checking if making a statement.  I have heard awful stories from 

parents over dinners/lunches and learned ǘƘŜ ǘŜǊƳ άŜ/ƻǳǊŀƎŜέ ŦƻǊ ǿƘŀǘ ŎŀǳǎŜǎ ŎƘƛƭŘǊŜƴ ǘƻ 

write less than positive things.  My point, I support these rules/restrictions.  I am grateful to 

ŀƭƭ ƻŦ ȅƻǳ ŦƻǊ ŀŘŘƛƴƎ ǘƻ Ƴȅ ƳŀǘǳǊƛǘȅΧǘƘŀƴƪ ȅƻǳΗύ 

 

Set for lift-ƻŦŦΥ !ƭƭ ŜȅŜǎ ƻƴ CŜŘΩǎ ǎƛƎƴŀƭǎ ŀǎ ǊŀǘŜ ǊƛǎŜ ŜȄǇected ς Pg. 4 

- Would a rise tomorrow be significant? 

o Yes.  The first increase in short-term interest rates in the US since 2006 will be a 

historic moment that will be a historic moment that will be a symbol of the extent of 

the US recovery since the Great Recession 

 

Investment in emerging markets hits post-crisis low ς Pg. 15 

- Foreign investment in emerging markets has dropped to the lowest level since the financial 

crisis as investors are braced for the fallout of the first US interest rate rise in nearly a 

decade 

- Prices in popular emerging market debt and equity benchmarks have already fallen, while 

net inflows from overseas investors have dropped from $285bn in 2014 to $66bn this year, 

Χ 

- Anxiety has been fanned by the build-up of corporate debt in emerging markets, which 

doubled between 2008 and 2014 and has been one of the fastest growing areas of the 

global bond market 

- .ŜƴŎƘƳŀǊƪ ƻƛƭ ǇǊƛŎŜǎ ŘǊƻǇǇŜŘ ōŜƭƻǿ Ϸпл ŀ ōŀǊǊŜƭ ƭŀǎǘ ǿŜŜƪΣ ǘƘŜ ƭƻǿŜǎǘ ƭŜǾŜƭ ƛƴ ǎƛȄ ȅŜŀǊǎΣ Χ 

- .ǊŀȊƛƭΩǎ ǊŜŀƭ Ƙŀǎ ƭƻǎǘ ŎƭƻǎŜ ǘƻ ƘŀƭŦ ƻŦ ƛǘǎ Ǿŀƭue against the US dollar this year and the Russian 

rouble is at its weakest level against the dollar since the summer 

 

PBoC shift renminbi to 4-year low ς Pg. 22 

- The renminbi slipped to a four-year low against the US dollar in its first day of onshore 

trading since the PBoC said it would measure the exchange rate against a broader basket of 

currencies 

 

Answer: 6:1 

 

14 December 2015 



 

Question: Over the course of a 30-year mortgage, how much will a 25bp upperward adjustment cost the 

residential borrower? 

 

9ŎƻƴƻƳƛǎǘǎ ǎŜŜ ǳǇ ǘƻ п ƳƻǊŜ CŜŘ ǊƛǎŜǎ ŦƻƭƭƻǿƛƴƎ ²ŜŘƴŜǎŘŀȅΩǎ ŜȄǇŜŎǘŜŘ ƳƻǾŜ ς Pg. 1 

- Markets are bracing themselves for the first US rate rise in almost 10 years on Wednesday 

- ²ƘƛƭŜ ǘƘŜ CŜŘΩǎ ǇǊŜǾƛƻǳǎ {ŜǇǘŜƳōŜǊ ŦƻǊŜŎŀǎǘǎ ǇƻƛƴǘŜŘ ǘƻ ŦƻǳǊ ǊƛǎŜǎ ƻŦ ŀ cumulative 100bps 

next year, markets have priced in a more gradual tightening process, because of doubts over 

ǘƘŜ ¦{ ŜŎƻƴƻƳȅΩǎ ŎŀǇŀŎƛǘȅ ǘƻ ǿŜŀǘƘŜǊ ǘƻƎŜǘƘŜǊ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅ ŀƴŘ ǇƻǘŜƴǘƛŀƭ ǘǳǊōǳƭŜƴŎŜ 

abroad 

- Fed chair Janet Yellen has suggested that moves will be gradual, but it is not clear whether 

there will be formal guidance to that effect in the Fed statement 

 

ECB ready to act as Fed prepares to consider rate rise ς Pg. 4 

- Higher US interest rates can drive up the cost of borrowing elsewhere, as occurred in 2013 

when tƘŜ CŜŘΩǎ ŘŜŎƛǎƛƻƴ ǘƻ ǘŀǇŜǊΣ ƻǊ ǎƭƻǿΣ ǘƘŜ ǇŀŎŜ ƻŦ ōƻƴŘ ǇǳǊŎƘŀǎŜǎ ǎǇŀǊƪŜŘ ǘǳǊƳƻƛƭ ƛƴ 

the world financial markets, pushing up global yields, including for debt printed in the 

Eurozone 

- The ECB cut interest rates by 50bps in 2013 to a then-record low of 0.25%.  The central bank 

also strengthened its forward guidance, assuring markets and the public that rates in the 

single currency area would stay low for many years 

 

Nervous emerging markets fear additional pressure on currencies ς Pg. 4 

- If as widely expected the US Federal Reserve tightens monetary policy this week, emerging 

markets are likely to feel the pain 

- Much of the concern centres on China.  Chinese officials and independent economists say a 

rise in US rates would probably bolster the dollar against the renimbi, leading to capital 

outflows from China and sucking emerging market currencies into new phase of turbulence 

- /ƘƛƴŀΩǎ ƘŜŦǘ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ǘǊŀŘƛƴƎ ƴŀǘƛƻƴ ŜƴŘƻǿǎ ǘƘŜ ǊŜƴƳƛƴōƛ ǿƛǘƘ ŎƻƴǎƛŘŜǊŀōƭŜ 

ƛƴŦƭǳŜƴŎŜΦ  ¢ƘŜ ǊŜŘōŀŎƪΩǎ п҈ ŘŜŎƭƛƴŜ ŀƎŀƛƴǎǘ ǘƘŜ ¦{ dollar since its August devaluation has 

fed a down trend in emerging market currencies, with commodity exporters and Asian 

countries that supply Chinese manufacturers among the worst hit 

- But in spite of the sharp depreciation in almost all emerging market currencies against the 

dollar over the past 18 months, emerging market exports have failed to recover, falling 

12.5% year-on-year in October to mark the biggest collapse since the 2008-лф ŎǊƛǎƛǎΣΧ 

- Private sector debt (households and companies) now equals about 105% of GDP in emerging 

markets, a higher proportion than was seen in developed markets on the eve of the financial 

crisis 

 

Low rates prompt differing reactions ς Pg. 17 

- While insurers in the UK and norther Europe see better opportunities in illiquid assets such 

as infrastructure and real estate, those in southern Europe are more likely to increase their 

allocation to equities.   



- The two largest trends to emerge were a reduction in sovereign fixed income and increased 

in real estate, regional equities and alternatives such as hedge funds and private equities 

 

Answer: $25,000 

 

12 December 2015 

 

Question: What does a negative yield mean? 

 

Fears for health of US corporate bond market as fund closure causes jitters ς Pg. 1 

- The liquidation of the biggest US mutual fund since 2008 has intensified concern for the 

ƘŜŀƭǘƘ ƻŦ ǘƘŜ ¦{ ŎƻǊǇƻǊŀǘŜ ōƻƴŘ ƳŀǊƪŜǘ ŀƘŜŀŘ ƻŦ ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ ŜȄǇŜŎǘŜŘ ƛƴǘŜǊŜǎǘ 

rate increase next week, deepening sell-off in risker debt 

- Some analysts and fund managers have begun to fret that a six-year rally in corporate debt 

is about to unravel, undone by rising indebtedness, depressed energy prices, rating 

downgrades, climbing defaults and expectations that the US central bank will finally begin to 

tighten monetary policy 

 

Fifth of US adults live in or on edge of poverty ς Pg. 2 

- One in five adults lives in households either in poverty or on the cusp of poverty, with 

ŀƭƳƻǎǘ рΦтƳ ƘŀǾƛƴƎ ƧƻƛƴŜŘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƭƻǿŜǎǘ ƛƴŎƻƳŜ Ǌŀƴƪǎ ǎƛƴŎŜ ǘƘŜ Ǝƭƻōŀƭ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎ 

- More than 45% of them ς almost 2.5m adults ς have joined the lowest income ranks since 

2011, long after the post-crisis recession was ostensibly over 

- ά¢ƘŜ ƻƭŘ !ƳŜǊƛŎŀƴ ŘǊŜŀƳ ǿŀǎ ǘƻ ƻǿƴ ŀ ƘƻƳŜ ŀƴŘ ǘǿƻ ŎŀǊǎΦ  ¢ƘŜ ƴŜǿ !ƳŜǊƛŎŀƴ ŘǊŜŀƳ ƛǎ ǘƻ 

ƘŀǾŜ ŀ ƧƻōΦέ  όtǊƻŦ bƻǘŜΥ ¢Ƙƛǎ ƛǎ ǳǇǎŜǘǘƛƴƎ ōǳǘ ȅŜǘ true!) 

- .ǳǘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƭƻǿŜǎǘ ƛƴŎƻƳŜ ƎǊƻǳǇΣ ŘŜŦƛƴŜŘ ōȅ tŜǿ ŦƻǊ ŀ ǘƘǊŜŜ-person household as 

earning less than $31,402 a year, has also grown at more than five times the rate of the 

middle class in the past seven years.  There are 48.9m adults in this bracket in the US, up 

from 43.2m in 2008 and 21.6m in 1971 

- ΧϷснΣулп ƳŜŘƛŀƴ ƘƻǳǎŜƘƻƭŘ ƛƴŎƻƳŜ ƛƴ ǘƘŜ ¦{ ƭŀǎǘ ȅŜŀǊ ŀƴŘ ǘƘŜ ϷпмΣусф ǘƻ ϷмнрΣслу ǊŀƴƎŜ 

Pew uses to define the US middle class 

- (Prof Note: Perhaps the issue is that people are struggling to find a job.  If you want true 

wealth, in general, you must work for yourself and build equity for yourself.  If you work for 

someone else, you build equity for that person or shareholder(s), rather than yourself.  This 

is why I love real estate and trades.  Create your own opportunities!) 

 

Investors fear new currency war after renminbi switch ς Pg. 3 

- China has paved the way for a further weakening of its currency by announcing changes in 

Ƙƻǿ ƛǘ ƳŜŀǎǳǊŜǎ ǘƘŜ ǾŀƭǳŜ ƻŦ ǘƘŜ ǊŜƴƳƛƴōƛΣ ǊŀƛǎƛƴƎ ƛƴǾŜǎǘƻǊǎΩ ŀƭŀǊƳ ŀǘ ǘƘŜ ǇǊƻǎǇŜŎt a new 

currency war just as the US prepares to raise interest rates 

- ΧǘƘŜ t.ƻ/ ǎƛƎƴŀƭŜŘ ƛǘ ǿƻǳƭŘ ƳŜŀǎǳǊŜ ǘƘŜ ƭŜǾŜƭ ƻŦ ǘƘŜ ǊŜƴƳƛƴōƛ ŀƎŀƛƴǎǘ ŀ ōŀǎƪŜǘ ƻŦ 

currencies rather than just the dollar 

- Adopting such a basket would make it easier for the PBoC to guild the renimbi lower against 

ǘƘŜ ŘƻƭƭŀǊΣ Χ 



- ¢ƘŜ ƻŦŦǎƘƻǊŜ ǊŜƴƳƛƴōƛ Ƙŀǎ ŘǊƻǇǇŜŘ мΦо҈ ƻǾŜǊ ǘƘŜ ǿŜŜƪΣ ŘǊƛǾŜƴ ōȅ ŀ ǎƘŀǊǇ Ŧŀƭƭ ƛƴ /ƘƛƴŀΩǎ 

foreign exchange reserves and the PBoC relaxing the reference rate that sets the trading 

band for the onshore currency to its lowest level in four years 

 

Negative rates hit Swiss bond issuance ς Pg. 13 

- Foreign companies have shunned Swiss bond markets with issuance falling to a record low 

ǘƘƛǎ ȅŜŀǊΣ ŘŜǎǇƛǘŜ {ǿƛǘȊŜǊƭŀƴŘ ƘŀǾƛƴƎ ǎƻƳŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŎƘŜŀǇŜǎǘ ōƻǊǊƻǿƛƴƎ Ŏƻǎǘǎ 

- About 70% of outstanding Swiss franc bonds by volume, excluding government debt, trade 

ǿƛǘƘ ŀ ƴŜƎŀǘƛǾŜ ȅƛŜƭŘΣΧ 

 

Questions remain ahead of rate-setting meeting ς Pg. 13 

- First of all, is an interest-rate increase next week a done deal? 

o Pretty much.  Interest rate futures indicate that investors see an 80% chance that 

ǘƘŜ CŜŘΩǎ ǇƻƭƛŎȅƳŀƪŜǊǎ ǿƛƭƭ ǾƻǘŜ ǘƻ ƭƛŦǘ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ 

- Is the actual interest rate lift-off going to be smooth? 

- What impact will a rate increase have? 

o ΧŎƘŀƴŎŜǎ ŀǊŜ ƎƻƻŘ ǘƘŀǘ ǘƘŜǊŜ ǿƛƭƭ ōŜ ƴƻ ƳŜƭǘŘƻǿƴ 

- What is the Fed doing next year? 

- Will the Fed have to retreat? 

o Every central bank that has lifted interest rates since the financial crisis has had to 

beat a retreat 

 

Answer: tǊƛƴŎƛǇŀƭ ƛǎ ƭƻǎǘΣ ƛΦŜΦ ȅƻǳ ǊŜŎŜƛǾŜ ōŀŎƪ ƭŜǎǎ ǘƘŀƴ ǿƘŀǘ ȅƻǳ Ǉǳǘ ƛƴΧh¦/IΗ 

 

11 December 2015 

 

Question: According to the World Bank, what was global GDP in 2014? 

 

Older citizens play growing role in US economy ς Pg. 3 

- Χŀǎ ƻƭŘŜǊ !ƳŜǊƛŎŀƴǎ ōŜŎƻƳŜ ŀƴ ƛƴŎǊŜŀǎƛƴƎƭȅ ƛƳǇƻǊǘŀƴǘ ŦƻǊŎŜ ƛƴ ǘƘŜ ŜŎƻƴƻƳȅΣ ǿƛǘƘ Ƴŀƴȅ 

resisting retirement to earn ς and spend ς well into their golden years (Prof Note: 

Interpretation: Failed to plan for retirement!) 

- The US middle class is already being reshaped by its ageing population, and older citizens 

are set to play a swelling role in the economy as their weight in the middle and upper 

income brackets mounts 

- Americans aged 60 and over are forecast to drive half of all US spending growth between 

2015 and 2030 

- Older Americans are also playing a more important role in the workforce, amid lengthening 

lifespans and threadbarŜ ǇŀŎƪŀƎŜǎΦ  bŜǿ ǇǊƻƧŜŎǘƛƻƴǎ ǎƘƻǿΧǘƘŀǘ ǘƘŜ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ǊŀǘŜ ƻŦ 

the 65s and older will rise from 18.6% in 2014 to 21.7% in 2024 (Prof Note: What really 

concerns me is that if Older Americans are not leaving there is less opportunity for younger 

Americans.  When you fail to plan for retirement you are NOT just harming yourself but the 

generation behind that will backfill.  Personally, I do not think retirement planning comes 



early enough.  It needs to be discussed in grade school.  How will your capital support you 

into perpetuity?!) 

 

Swiss central bank keeps its powder dry on rates decision ς Pg. 6 

- {ǿƛǘȊŜǊƭŀƴŘΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ Ƙŀǎ ŘŜŎƛŘŜŘ ŀƎŀƛƴǎǘ ǇǳǎƘƛƴƎ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ŜǾŜƴ ŘŜŜǇŜǊ ƛƴǘƻ 

negative territory after monetary policy action last week by the ECB proved less aggressive 

than it feared 

- Switzerland also remains gripped by deflation fears, with consumer prices falling at an 

annual rate of 1.4% in October 

 

Volkswagen admits a rule-ōǊŜŀƪƛƴƎ ΨƳƛƴŘǎŜǘΩ ƭŜŘ ǘƻ ŜƳƛǎǎƛƻƴǎ ŎƘŜŀǘƛƴƎ ς Pg. 13 

- Volkswagen has admiǘǘŜŘ ǘƻ ŀ άƳƛƴŘǎŜǘέ ƛƴ ŀǊŜŀǎ ƻŦ ǘƘŜ DŜǊƳŀƴ ŎŀǊƳŀƪŜǊǎ ǘƘŀǘ ǘƻƭŜǊŀǘŜŘ 

ǊǳƭŜ ōǊŜŀƪƛƴƎΣ ŀƴŘ ŀ άŎƘŀƛƴ ƻŦ ŜǊǊƻǊǎέ ōŜƘƛƴŘ ƛǘǎ ŜƳƛǎǎƛƻƴǎ ŎƘŜŀǘƛƴƎΣ ŀǎ ƛǘ ǳƴǾŜƛƭŜŘ 

ǇǊŜƭƛƳƛƴŀǊȅ ǊŜǎǳƭǘǎ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƛƴǾŜǎǘƛƎŀǘƛƻƴ ƛƴǘƻ ǘƘŜ ǎŎŀƴŘŀƭ όtǊƻŦ bƻǘŜΥ 9bh¦DIΗ  

Who is going to jail!  Who is going to get a lifetime ban from working in the industry?  

9ƴƻǳƎƘ ƻŦ ǘƘŜ άLΩƳ ǎƻǊǊȅέ ŀƴŘ ΨŦƛƴŜǎΩΦ  ²Ƙƻ ƛǎ ƎƻƛƴƎ ǘƻ ƧŀƛƭΚΗύ 

 

Securitization of bad loans set to rise ς Pg. 20 

- ¢ƘŜ ǎŜŎǳǊƛǘƛȊŀǘƛƻƴ ƻŦ ǇǊŜǾƛƻǳǎƭȅ άōŀŘέ ƭƻŀƴǎ ŀŎǊƻǎǎ 9ǳǊƻǇŜ ƛǎ ǎŜǘ ǘo rise next year as the 

ŎƻƴǘƛƴŜƴǘΩǎ ōŀƴƪǎ ŎƻƴǘƛƴǳŜ ǘƻ ŘŜƭŜǾŜǊŀƎŜ ŀƴŘ ŎǊŜŘƛǘ ǉǳŀƭƛǘȅ ƛƳǇǊƻǾŜǎΣΧ 

- Non-performing loans (NPLs), where borrowers have stopped making payments, have 

crippled European balance sheets since the financial crisis, with governments forming so-

ŎŀƭƭŜŘ ōŀŘ ōŀƴƪǎ ƛƴ {ǇŀƛƴΣ LǊŜƭŀƴŘ ŀƴŘΣ Ƴƻǎǘ ǊŜŎŜƴǘƭȅΣ LǘŀƭȅΧ 

- Securitization is a process in which loans, ranging from mortgages to credit card debt, are 

repackaged into a special vehicle and sold on to investor as bond-like products 

- (Prof Note: This was one of the topics at ICBC I was providing in Changchun, China) 

 

Covered bond march beyond Europe ς Pg. 20 

- Prussia, for all its military might, scarcely expanded beyond continental Europe.  The same 

has mostly held true for one of its enduring financial legacies 

- Covered bonds, developed in the 18th ŎŜƴǘǳǊȅ ōȅ ǘƘŜ ƪƛƴƎŘƻƳΩǎ ŦƛƴŀƴŎƛŜǊǎΣ ŜƴƧƻȅ ŀ ǾŜƴŜǊŀōƭŜ 

reputation for safety.  The bonds, an overwhelmingly European phenomenon, are backed by 

mortgages, and provide investors with recover to both the assets and the issuing gbank 

- The strongest case for the asset class is rooted in much more recent financial history.  

During the financial and Eurozone crisis, when many markets for bank funding seized up, 

European lenders were still able to issued covered bonds 

- Covered bonds can also address risks associated with so-ŎŀƭƭŜŘ άƳŀǘǳǊƛǘȅ ǘǊŀƴǎŦƻǊƳŀǘƛƻƴέ 

where the short-ǘŜǊƳ ōŀƴƪ ōƻǊǊƻǿƛƴƎ ƛǎ άǘǊŀƴǎŦƻǊƳŜŘέ ƛƴǘƻ ƭƻƴƎ-term loans to its 

customers.  Unsecured bank debt, another crucial source of funding for banks, often comes 

with shorter maturities than covered bonds 

- ΧǘƘŜ ŀǎǎŜǘ Ŏƭŀǎǎ ƛǎ ȅŜǘ ǘƻ ŎǊŀŎƪ ǘƘŜ ¦{Σ ǿƘŜǊŜ ǎŜŎǳǊƛǘƛȊŀǘƛƻƴ ƛǎ ǘƘŜ ŘƻƳƛƴŀƴǘ ƳŜǘƘƻŘ ƻŦ 

ŦǳƴŘƛƴƎ ƳƻǊǘƎŀƎŜ ƭŜƴŘƛƴƎ όtǊƻŦ bƻǘŜΥ wŜŀŘ ŀŘΧǎŜŎǳǊƛǘƛȊŀǘƛƻƴ ƛǎ ƭŀǊƎŜƭȅ ƴƻƴ-recourse to the 

issuer, i.e. U.S. takes little to no responsibility for the issuance but takes the fee upfront!) 

 



Answer: 77.9tn 

 

10 December 2015 

 

Question: According to the World Bank what were the top three countries in terms of GDP in 2014? 

 

²ƻǊƭŘ .ŀƴƪ ǎŀȅǎ /Ƙƛƴŀ Ǌƛǎƪǎ ΨƎŜǘǘƛƴƎ ƻƭŘ ōŜŦƻǊŜ ƎŜǘǘƛƴƎ ǊƛŎƘΩ ς Pg. 6 

- /ƘƛƴŀΩǎ ǿƻǊƪƛƴƎ-age population will fall more than 10% by 2040 in spite of a recent 

relaxation of its one-ŎƘƛƭŘ ǇƻƭƛŎȅΧƘŜƛƎƘǘŜƴƛƴƎ ǘƘŜ Ǌƛǎƪ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ Ƴƻǎǘ ǇƻǇǳƭƻǳǎ ŎƻǳƴǘǊȅ 

άƎŜǘǘƛƴƎ ƻƭŘ ōŜŦƻǊŜ ƎŜǘǘƛƴƎ ǊƛŎƘέ 

- The number of potential workers in China ς defined as people between the ages of 15 and 

64 ς fell in 2012 for the first time in decades, a tipping point that has profound 

consequences for everything from the cost of labour to pension burdens 

- A further decline of 10% would equate to a net loss of 90m Chinese workers and is 

consistent with demographic pressures across east Asia 

- As of 2010, almost 40% of people on the planet aged 65 or older ς 211m individuals ς lived 

in east Asia 

 

Changing fortunes ς Pg. 7 

- The withering of the American middle class is shaping up to be one of the dominant themes 

in the presidential election campaign 

- ¢ƘŜ !ƳŜǊƛŎŀƴ ƳƛŘŘƭŜΧƘŀǎ ōŜŎƻƳŜ ŀ ƳƛƴƻǊƛǘȅ ƻŦ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴ ŦƻǊ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜ ƛƴ ŀǘ ƭŜŀǎǘ 

four decades, having shrunk to just shy of 50% of adults compared with 61% at the end of 

the 1960s 

- The ranks of those who earn more than a middle class income, which for a three-person 

family is defined by Pew as $42,000 to $126,000 a year, have grown by millions in recent 

years, even as the size of the lowest tier of the population expands alongside them 

 

Dollar falls amid resource bloc relief ς Pg. 20 

- Investors pushed back hard against the US dollar yesterday, providing relief for commodity 

currencies and enabling them to recover some of the ground lost in the wake of the 

dramatic fall in the price of oil this week 

- The greenback fell against most of its partners, including the yen, sterling and the euro, 

which was heading towards $1.10, as the volatility that hit commodity currencies in the first 

half of the week spread to other forex pairs 

 

Treasury bill yields reach post-crisis highs ς Pg. 22 

- ¢ƘŜ ¦{ ƎƻǾŜǊƴƳŜƴǘΩǎ ǎƘƻǊǘ-term borrowing costs have climbed to their highest level since 

the financial crisis as investors anticipate higher interest rates next week 

- The US central bank is expected to shift the overnight range for its federal funds rate ς a 

range of zero to 0.25% - higher next week, with 0.5% a likely new ceiling 

 

Answer: U.S. (17.4tn), China (10.4tn), Japan (4.6tn), Germany (3.8tn), and UK (2.9tn) 

 



9 December 2015 

 

Question: What is the rule of 72? 

 

{ƳƻƎ ǎǇŀǊƪǎ .ŜƛƧƛƴƎΩǎ ŦƛǊǎǘ ΨǊŜŘ ŀƭŜǊǘΩ ς Pg. 1 

- /Ƙƛƴŀ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ōƛƎƎŜǎǘ ŎŀǊōƻƴ ŜƳƛǘǘŜǊ 

- (Prof Note: I am just back from Beijing and I can honestly tell you the smog was beyond bad.  

It was so awful on several days that I could not see the tops of the buildings and most were 

walking with masks) 

 

Trump defiant as Republican party condemns his call to bar Muslims ς Pg. 1 

- ά²Ƙŀǘ LΩƳ ŘƻƛƴƎ ƛǎ ƴƻ ŘƛŦŦŜǊŜƴǘ ǘƘŀƴ C5wέΣ aǊ ¢ǊǳƳǇ ǎŀƛŘΣ ǊŜŦŜǊǊƛƴƎ ǘƻ ǿŀǊǘƛƳŜ ǇǊŜǎƛŘŜƴǘ 

Frankƭƛƴ wƻƻǎŜǾŜƭǘΣ ǿƘƻ ƻǾŜǊǎŀǿ ǘƘŜ ŘŜǘŜƴǘƛƻƴ ƻŦ ǘƘƻǳǎŀƴŘǎ ƻŦ WŀǇŀƴŜǎŜ !ƳŜǊƛŎŀƴǎΦ  ά²Ŝ 

ƘŀǾŜ ƴƻ ŎƘƻƛŎŜ ōǳǘ ǘƻ Řƻ ǘƘƛǎΦέ  όtǊƻŦ bƻǘŜΥ Lƴ Ƴȅ ƻǇƛƴƛƻƴΣ ǘƘƛǎ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ƳƻǊŜ ŘŀǊƪ ƳŀǊƪǎ 

on our history and to use it as support is concerning.  To discriminate based on ideology, in 

my opinion, is un-American and not the country I believe we are.  We are a nation of values 

and acceptance, not prejudice and close-mindedness.  I do not have a solution but will 

honestly state I am the most frightened by this country than I have ever been in my life.) 

 

Fund manager ignored alerts over Madoff fraud, court told ς Pg. 18 

- ! ŦƻǊƳŜǊ ŦǳƴŘ ƳŀƴŀƎŜǊ ǿƘƻ ƭƻǎǘ нΦоōƴ όŜǳǊƻύ ƻŦ ŎƭƛŜƴǘ ŦǳƴŘǎ ƛƴ .ŜǊƴŀǊŘ aŀŘƻŦŦΩǎ tƻƴȊƛƭ 

ǎŎƘŜƳŜ ƛƎƴƻǊŜŘ άŎƻƴŎǊŜǘŜ ŀƭŜǊǘǎέ ŀōƻǳǘ ǘƘŜ ƭŜƎƛǘƛƳŀŎȅ ƻŦ ǘƘŜ ¦{ ƛƴǾŜǎǘƻǊ, prosecutors told a 

Swiss court yesterday 

 

Renminbi at 4-year low against the dollar ς Pg. 24 

- The renminbi closed at its softest level in more than four years against the dollar yesterday 

as investors continued to fret about capital outflows evident from currency reserve data 

published earlier in the week 

- ¸ŜǎǘŜǊŘŀȅΩǎ ƻƴǎƘƻǊŜ Řŀƛƭȅ άŦƛȄ ōȅ ǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ /Ƙƛƴŀ ǎŜǘ ǘƘŜ ǊŜƴƳƛƴōƛ ŀǘ wƳōсΦплту 

ǘƻ ǘƘŜ ŘƻƭƭŀǊΣ лΦмр҈ ǿŜŀƪŜǊ ǘƘŀƴ aƻƴŘŀȅΣ όtǊƻŦ bƻǘŜΥ !ǊǊƎƎƎƎƎΧǿƘȅ ŎƻǳƭŘ ǘƘŜȅ ƴƻǘ ƘŀǾŜ 

weakened it last week when I was there spending! J) 

- ¢ƘŜ ǊŜƴƳƛƴōƛΩǎ ǿŜŀƪƴŜǎǎ ǿŀǎ ŎƻƴǎƛŘŜǊŜŘ ŀ ǎƛƎƴ ǘƘŀǘ ƛƴǾŜǎǘƻǊǎ ǿŜǊŜ ǘŜǎǘƛƴƎ Ƙƻǿ ŦŀǊ ŀƴŘ Ƙƻǿ 

fast China was prepared to let its currency decline as it manages a slowing economy 

 

Answer: It addresses doubling.  Divide 72 by your interest rate and it roughly states the amount of time 

it takes money to double.  Divide 72 by how long you want it to take to double your money and it 

provides the necessary compounded rate over the period. 

 

8 December 2015 

 

Question: Is there such a thing as a CAPM without a risk-less asset? 

 

Oil Slumps to near 7-year low amid Opec discord ς Pg. 1 



- ΧƘƛƎƘƭƛƎƘǘŜŘ ǘƘŜ ƎǊƻǿƛƴƎ ŘƛǎŎƻǊŘ ōŜǘǿŜŜƴ {ŀǳŘƛ !Ǌŀōƛŀ ŀƴŘ LǊŀƴΣ ǘǿƻ ƻŦ hǇŜŎΩǎ Ƴƻǎǘ 

ǇƻǿŜǊŦǳƭ ƳŜƳōŜǊǎΧ 

- ΧŘǊƻǇǇŜŘ р҈ ǘƻǿŀǊŘǎ Ϸпл ŀ ōŀǊǊŜƭΣ ƛǘǎ ƭƻǿŜǎǘ ƭŜǾŜƭ ƛƴ ŀƭƳƻǎt seven years 

 

Hedge funds wrongfooted by markets as they suffer worst year since 2008 ς Pg. 15 

- ²ǊƻƴƎŦƻƻǘŜŘ ōȅ ŎŜƴǘǊŀƭ ōŀƴƪǎ ŀƴŘ ǎǳŘŘŜƴ ōƻǳǘǎ ƻŦ ƳŀǊƪŜǘ ǾƻƭŀǘƛƭƛǘȅΣ ǎƻƳŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ 

best-known hedge fund managers such as Bill Ackman and David Einhorn have suffered 

ǎǘƛƴƎƛƴƎ ƭƻǎǎŜǎΣ Χ 

- These conditions have resulted in hedge funds as a whole reporting an overall loss for the 

ŦƛǊǎǘ ǘƛƳŜ ǎƛƴŎŜ нлммΣ ŀƴŘ ǇƻǎǘƛƴƎ ǘƘŜƛǊ ǎŜŎƻƴŘ ǿƻǊǎǘ ȅŜŀǊ ǎƛƴŎŜ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎ ƛƴ нллуΣ Χ 

 

/Ƙƛƴŀ ǎŜǘ ǘƻ ōŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ Ƴƻvie market ς Pg. 18 

- /Ƙƛƴŀ ǿƛƭƭ ƻǾŜǊǘŀƪŜ ǘƘŜ ¦{ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƳƻǾƛŜ ƳŀǊƪŜǘ ǿƛǘƘƛƴ ǘǿƻ ȅŜŀǊǎΣ Χ 

 

Euro selling restarts amid split outlook ς Pg. 22 

- /ǳǊǊŜƴŎȅ ǘǊŀŘŜǊǎ ǊŜǾŜǊǘŜŘ ǘƻ ǎŜƭƭƛƴƎ ǘƘŜ ŜǳǊƻ ȅŜǎǘŜǊŘŀȅ ŀŦǘŜǊ ƭŀǎǘ ǿŜŜƪΩǎ ǊƛǎŜΣ ƭŜŀǾƛƴƎ 

analysts divided over the next move in the most heavily traded exchange rate 

- The euro fell back to $1.08.  A market that had been heavily selling the single currency was 

thrown off course when the ECB did not ease monetary conditions as much as expected, 

driving the euro from below $1.06 to $1.10 

 

/ƻƳƳƻŘƛǘƛŜǎΩ мс-year low drags London and Wall Street lower ς Pg. 23 

- A 16-year low in average commodity prices dragged on resource-linked stocks in Europe and 

the US, pulling Wall Street lower yesterday 

- ¢ƘŜ ǿƻǊƭŘΩǎ ǊŜǎŜǊǾŜ ŎǳǊǊency was stronger across the board, with the euro down 0.3% to 

$1.0850 and the yen 0.1% weaker at Y123.25 

- άCŜŘ ΨƭƛŦǘ-ƻŦŦΩ ƭƻƻƪǎ ŀƭƭ ōǳǘ ŀ ǎǳǊŜ ōŜǘ ƻƴ 5ŜŎŜƳōŜǊ мсΦ   

- Gold, which is typically sensitive to movements in US interest rates and the dollar, was 0.9% 

lower at $1,076.95 an ounce 

 

Answer: Yes, developed by Fisher Black, 1972, and referenced as zero-beta CAPM 

 

25 November ς 7 December 2015 

 

Below is a summary of each day.  I had not realized that China has restricted google and therefore I 

could not access my email during my week and a half there.  I honestly never considered that google 

would be restricted which caused me an issue as I could not communicate but with my iPhone in text 

form with other iPhone users.  I did have a temporary yahoo account set up but was unable to access 

any emails.  I apologize to any/all for delays in my response time to emails.  I am working 

today/tomorrow to respond to everyone. 

 

L ǎǇƻƪŜ ŦƻǊ ǘƘǊŜŜ Řŀȅǎ ƛƴ /ƘŀƴƎŎƘǳƴ ŀǘ L/./Ωǎ ǘǊŀƛƴƛƴƎ ŎŜƴǘǊŜΦ  ¢ƘŜ ǘǊŀƛƴƛƴƎ ǿŀǎ ǘƻ ǘƘŜƛǊ ȅƻǳng executives 

and focused on Secondary Mortgage market, products and Freddie/Fannie.  ICBC is looking to expand 

and develop this area further in China and is ensuring a complete understanding of the U.S. market, i.e. 



what works, what does not work, the failures and successes.  I will absolutely state that ICBC is 

ŘŜŘƛŎŀǘƛƴƎ ŎƻƴǎƛŘŜǊŀōƭŜ ǊŜǎƻǳǊŎŜǎ ǘƻ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ǘƘŜ ƳŀǊƪŜǘ ǘƻ ŜƴǎǳǊŜ /ƘƛƴŀΩǎ ǎǳŎŎŜǎǎŦǳƭ ŜȄǇŀƴǎƛƻƴ 

into secondary markets. 

 

7 December 2015 

 

Question: When was the Temple of Heaven built in Beijing? 

 

Central banks pushed on tightening ς Pg. 1 

- Central banks should press ahead with plans to tighten monetary policy and not let market 

volatility sway their judgment, the BIS has warned ahead of the expected first rate rise by 

the US Federal Reserve in nine years 

- The warning comes amid signs of growing alarm at the riskier end of the US corporate bond 

market, with borrowing costs for the lowest-rated companies climbing to their highest level 

since the financial crisis 

- The Fed resisted raising rates earlier this year in part because of market gyrations over the 

summer 

- Concerns over the possible impact of a US interest rate rise on more vulnerable borrowers 

has been exacerbated by rising indebtedness and shrinking revenues among companies ς 

especially in the stricken energy sector 

 

San Bernardino killings divide US politics ς Pg. 4 

- The FBI has labelled the killing of 14 people in San Bernardino as an act of terrorism after 

one of the suspects posted a message on Facebook shortly before the attack in support of 

Isis 

- (Prof Note: I do not know if it is my age and reflection but I am so sickened and saddened by 

what I consider senseless violence.  The more I travel, the more I experience, the more I see, 

the more I realize the true wonder of the world and life.  My prayers go out to the families 

and everyone.  I also want to reiterate a dinner I had in Cairo in 2010.  It was with the 

mother of a former student who was/is a professor of Islamic Culture.  I wish everyone 

could experience the knowledge and understanding I received that night.  Prior I really had 

no opinion but a fear created by the U.S. Media.  Afterwards, a great respect for Islam.) 

 

Fund manager to face trial over alleged role in Madoff Ponzi scheme ς Pg. 16 

- Almost seven years to the day after .ŜǊƴŀǊŘ aŀŘƻŦŦΩǎ ϷмтΦрōƴ tƻƴȊƛ ǎŎƘŜƳŜ ŎƻƭƭŀǇǎŜŘΣ ǘƘŜ 

last fund manager to face criminal charges I the scandal will go on trial in a Swiss court today 

- IŜ ŦŀŎŜǎ ŎƘŀǊƎŜǎ ƻŦ άŀƎƎǊŀǾŀǘŜŘ ƳƛǎƳŀƴŀƎŜƳŜƴǘ ǿƛǘƘ ǘƘŜ ŀƛƳ ƻŦ ǎŜƭŦ-ŜƴǊƛŎƘƳŜƴǘέΦ  LŦ 

convicted, he could receive up to five years in prison 

- The stakes are also high for Santander, because a guilty verdict could prompt US authorities 

ǘƻ ǘŀƪŜ ŀ ŦǊŜǎƘ ƭƻƻƪ ŀǘ ŀ ϷнорƳ ǎŜǘǘƭŜƳŜƴǘ ǘƘŀǘ ǘƘŜȅ ǊŜŀŎƘŜŘ ǿƛǘƘ ǘƘŜ ōŀƴƪ ƻǾŜǊ hǇǘƛƳŀƭΩǎ 

role in sending money to the scheme.  Santander denies that Optimal acted negligently 

-  

 

Answer: 1420 



 

5 December 2015 

 

Question: When was the Summer Palace in Beijing built? 

 

Jobs boost keeps Fed on course for interest rate increase ς Pg. 2 

- The US added jobs at a robust pace last month, removing ŀ ƘǳǊŘƭŜ ǘƻ ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ 

first increase in short-term interest rates for nearly a decade 

- Non-farm payrolls rose by 211,000 last month and a blockbuster figure from October was 

revised even higher to 298,000 while the unemployment rate held at 5% 

- The US economy has created 8.1m jobs over the past three years, the fastest pace since 

2000 

- Despite the gains in the jobs market Ms Yellen insisted earlier this week that the US remains 

below full employment, something that will mean the central bank treads cautiously 

following the initial rate rise with moves further down the line 

 

Baby boomers land golf in the rough ς Pg. 4 

- WŀǇŀƴΩǎ ƎƻƭŦ ŎƻǳǊǎŜǎΣ ǘƘŜ ƻōǎŜǎǎƛǾŜƭȅ ǎŎǳƭǇǘŜŘ ǎȅƳōƻƭǎ ƻŦ ǘƘŜ άōǳōōƭŜ ŜǊŀέΣ ŀǊŜ ŎƭƻǎƛƴƎ ŀǘ ǘƘŜ 

rate of nearly one a week, the latest ǾƛŎǘƛƳ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǎƪŜǿŜŘ ŘŜƳƻƎǊŀǇƘƛŎǎΦ 

- ¢ƘƻǳǎŀƴŘǎ ƻŦ ōŀōȅ ōƻƻƳŜǊǎΣ ƳǳŎƘ ǘƻ ǘƘŜ ŘƛǎƳŀȅ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƎƻƭŦ ŎƻǳǊǎŜǎΣ ƘŀǾŜ ƻǇǘŜŘ 

ǘƻ ǊŜǘƛǊŜ ŦǊƻƳ ǘƘŜ ǎǇƻǊǘ ǎƘƻǊǘƭȅ ŀŦǘŜǊ ǊŜǘƛǊƛƴƎ ŦǊƻƳ ǿƻǊƪ όtǊƻŦ bƻǘŜΥ hƘ ǇǳƭƭƭŜŜȊȊȊȊȊΧǘƘŜ 

sport loses attraction when people must cut the checks themselves rather than expense to 

an employer.) 

- Hence the inexporable slide in the number of regular golfers, which is approaching half the 

level of its early 1990s peak of 13.7m.  Of that, the proportion over the age of 70, who tend 

to play on weekdays, has surged to more than 17% 

 

US corporate downgrades soar past $1tn as defaults gain pace ς Pg. 12 

- More than $1tn in US corporate debt has been downgraded this year as defaults climb to 

post-crisis highs, underlining investor fears that the credit cycle has turned 

- S&P has cut its ratings on US bonds totaling $1.04tn in the first 11 months of the year, a 72% 

jump from the entirety of 2014.  In contrast, upgrades have fallen to less than $500bn, more 

ǘƘŀƴ ŀ ǘƘƛǊŘ ōŜƭƻǿ ƭŀǎǘ ȅŜŀǊΩǎ ǘƻǘŀƭ 

- SƻƳŜ млн ŎƻƳǇŀƴƛŜǎ ƘŀǾŜ ŘŜŦŀǳƭǘǎ ǎƛƴŎŜ ǘƘŜ ȅŜŀǊΩǎ ǎǘŀǊǘΣ ƛƴŎƭǳŘƛƴƎ со ƛƴ ǘƘŜ ¦{Φ  hƴƭȅ ǘƘǊŜŜ 

companies in the country have managed to retain the coveted triple A rating: ExxonMobile, 

Johnson & Johnson and Microsoft, with the oil major on review for possible downgrade 

 

Answer: 1750 

 

4 December 2015 

 

Question: When was the Forbidden City in Beijing started? 

 

Market sell-off as fresh Draghi bid to boost growth disappoints ς Pg. 1 



- The ECB pledged to continue its 60bn (euro)-a-month bond buying programme for antoher 

ǎƛȄ ƳƻƴǘƘǎ ǳƴǘƛƭ aŀǊŎƘ нлмт άƻǊ ōŜȅƻƴŘέΦ  tƻƭƛŎȅƳŀƪŜǊǎ ŀƭǎƻ Ŏǳǘ ŀ ƪŜȅ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǘƻ ŀ 

historic low of minus 0.3% and agreed to buy more assets with proceeds of its existing bond 

purchases 

- ΧΦŘƛǎŀǇǇƻƛƴǘŜŘ ƛƴǾŜǎǘƻǊǎ ǿƘƻ ƘŀŘ ƘƻǇŜŘ ŦƻǊ ŘŜŜǇŜǊ ǊŀǘŜ Ŏǳts and more monthly bond 

purchases 

- The single currency surged 2.4% to $1.086, with its rise reflecting concerns the measures 

have proved less aggressive than markets had expected 

 

Markets welcome impeachment move [Brazil] ς Pg. 3 

- The indications are that if 2015 is a bad year, 2016 will be a little better. Barclays forecast a 

3.8% contraction in the economy this year and a 2.8% contraction next year 

 

tƛǎǘƻǊƛǳǎ ŦŀŎŜǎ мр ȅŜŀǊǎΩ Ƨŀƛƭ ŦƻǊ ƳǳǊŘŜǊ ς Pg. 3 

- A South African appeals court yesterday ruled that Oscal Pistorius, the disgraced 

Paralympian star, was guilty of murder, overturning a previous conviction of culpable 

homicide for shooting his model girlfriend 

- The decision means the double amputee could face a minimum of 15 years in prison (Prof 

Note: I do not often summarize humanistic stories but I want to point out the differences in 

legal systems globally.  This would not have happened in the U.S. where double jeopardy 

ŀǇǇƭƛŜǎΦ  Lǘ ōƻǘƘŜǊǎ ƳŜ ǿƘŜƴ ǘƘŜ !ƳŜǊƛŎŀƴ ǇǊŜǎǎ ŎǊƛǘƛŎƛȊŜǎ ƻǘƘŜǊ ƴŀǘƛƻƴΩǎ ƭŜƎŀƭ ǎȅǎǘŜƳǎ ǿƘŜn 

we choose to visit other countries.  We must understand and respect global legal 

differences.  In this case, I say, my hat is off to South Africa for addressing what was, in my 

opinion, a gross miscarriage of justice with the earlier sentence) 

 

Goldman files patent for ecurrency offering near-instant trade payments ς Pg. 15 

- Goldman Sachs has made a patent application for a cryptocurrency settlement system in a 

move that underlines bank hopes that the architecture behind bitcoin can revolutionize 

global payments 

- ¢ƘŜ ŀǇǇƭƛŎŀǘƛƻƴ ŦƻǊ ŀ ƴŜǿ ǾƛǊǘǳŀƭ ŎǳǊǊŜƴŎȅΣ ŘƛōōŜŘ ά{9¢[Ŏƻƛƴέ ōȅ ǘƘŜ ōŀƴƪΣ ǎŀƛŘ ƛǘ ǿƻǳƭŘ 

ƻŦŦŜǊ άƴŜŀǊƭȅ ƛƴǎǘŀƴǘŀƴŜƻǳǎ ŜȄŜŎǳǘƛƻƴ ŀƴŘ ǎŜǘǘƭŜƳŜƴǘέ ƻŦ ǘǊŀŘŜǎ ƛƴǾƻƭǾƛƴƎ ŀǎǎŜǘǎ ƛƴŎƭǳŘƛƴƎ 

stocks and bonds 

 

S&P downgrades 8 US lenders on support fears ς Pg. 18 

- 9ƛƎƘǘ ƻŦ ǘƘŜ ōƛƎƎŜǎǘ ¦{ ōŀƴƪǎ ƘŀǾŜ ōŜŜƴ ŘƻǿƴƎǊŀŘŜŘ ōȅ {ϧtΩǎΣ ŀǎ ǘƘŜ ŎǊŜŘƛǘ ǊŀǘƛƴƎ ŀƎŜƴŎȅ 

judged that the likelihood of federal government support in a future crisis had dimmed 

- Bank of American, JPMorgan Chase, Citigroup and Wells Fargo were among the banks 

affected by the decision, taken as the Federal Reserve sought to finalize rules next eyar 

governing the amounts and type of capital banks must hold to withstand a huge shock to 

the system 

- In October, the Fed projected that the six largest banks faced a $120bn capital shortfall 

under new rules that would require the institutions to hold big buffers of debt that could be 

converted into equity in a crisis 



- Banks are expected to hold total loss absorbing capacity ς TLAC ς of at least 18% of their 

risk-weighted assets 

 

Gold falls to 5-year low as US rate rise looms ς Pg. 24 

- Gold fell to its lowest level since early 2010 before rebounding as the euro strengthened 

against the dollar following pledges by the ECB to continue easing 

- The spot price fell to $1,046.60 ŀ ǘǊƻȅ ƻǳƴŎŜΧ 

 

Answer: 15th Century 

 

3 December 2015 

 

Question: When is the earliest the Great Wall of China can be traced? 

 

Yellen signals US economy is strong enough for a rate rise ς Pg. 1 

- ¢ƘŜ ¦{ ŜŎƻƴƻƳȅ ƘŀŘ άǊŜŎƻǾŜǊŜŘ ǎǳōǎǘŀƴǘƛŀƭƭȅέ ŦǊƻƳ ǘƘŜ post-crisis recession and was set 

for further growth and firmer inflation, janet Yellen said, as she laid the groundwork for the 

first upward move in official interest rates since 2006 

- A rate rise would testify to the progress the US has made in shrugging off the legacy of the 

crash, the fed chair said, adding there were risks in waiting too long to start normalizing 

policy 

- !ƴ ǳǇǿŀǊŘ ƳƻǾŜ ǿƛŘŜƭȅ ŜȄǇŜŎǘŜŘ ƻƴ 5ŜŎŜƳōŜǊ мс ŀǘ ǘƘŜ CŜŘΩǎ ƴŜȄǘ ƳŜŜǘƛƴƎ ǿƻǳƭŘ Ǉǳǘ ǘƘŜ 

US on a sharply divergent course from many other advanced nations 

- ¢ƘŜ CŜŘΩǎ ƭŀǎǘ ǎŜǘ ƻŦ ǇǊƻƧŜŎǘƛƻƴǎ ǎǳƎƎŜǎǘŜŘ ƛƴŎǊŜŀǎŜǎ ŀǘ ŀ ǇŀŎŜ ƻŦ ŀōƻǳǘ мллōǇǎ ŀ ȅŜŀǊ ƛƴ 

2016 and 2017, which would still be quicker than the speed forecast by financial markets 

 

US Congress set to raid Fed for roads funds ς Pg. 2 

- The US /ƻƴƎǊŜǎǎ ƛǎ ǇǊŜǇŀǊƛƴƎ ǘƻ ǊŀƛŘ ŀ CŜŘŜǊŀƭ wŜǎŜǊǾŜ άǇƛƎƎȅ ōŀƴƪέ ǘƻ ƘŜƭǇ ŦǳƴŘ Ϸолрōƴ ƻŦ 

much-needed highway maintenance despite the objections of the US central bank 

- The grab for $19bn of Fed capital is part of what is likely ǘƻ ōŜ ǘƘŜ ¦{Ωǎ ŦƛǊǎǘ ƭƻƴƎ-term 

highway legislation in a decade, but the Fed has said the move could undermine its 

cherished independence 

- .ǳǘ ǘƘŜ ǊŀƛŘ ƻŦ ǘƘŜ CŜŘΩǎ άǎǳǊǇƭǳǎ ŀŎŎƻǳƴǘέ ς a stock of retained earnings that serves as a 

rainy-day fund ς underlines the struggle to squeeze more money out of the federal purse 

without increasing the budget deficit 

- ¢ƘŜ CŜŘΩǎ ǎǳǊǇƭǳǎ ŦǳƴŘ Ŏƻƴǘŀƛƴǎ Ϸнфōƴ ŀƴŘ ǘƘŜ ƘƛƎƘǿŀȅ ōƛƭƭ ŜƴŀōƭŜǎ ŀ ƻƴŜ-off extraction of 

$19bn.  It also caps the fund at $10bn so that any future excess would be redirected to the 

Treasury to be spent on highways or other needs 

- .Ŝƴ .ŜǊƴŀƴƪŜΣ ǘƘŜ ŦƻǊƳŜǊ CŜŘ ŎƘŀƛǊΣ Ƙŀǎ ǎŀƛŘ ǘƘŜ ƳƻǾŜ ŀƳƻǳƴǘǎ ǘƻ άōǳŘƎŜǘŀǊȅ ǎƭƛƎƘǘ-of-

ƘŀƴŘέ ōȅ ŎƻǳƴǘƛƴƎ ŦǳƴŘǎ ǘƘŀǘ ǿŜǊŜ ŀƭǊŜŀŘȅ ŘŜǎƛƎƴŀǘŜŘ ŦƻǊ ǘƘŜ ¢ǊŜŀǎǳǊȅ ŀǎ άƴŜǿ ǊŜǾŜƴǳŜέ 

- Congress has form when it comes to tapping ǘƘŜ CŜŘΩǎ ǎǳǊǇƭǳǎ ŦƻǊ ŜȄǘǊŀ ǊŜǾŜƴǳŜΦ  Lǘ ŘƛŘ ǎƻ ƛƴ 

1997, 1998, and 2000, but the new measure is more draconian because it imposes a limit on 

the size of the surplus 



- ¢ƘŜ Ǌƻƻǘ ƻŦ ǘƘŜ ¦{Ωǎ ǊƻŀŘǎ ŎǊƛǎƛǎ ƛǎ ǘƘŜ ǊƻƭŜ ƻŦ ŀ ƎŀǎƻƭƛƴŜ ǘŀȄ ŀǎ ŀ ǘǊŀŘƛǘƛƻƴŀƭ ǎƻǳǊŎŜ ƻŦ 

highway funding.   

- Lǘ Ƙŀǎ ǇǊƻŘǳŎŜŘ ŘǿƛƴŘƭƛƴƎ ǊŜǾŜƴǳŜǎ ŀǎ ǾŜƘƛŎƭŜǎΩ ŦǳŜƭ ŜŦŦƛŎƛŜƴŎȅ Ƙŀǎ ōŜŜƴ ƛƳǇǊƻǾŜŘΣ ōǳǘ 

Congress has not been willing to raise it since 1993 

 

Yellen comments about risks of waiting drive dollar to 12-year high ς Pg. 21 

- The dollar resumed its upward path against the euro and shorter-term Treasury yields 

neared five-years highs amid the growing prospect of increased policy divergence between 

the US and Eurozone 

- CŜŘ ŦǳƴŘ ŦǳǘǳǊŜǎ ƳƻǾŜŘ ǘƻ ǇǊƛŎŜ ƛƴ ŀ тф҈ ǇǊƻōŀōƛƭƛǘȅ ƻŦ CŜŘ άƭƛŦǘ-ƻŦŦέ ƛƴ ǘǿƻ ǿŜŜks, up from 

74% earlier in the day 

- Before those moves a report from private US payroll processor ADP showed that 217,000 

Ƨƻōǎ ƘŀŘ ōŜŜƴ ŎǊŜŀǘŜŘ ƭŀǎǘ ƳƻƴǘƘΣ ǿƘƛƭŜ hŎǘƻōŜǊΩǎ ǊŜŀŘƛƴƎ ǿŀǎ ǊŜǾƛǎŜŘ ǳǇ ǘƻ мфсΣллл 

- By contrast expectations for further policy easing by the ECB were bolstered by news that 

ǘƘŜ ǇŀŎŜ ƻŦ 9ǳǊƻȊƻƴŜ άŎƻǊŜέ ƛƴŦƭŀǘƛƻƴ ς which excludes food and energy prices ς had fallen 

to 0.9% year on year in November from 1.1% 

- ¢ƘŜ ǎƛƴƎƭŜ ŎǳǊǊŜƴŎȅ ǿŀǎ Řƻǿƴ лΦс҈ ǘƻ ϷмΦлрсоΣ ǘŜǎƛƴǘ aƻƴŘŀȅΩǎ ǎŜǾŜƴ-month low 

- Brent was down 2.7% at $43.24 a barrel, the lowest since late August 

- Gold was down $15 at $1,054 an ounce, and heading for its lowest close in more than five 

years 

 

Answer: Third century B.C. 

 

2 December 2015 

 

Question: What is the largest bank in the U.S. by assets? 

 

.ǊŀȊƛƭΩǎ ǊŜŎƻǊŘ Ŧŀƭƭ ƛƴ D5t Ǉǳǘǎ ƛǘ ƻƴ ǘǊŀŎƪ ŦƻǊ ǿƻǊǎǘ ǊŜŎŜǎǎƛƻƴ ǎƛƴŎŜ мфолǎ ς Pg. 1 

- .ǊŀȊƛƭΩǎ D5t ŦŜƭƭ ōȅ ŀ ǊŜŎƻǊŘ пΦр҈ ȅŜŀǊ-on0year in the third quarter, confirming fears that 

[ŀǘƛƴ !ƳŜǊƛŎŀΩǎ ƭŀǊƎŜǎǘ ŎƻǳƴǘǊȅ ƛǎ ƻƴ ǘǊŀŎƪ ŦƻǊ ƛǘǎ ǿƻǊǎǘ ǊŜŎŜǎǎƛƻƴ ǎƛƴce the 1930s 

- Lower commodity prices, fiscal contraction and the fading of a consumer credit boom have 

ōŀǘǘŜǊŜŘ ǿƘŀǘ ǿŀǎ ƻƴŎŜ ƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŦŀǎǘŜǎǘ-growing economies 

- Unemployment rose to 7.9% in September, up from 4.7% in October last year, inflation is 

ǊǳƴƴƛƴƎ ŀǘ ƳƻǊŜ ǘƘŀƴ мл҈ ŦƻǊ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜ ǎƛƴŎŜ нллн ŀƴŘ .ǊŀȊƛƭΩǎ ƎƻǾŜǊƴƳŜƴǘ ōǳŘƎŜǘ 

deficit is now 9.5% of GDP 

- ²ƘƛƭŜ .ǊŀȊƛƭΩǎ ǇǊƻōƭŜƳǎ are largely of its own making, it is not the only big emerging 

economy to suffer from the end of the commodities supercycle and slowing growth in 

China.  Russia is experiencing its first recession since 2009 amid low oil prices and western 

sanctions ς although officials say the economy will return to growth next year 

 

Brazil edges closer to deep recession ς Pg. 4 

- The ǎƭƻǿƛƴƎ ŜŎƻƴƻƳȅ ƛǎ ǳƴŘŜǊƳƛƴƛƴƎ ƎƻǾŜǊƴƳŜƴǘ ǘŀȄ ǊŜǾŜƴǳŜǎΦ  aǎ wƻǳǎǎŜŦŦΩǎ 

administration is running a deficit of about 9.5% of GDP. This is expected to push gross 



public debt above 70% and could lead to further downgrades of its investment grade credit 

ratingΣ Χ 

 

Swiss growth woes put pressure on central bank ς Pg. 4 

- {ǿƛǘȊŜǊƭŀƴŘΩǎ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ Ƙŀǎ ǎǘŀƭƭŜŘ ŦƻƭƭƻǿƛƴƎ ǘƘƛǎ ȅŜŀǊΩǎ ǎƘŀǊǇ ŦǊŀƴŎ ŀǇǇǊŜŎƛŀǘƛƻƴΣ 

piling pressure on its central bank to react swiftly to the ECB expected monetary loosening 

later this week 

- {ǿƛǘȊŜǊƭŀƴŘ ŀƭǊŜŀŘȅ Ƙŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭƻǿŜǎǘ ƻŦŦƛŎƛŀƭ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ς with the SNB imposing a 

ƴŜƎŀǘƛǾŜ ǊŀǘŜ ƻŦ Ƴƛƴǳǎ лΦтр҈ ƻƴ ǎƻƳŜ ōŀƴƪǎΩ ŘŜǇƻǎƛǘǎ 

 

Puerto Rico avoids defaulting on debt ς Pg. 22 

- Puerto Rico has avoided defaulting on more than $350m of its obligations, in the latest 

ŎƘŀǇǘŜǊ ƻŦ ǘƘŜ ƛǎƭŀƴŘΩǎ ǎǘǊǳƎƎƭŜ ǘƻ ŘŜŀƭ ǿƛǘƘ Ϸтнōƴ ƛƴ ŘŜōǘǎ 

- With cash dwindling, the development bank has embarked on extraordinary measures ς 

including delaying tax returns ς to keep its balance from turning negative.  However, those 

action are no longer enough to keep Puerto Rico from falling into deficit this month 

 

Answer: JP Morgan Chase with $2.7tn in assets 

 

1 December 2015 

 

Question: What is the largest bank by assets in China and the world? 

 

aŀǊƪŜǘǎ ōŜǘ ƻƴ ΨƎǊŜŀǘ ŘƛǾŜǊƎŜƴŎŜΩ ς Pg. 1 

- The dollar hit an eight-month peak against other leading currencies yesterday, intensifying 

ǇǊŜǎǎǳǊŜ ƻƴ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎ ŀǎ ƛƴǾŜǎǘƻǊǎ ǊŀƛǎŜŘ ǘƘŜƛǊ ōŜǎǘ ƻƴ ŀ άƎǊŜŀǘ ŘƛǾŜǊƎŜƴŎŜέ ƛƴ 

international monetary policy this month 

- The ECB is on Thursday ŜȄǇŜŎǘŜŘ ǘƻ ŀŎǘ ƻƴ ǘƘŜ ǇǊƻƳƛǎŜ ōȅ aŀǊƛƻ 5ǊŀƎƘƛΣ ǘƘŜ ōŀƴƪΩǎ 

ǇǊŜǎƛŘŜƴǘΣ ǘƻ άŘƻ ǿƘŀǘ ǿŜ Ƴǳǎǘέ ǘƻ ǎǘƛƳǳƭŀǘŜ ƎǊƻǿǘƘ ŀƴŘ ŘǊƛǾŜ ƛƴŦƭŀǘƛƻƴ ƘƛƎƘŜǊΣ ǇƻǘŜƴǘƛŀƭƭȅ 

ramping up its quantitative easing programme 

- ΧƛƴǾŜǎǘƻǊǎ ŀƭǎƻ ǇǊŜŘƛŎǘ ǘƘŜ CŜŘ ǿƛƭƭ ōŜƎƛƴ ǘƛƎƘǘŜƴƛƴƎ ǇƻƭƛŎy later in December for the first 

time since 2006.  The looming divergence has encouraged investors to sell the euro against 

the dollar and buy Eurozone equities 

 

Federal Reserve caps emergency lending powers ς Pg. 5 

- ¢ƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ ŀǳǘƘƻǊƛǘȅ ǘƻ provide emergency loans to financial institutions during a 

crisis will be curbed following criticism from lawmakers who said its powers should be 

reined in 

- The Fed board yesterday approved new limits in updated rules on emergency lending, a 

practice that sparked controversy during the panic of the last financial crisis when it was 

used to help institutions short of liquidity 

- The new rules also say that to avoid helping insolvent institutions the Fed will not make 

loans to any borrowers that had failed to paȅ άǳƴŘƛǎǇǳǘŜŘ ŘŜōǘǎέ ƛƴ ǘƘŜ ǇǊŜǾƛƻǳǎ фл Řŀȅǎ 



- The Fed has stressed that all of its emergency loans ς which reached an aggregate 

outstanding balance of $1.5tn ς were repaid in full 

 

Boost for China as it joins IMF elite ς Pg. 13 

- The IMF yesterday gave a vote of confidence to China and its reform efforts, affording the 

renminbi greater weighting than the yen or pound as it included it in the elite basked of 

reserve currencies 

- The vote by the board to make it the fifth currency in the basket used to value the IaCΩǎ 

own de facto currency followed months of deliberation at the fund and years of lobbying by 

a Beijing eager for the recognition 

- ¢ƘŜ ǊŜƴƳƛƴōƛ ǿƛƭƭ ōŜŎƻƳŜ ǘƘŜ ǘƘƛǊŘ ōƛƎƎŜǎǘ ŎǳǊǊŜƴŎȅ ƛƴ ǘƘŜ άǎǇŜŎƛŀƭ ŘǊŀǿƛƴƎ ǊƛƎƘǘǎέ ōŀǎƪŜǘ 

when it takes effect on October 1 

- For China, the move is a validation of efforts over the past few years to liberalize financial 

ƳŀǊƪŜǘǎ ŀƴŘ ŦǊŜŜ ǳǇ Ŧƭƻǿǎ ƻŦ ŦǳƴŘǎ ƛƴǘƻ ŀƴŘ ƻǳǘ ƻŦ /ƘƛƴŀΩǎ ŎŀǇƛǘŀƭ ƳŀǊƪŜǘǎ 

- The US dollar will remain the biggest currency with a 41.73% weighting followed by the euro 

with 30.93%.  but with a 10.92% share the renminbi will trump both the yen and sterling 

 

Answer: ICBC with $3.7tn in assets 

 

30 November 2015 

 

Question: What is the automobile capital of China? 

 

Renminbi set for elite currency status ς Pg. 2 

- The IMF ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ŀŘƳƛǘ /ƘƛƴŀΩǎ ǊŜƴƳƛƴōƛ ǘƻ ƛǘǎ ŜƭƛǘŜ ōŀǎƪŜǘ ƻŦ ǊŜǎŜǊǾŜ ŎǳǊǊŜƴŎƛŜǎ ǘƻŘŀȅ 

ƛƴ ǿƘŀǘ ǿƻǳƭŘ ōŜ ŀ ǾƻǘŜ ƻŦ ŎƻƴŦƛŘŜƴŎŜ ƛƴ .ŜƛƧƛƴƎΩǎ ŜŎƻƴƻƳƛŎ ǊŜŦƻǊƳǎ ŀƴŘ ƛǘǎ ōƛŘ ǘƻ 

internationalize its currency 

- The move comes at a crucial time for China, which is managing a significant slowdown in 

growth and has suffered deep falls in financial markets as questions have mounted over the 

ƭŜŀŘŜǊǎƘƛǇ ƛƴ .ŜƛƧƛƴƎΩǎ ǊŜǎǇƻƴǎŜ ŀƴŘ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ǊŜŦƻǊƳǎ 

- ²ƛǘƘ /Ƙƛƴŀ ōŜƛƴƎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŜŎƻƴƻƳȅΣ ƳŜŀǎǳǊŜŘ ōȅ ǇǳǊŎƘŀǎƛƴƎ ǇƻǿŜǊ parity, the 

fund would be open to accusations of lacking global legitimacy without giving a leading role 

to Beijing 

 

Shenzhen property boom outstrips Hong Kong ς Pg. 6 

- Housing prices in Shenzhen have jumped by more than 30% in the year to date, making it 

the fastest-growing major property market in China, while asking prices for Hong Kong 

luxury flats have dropped by up to 5% in the past three months 

- ¢ƘŜ ǘǿƻ ƘƻǳǎƛƴƎ ƳŀǊƪŜǘǎΩ ŘŜǾƛŀǘƛƴƎ ǇŀǘƘǎ ƘƛƎƘƭƛƎƘǘ ǘƘŜ ǿƛŘŜǊ ǘǊŜƴŘǎ ǎƘŀǇƛƴƎ ǘƘŜ /ƘƛƴŜǎŜ 

economy 

- ¢ƘŜ ŎƛǘȅΩǎ Nanshan district, the heart of its emerging technology industry; generates the 

highest GDP per person of any Chinese region at $48,000 per year, more than Hong Kong 

and not far behind Singapore 



- aŜŀƴǿƘƛƭŜΣ IƻƴƎ YƻƴƎΩǎ ƳƻǊŜ ƳŀǘǳǊŜ ŜŎƻƴƻƳȅ ƛǎ ŦŜŜƭƛƴƎ ǘƘŜ ŜŦŦŜcts of lower growth in the 

ƳŀƛƴƭŀƴŘΧ 

- !ǘ ǘƘŜ ǳǇǎŎŀƭŜ /ƻƭƻǳǊŦǳƭ DŀǊŘŜƴ ŘŜǾŜƭƻǇƳŜƴǘ ƛƴ {ƘŜƴȊƘŜƴΩǎ [ǳƻƘǳ ŘƛǎǘǊƛŎǘΣ ǿƘŜǊŜ ǎƻƳŜ 

apartments boast views of Hong Kong, 70% of the 550 units were sold in the first week of 

sales last month, with a typical 53 squre metre, two-bedroom flat going for more than 

$400,000 

 

Answer: Changchun 

 

28 November 2015 

 

Question: Which is the largest city, by population, in China? 

 

Bond investors jolted by tighter credit ς Pg. 11 

- Investors have been reminded of the inherent risks in coǊǇƻǊŀǘŜ ƭŜƴŘƛƴƎΣ ǿƛǘƘ ±ƻƪǎǿŀƎƴΩǎ 

emissions scandal, controversy over US pharma groups such as Valeant, and concerns over 

ŎƻƳƳƻŘƛǘȅ ŎƻƳǇŀƴƛŜǎΩ ōŀƭŀƴŎŜ ǎƘŜŜǘǎ ƛƴ ǘƘŜ ŦŀŎŜ ƻŦ ŦŀƭƭƛƴƎ Ǝƭƻōŀƭ ŘŜƳŀƴŘ 

- In the US, there have been many more corporate defaults this year, in large part thanks to 

ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜȄǇƻǎǳǊŜ ǘƻ ǿŜŀƪ ƻƛƭ ǇǊƛŎŜǎΦ  .ƻǘƘ 9ǳǊƻǇŜ ŀƴŘ ǘƘŜ ¦{ ŀǊŜ ŜȄǇƻǎŜŘ ǘƻ ŀ ŀƴƎŜ ƻŦ 

global risks including China, emerging markets, commodities and monetary policy 

 

Policy moves trump geopolitical risk ς Pg. 11 

- Investors, it seems, are as insensitive to military shocks as they were to the terrorist attacks 

in Paris 11 days earlier that claimed the lives of 129 people and led the French government 

to decree a state of emergency 

- Notably, traditional havens that investors run to when afraid for the state of the world have 

yet to be flooded with money.  The gold price still hovers near six-year lows, and while 

prices for German bonds are firmer this week, that generally reflects expectations that the 

ECB will announce an extension of its bond buying programme at its December 3 meeting 

 

Answer: Shanghai (23,000,0000 people +) 

 

27 November 2015 

 

Question: How long is the flight from Beijing to Washington DC? 

 

.ŀƛƭƻǳǘ ƭŜŀǾŜǎ /ƘƛƴŀΩǎ Ψƴŀǘƛƻƴŀƭ ǘŜŀƳΩ ƻŦ ƛƴǾŜǎǘƻǊǎ ǿƛǘƘ с҈ ƻŦ ǎǘƻŎƪ market ς Pg. 1 

- A group of Chinese state-owned financial institutions owns as least 6% of the mainland stock 

market as a result of the massive Beijing-sponsored rescue effort this year to prop up share 

prices following the summer equity market crash 

- The intervention succeeded in shoring up prices, with the Shanghai Composite index now up 

28% from its low point in late August 

- The government cash infusion came after the Shanghai Composite index fell more than 40% 

from its seven-year high on June 12 by late August 



 

German employers pessimistic about the chances of finding work for low-skilled refugees ς Pg. 4 

- Overwhelmingly, employers cited poor knowledge of German as the main obstacle.  Other 

barriers cited included poor qualifications, employment rules and the German minimum 

wage 

- Government figures show migrants fall into two camps in educational terms.  The well 

educated are more likely to have a degree than the domestic population ς 37% versus 21%.  

But poorly educated migrants are far more likely to have no professional qualifications ς 

34% versus 9% for Germans 

 

Bonuses key to keeping to bank performers ς Pg. 15 

- ²ƘƛƭŜ ǘƘŜ ŀǾŜǊŀƎŜ Ƴŀȅ ǊƛǎŜ р҈Σ άƎƻƻŘ ǇŜƻǇƭŜ ǿƛƭƭ ōŜ ǳǇ мл ǘƻ нл҈έΣ ǿƛǘƘ Ŝǉǳƛǘȅ ōǳǎƛƴŜǎǎŜǎ 

ŘƻƛƴƎ ōŜǘǘŜǊ ǘƘŀƴ ŦƛȄŜŘ ƛƴŎƻƳŜΣ Χ 

- This means that while European investment banking revenues are down 20-25% in US dollar 

terms, bonuses may not fall as sharply 

 

Dollar stalls ahead of policy meetings ς Pg. 20 

- The dollar index, which measures the dollar against a basket of its peers and is heavily 

weighted towards the euro, was quoted at 99.77, yesterday having briefly risen above 100 

earlier this week 

- Bolstering the dollar are expectations of widening policy divergence between the US Federal 

Reserve and ECB, which both hold meetings next month 

- Investors expect that the ECB will announce a further easing of policy, while the Fed is 

expected to shift borrowing costs higher for the first time in nearly a decade 

 

Answer: м IƻǳǊ όƭŀǳƎƘƛƴƎΧΦǊŜƳŜƳōŜǊ ǘƘŜ ǘƛƳŜ ŘƛŦŦŜǊŜƴŎŜ ŀǎ .ŜƛƧƛƴƎ ƛǎ мо ƘƻǳǊǎ ŀ ƘŜŀŘύ 

 

26 November 2015 

 

Question: How long is the direct flight from Dulles to Beijing? 

 

Housebuilders rally after homes target is doubled ς Pg. 3 

- DŜƻǊƎŜ hǎōƻǊƴŜΣ ŎƘŀƴŎŜƭƭƻǊΣ ŀƴƴƻǳƴŎŜŘ Ǉƭŀƴǎ ǘƻ ŘƻǳōƭŜ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƘƻǳǎƛƴƎ ōǳŘƎŜǘ ǘƻ 

almost 7bn (sterling) and said 400,000 homes would be built across England 

 

Pay squeeze while 100,000 jobs will go ς Pg. 3 

- Public sector workers face a squeeze on pay and another 100,000 job losses over the next 

ŦƛǾŜ ȅŜŀǊǎ ŀǎ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ŀǳǎǘŜǊƛǘȅ ŘǊƛǾŜ ŎƻƴǘƛƴǳŜǎ ǘƻ ǊŜǎƘŀǇŜ .ǊƛǘŀƛƴΩǎ ƭŀōƻǳǊ Ƴarket 

- Still, the civil service has already shrunk to the smallest since the second world war, while 

public sector employees now account for just 17.2% of the total workforce, the lowest share 

since comparable records began in 1999 

- Public sector workers are now set to fall well behind their private sector counterparts in 

terms of pay growth: the government has capped public sector pay rises at 1% for the next 

four years, while pay in the private sector is finally accelerating 



- According to the Association of ¢ŜŀŎƘŜǊǎ ŀƴŘ [ŜŎǘǳǊŜǊǎ ǳƴƛƻƴΣ ǘŜŀŎƘŜǊǎΩ ǎǘŀǊǘƛƴƎ ǎŀƭŀǊƛŜǎ 

have declined 10.6% in real terms since 2010 

- Χƛƴ ŜǾŜǊȅ ǊŜƎƛƻƴ ƻŦ ǘƘŜ ¦Y ǇǊƛǾŀǘŜ ǎŜŎǘƻǊ Ƨƻōǎ ƎǊƻǿǘƘ Ƙŀǎ ƳƻǊŜ ǘƘŀƴ ƳŀŘŜ ǳǇ ŦƻǊ ǇǳōƭƛŎ 

sector job cuts 

 

Ageing prisons to be sold for housing ς Pg. 8 

- Ageing, inadequate prisons will close and more court hearings will be conducted by video 

link as part of a package of cost-saving measures announced by the Ministry of Justice 

- ΧǇƭŀƴǎ ƎǊŜŀǘŜǊ ǳǎŜ ƻŦ ǘŜŎƘƴƻƭƻƎȅ ƛƴ ŎǊƛƳƛƴŀƭ ŎƻǳǊǘǎ ǎƻ ǘƘŜǊŜ ŀǊŜ ƳƻǊŜ ǇǊŜǘǊƛŀƭ hearings of 

prisoners conducted by video link 

 

ECB warns over China and growth in emerging markets ς Pg. 16 

- ²ŀƴƛƴƎ ƎǊƻǿǘƘ ƛƴ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘ ŜŎƻƴƻƳƛŜǎ ƛǎ άƻŦ ǇŀǊǘƛŎǳƭŀǊ ŎƻƴŎŜǊƴέ ǘƻ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 

ǎǘŀōƛƭƛǘȅ ƻŦ ǘƘŜ 9ǳǊƻȊƻƴŜΣ Χ 

- The rout in Chinese stock markets over the summer triggered a sharp drop in equity indices 

across the world driven by concerns over a slowdown in China 

- Negativity would be likely to trigger a sell-off in riskier assets such as equities, highlighting 

concerns that the ECB has long held abƻǳǘ ŀƴ ŀōǊǳǇǘ ǊŜǾŜǊǎŀƭ ƻŦ ƛƴǾŜǎǘƻǊǎΩ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ 

take on more risk 

- The Bundesbank further warned that German life assurers would also suffer as low rates 

would make it harder for them to meet their obligations to customers 

 

Answer: 13 hours (approximately) 

 

25 November 2015 

 

Question: What is the population of Beijing? 

 

Bad loans burden heavier in Europe than in US ςPg. 14 

- Bad loans are twice as big a problem for European banks as they are for banks in the 

¦{ΣŘŜǎǇƛǘŜ ƭŜƴŘŜǊǎΩ ŜŦŦƻǊǘǎ ǘƻ ŎƭŜŀƴ ǳǇ ōŀƭŀƴŎŜ sheets in Eurozone hotspots from Spain to 

Ireland to Greece 

- CƛƎǳǊŜǎ ǎƘƻǿ ǘƘŀǘ ŀƭƳƻǎǘ с҈ ƻŦ 9ǳǊƻǇŜŀƴ ōŀƴƪǎΩ ƭƻŀƴ ōƻƻƪǎ ŀǊŜ ƛƳǇŀƛǊŜŘΣ ŎƻƳǇŀǊŜŘ ǿƛǘƘ 

3% in the US 

- .ŀŘ ƭƻŀƴǎ ƻƴ ǘƘŜ ōƻƻƪǎ ƛƴ 9ǳǊƻǇŜΩǎ ōŀƴƪǎ ŀǊŜ ŀƭƳƻǎǘ ŀǎ ōƛƎ ŀǎ ǘƘŜ D5t ƻŦ {Ǉŀƛƴ 

- Bad loans look worse when lending to companies in the financial sector are stripped out: 

non-performing exposure then rises to 10% 

- ¢ƘŜǊŜ ƛǎ ǿƛŘŜ ŘƛǾŜǊƎŜƴŎŜ ƛƴ ǘƘŜ ōƭƻŎΥ {ǿŜŘŜƴΩǎ ƭŜǾŜƭ ƛǎ Ƨǳǎǘ ŀōƻǾŜ м҈ ǿƘƛƭŜ /ȅǇǊǳǎΩǎ ƛǎ пс҈ 

- Bans in aggregate have improved their capital position, moving to an average ratio fo 

common equity tier 1 of 12.8%, far better than the 11.1% ratio the same group of banks had 

in December 2013 

 

Drive to cut repo risk via clearing solution ς Pg. 20 



- US bond dealers and investors have been urging policymakers to address dislocations within 

fixed income markets in private meetings this month 

- ¢ƘŜ ǳǎŜ ƻŦ ǊŜǇƻ ƘŜƭǇǎ Ƴŀƛƴǘŀƛƴ ƻǊŘŜǊƭȅ ǘǊŀŘƛƴƎ ƛƴ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƎƻǾŜǊƴƳŜƴǘ ōƻƴŘ 

market, but the imposition of expensive capital requirements on banks has made the 

business more costly 

- Traders say dislocations between the bond and interest rate derivatives markets reflect the 

important financing role played by repo, which has shrunk in size by a quarter since the end 

of 2008 

 

Shooting down of Russian jet by Turkey puts pressure on stocks ς Pg. 21 

- ¢ƘŜ ¢ǳǊƪƛǎƘ !ƛǊ CƻǊŎŜ ǎƘƻǘ Řƻǿƴ ŀ wǳǎǎƛŀ ǇƭŀƴŜ ŀŦǘŜǊ ƛǘ ǾƛƻƭŀǘŜŘ ¢ǳǊƪƛǎƘ ŀƛǊǎǇŀŎŜΧΦaƻǎŎƻǿ 

maintained the plane was over Syria for the whole flight and an angry Vladimir Putin said 

ǘƘŜ ƛƴŎƛŘŜƴǘ ǿƻǳƭŘ ōǊƛƴƎ άǎŜǊƛƻǳǎ ŎƻƴǎŜǉǳŜƴŎŜǎέ 

- Stock opened lower on Wall Street as geopolitical anxiety trumped a better than previously 

estimated US GDP report.  GDP expanded at a 2.1% annualized pace, up form a first 

estimate of 1.5%, in the third quarter.  The upward revision was fueled by improved 

ŎƻƴǎǳƳŜǊ ǎǇŜƴŘƛƴƎΣ ΧΦ 

 

Answer: 20,000,000 

 

__________________________________________________________________________________ 

 

24 November 2015 

 

Question: When was the first Thanksgiving and how many attended? 

 

Factory to turn out 1m cows a year as China raises steaks in closing research ς Pg. 1 

- A Chinese-YƻǊŜŀƴ Ƨƻƛƴǘ ǾŜƴǘǳǊŜ Ǉƭŀƴǎ ǘƻ ōǳƛƭŘ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŎƭƻǎƛƴƎ ŦŀŎǘƻǊȅ ƛƴ ¢ƛŀƴƧƛƴΣ 

eventually producing 1m head of cloned cattle a year, as well as dogs and even endangered 

species 

- In contrast, Europe, where the first cloned mammal, Dolly the Sheep, was born in Scotland 

in 1996, does not allow closing of farm animals 

- Animal closing is legal in the US, where the leading company for cloaning livestock and pets 

is ViaGen.  ViaGen, which has a tecƘƴƻƭƻƎȅ ƭƛŎŜƴǎƛƴƎ ŀƎǊŜŜƳŜƴǘ ǿƛǘƘ {ƻƻŀƳΣ ǎŀȅǎ ƛǘ άƘŀǎ 

ǎǳŎŎŜǎǎŦǳƭƭȅ ŘŜƭƛǾŜǊŜŘ ǘƘƻǳǎŀƴŘǎ ƻŦ ƘŜŀƭǘƘȅ ŎƭƻƴŜŘ ŀƴƛƳŀƭǎ ǘƻ ŎƭƛŜƴǘǎέ 

 

Growth pace for Eurozone business at 4 ½ year high ς Pg. 3 

- The continuing defalationary pressures are likely to reinforce expectations that the ECB will 

unveil further monetary stimulus at tis next meeting on December 3 ς which takes place just 

weeks before a Federal Reserve vote on where US policymakers are expected to raise 

interest rates 

 

Dollar edges towards 12-year highs as investors assess policy outlook ς Pg. 21 



- {ǘƻŎƪǎ ƳƻǾŜŘ ƘƛƎƘŜǊ ƛƴ bŜǿ ¸ƻǊƪΣ ƘƻƭŘƛƴƎ ƭŀǎǘ ǿŜŜƪΩǎ ƎŀƛƴǎΣ ǿƘƛƭŜ ǘƘŜ ¦{ ŘƻƭƭŀǊ ƛƴŎƘŜŘ 

towards 12-year highs as investors continued to assess the outlook for global monetary 

policy 

- Brent crude was up 1.6% to $45Φоф ŀ ōŀǊǊŜƭ ΧΦ 

- The euro struggled, down 0.3% to $1.0606, flirting with seven-month lows 

 

Liquidity deteriorates for US Treasuries ς Pg 22 

- ¢ǊŀŘƛƴƎ ƛƴ ǘƘŜ ǿƻǊƭŘΩǎ ōƛƎƎŜǎǘ ƎƻǾŜǊƴƳŜƴǘ ōƻƴŘ ƳŀǊƪŜǘ Ƙŀǎ ōŜŎƻƳŜ ƛƴŎǊŜŀǎƛƴƎƭȅ 

challenging as the large banks that support transactions focus on slimming down their 

balance sheets 

- As dealers step back from facilitating the buying and selling of US Treasury debt, an 

important measure of market liquidity has deteriorated sharply and plumbed a level not 

seen since the bond rout of 2013, when investors anticipated that the Federal Reserve 

would start tapering its quantitative easing policy 

- That relationship has been exacerbated by foreign central banks selling holdings of older 

Treasuries as they support their currencies against the dollar 

 

Answer: Autumn 1621 and included 50 Pilgrims and 90 Wampanoag Indians and lasted three days.   

 

23 November 2015 

 

Question: Why is there so little financial news? 

 

Euro corporate debt issuance on a high ς Pg. 16 

- Corporate investment grade bond issuance in euros is heading for the highest annual level 

since 2009 as companies scramble to sell debt ahead of the expected launch of a second 

round of quantitative easing by the ECB 

- In the first half of the year, US companies were big issuers in euro debt ς known as reverse 

Yankee bonds ς as diverging monetary policy encouraged these US groups to lock in lower 

ōƻǊǊƻǿƛƴƎ Ŏƻǎǘǎ ƛƴ 9ǳǊƻǇŜ ŀŦǘŜǊ ǘƘŜ 9/.Ωǎ ƭŀǳƴŎƘ ƻŦ v9 ƛƴ aŀǊŎƘΦ  !ƴŘ ǘƘŜ ¦{ aϧ! ōƻƻƳ 

created a need for cheap funding 

- The average duration of bonds issued by companies in euros has risen to more than five 

years.  This is the longest average duration, which is similar to maturity, since the late 1990s, 

όtǊƻŦ bƻǘŜΥ bh¢ ǘǊǳŜΧŘǳǊŀǘƛƻƴ ŘƻŜǎ ƴƻǘ Ŝǉǳŀƭ ƳŀǘǳǊƛǘȅ ōǳǘ ŦƻǊ ȊŜǊƻ ŎƻǳǇƻƴ ōƻƴŘǎΧǘƘƛǎ 

time the FT is not correct (though I HIGHLY respect this publication)) 

 

Answer: The FT is dominated with Paris and other social issues.  My prayers go out to the Parisians and 

everyone involved. 

 

21 November 2015 

 

Question: What is the 10-year Treasury rate? 

 

Draghi signals Eurozone stimulus ς Pg. 1 



- ¢ƘŜ 9/. ǇǊŜǎƛŘŜƴǘ ǎŀƛŘ ȅŜǎǘŜǊŘŀȅ ǘƘŀǘ 9/. ǇƻƭƛŎȅƳŀƪŜǊǎ ǿƻǳƭŘ άŘƻ ǿƘŀǘ ǿŜ Ƴǳǎǘ ǘƻ ǊŀƛǎŜ 

ƛƴŦƭŀǘƛƻƴ ŀǎ ǉǳƛŎƪƭȅ ŀǎ ǇƻǎǎƛōƭŜέΦ   

- The ECB is widely expected to unleash a souped-up version of its 1.1tn (euro) quantitative 

easing package and consider cutting on of its benchmark rates deeper into negative territory 

 

Starwood deal opens door to 1m rooms for Marriott ς Pg. 11 

- Marriott International surprised the hotel industry on Monday by announcing a $12.2bn 

deal to acquire StarwooŘ IƻǘŜƭǎ ϧ wŜǎƻǊǘǎΣ ŀ ƳƻǾŜ ǘƘŀǘ ǿƛƭƭ ŎǊŜŀǘŜ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƘƻǘŜƭ 

company by number of rooms 

- Starwood had been on the market since conducting a strategic review in April, but Marriott 

had previously suggested it was not interested in a tie-up.  Instead, Hyatt Intercontinental 

Hotel Group and Chinese bidders were linked with a deal 

- The acquisition, which is set to complete in the middle of next year, will create a company 

with a portfolio of 1.1m rooms in more than 5,500 hotels around the world, including the 

upscale lifestyle brands for which Starwood is best known 

- It is the most significant deal in the hotel sector since buyout group Blackstone struck a 

$26bn deal to take Hilton Hotels private in 2007 

 

wƻǳōƭŜΩǎ ǊƛǎŜǎ ŀǎ wǳǎǎƛŀΩǎ ǎǘŀƴŘƛƴƎ ƎǊƻǿǎ ς Pg. 13 

- The rouble enjoyed a strong rally over the course of a week that saw a marked shift in 

wǳǎǎƛŀΩǎ ǎǘŀƴŘƛƴƎ ƻƴ ǘƘŜ ǿƻǊƭŘ ǎǘŀƎŜΣ ŦǳŜƭƛƴƎ ŘŜōŀǘŜ ŀōƻǳǘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŀōƛƭƛǘȅ ǘƻ ƻǾŜǊŎƻƳŜ 

its longstanding political and economic problems 

- While the rouble is down 17% since the start of the year, it is more than 10% off the Rbs71.6 

mark it hit at the end of August, its second-lowest level of 2015 

- One upshot of rouble weakness, he added, was that it lowered the number of barrels of oil 

that Russian producers needed to break even 

 

Answer: 2.264% 

 

20 November 2015 

 

Question: What is the current spot price of gold (AU)? 

 

ECB looked at further stimulus in October ς Pg. 2 

- 9ǳǊƻȊƻƴŜ ǇƻƭƛŎȅƳŀƪŜǊǎ ƳƻƻǘŜŘ ǊŀƳǇƛƴƎ ǳǇ ǘƘŜƛǊ ƳƻƴŜǘŀǊȅ ǎǘƛƳǳƭǳǎ ŀǎ ŜŀǊƭȅ ŀǎ hŎǘƻōŜǊΣ Χ 

- The ECB is expected to unleash an enhanced version of its 1.1tn (euro) quantitative easing 

package and will consider cutting one of its benchmark interest rates deeper into negative 

territory in its early December vote 

 

BoJ monetary policy on hold despite technical recession ς Pg. 2 

- The Bank of Japan kept monetary policy on hold despite the economy entertaining a 

technical recession recession as it continued to ague the recovery is on track 



- WŀǇŀƴΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ ǎŀƛŘ ƛǘ ǿƛƭƭ ƪŜŜǇ ōǳȅƛƴƎ ƎƻǾŜǊƴƳŜƴǘ ōƻƴŘǎ ŀǘ ŀ ǇŀŎŜ ƻŦ ¸у0tn a year in 

an effort tot drive down long-term interest rates, even as it noted weakness in some 

measures of public inflation expectations 

 

Brazilian inflation surge adds to economic and political crisis ς Pg. 3 

- Brazilian inflation has risen to its highest level in 12 years, adding to negative data and 

underlining the mounting challenges that face the government as it struggles to steer the 

country through a deepening economic and political crisis 

- Inflation in the year to November 15 was 10.28%... 

- The govŜǊƴƳŜƴǘΩǎ Ƴŀƛƴ ǇǊƻōƭŜƳ ƛǎ ŦƛǎŎŀƭΦ   

- With government spending out of control ς and with more than 90% of public spending 

ƳŀƴŘŀǘŜŘ ōȅ .ǊŀȊƛƭΩǎ Ŏƻƴǎǘƛǘǳǘƛƻƴ ς the public accounts have sunk deep into the red 

- Government debt, internal and external, is equal to 66% of GDP and rising 

 

{ǘƻŎƪǎ ǳƴŦŀȊŜŘ ōȅ CŜŘ ΨƭƛŦǘ-ƻŦŦΩ ŎƘŀǘǘŜǊ ŀǎ ǘƘŜ ŘƻƭƭŀǊ ŜŀǎŜǎ ōŀŎƪ ς Pg. 21 

- 9ǳǊƻǇŜŀƴ ǎǘƻŎƪǎ ǊƻǎŜ ŀƴŘ ²ŀƭƭ {ǘǊŜŜǘ ƘŜƭŘ ǘƘŜ ōǳƭƪ ƻŦ ǇǊŜǾƛƻǳǎ ǎŜǎǎƛƻƴΩǎ ǎǘǊƻƴƎ Ǝŀƛƴǎ ŜǾŜƴ 

as expectations grew that the Federal Reserve would raise interest rates next month for the 

first time in nearly a decade 

- ¢ƘŜ ŜǳǊƻ ŦƛǊƳŜŘ ŜǾŜƴ ǘƘƻǳƎƘ ǘƘŜ ƳƛƴǳǘŜǎ ƻŦ ǘƘŜ 9/.Ωǎ ƭŀǘŜǎǘ ǇƻƭƛŎȅ ƳŜŜǘƛƴƎ ǎƛƎƴŀƭŜŘ ǘƘŀǘ 

further policy easing was a strong possibility next month 

- Χ¦{ Ŝǉǳƛǘȅ ōŜƴŎƘƳŀǊƪ ŀōƻǳǘ нΦп҈ ǎƘƻǊǘ ƻŦ ǘƘŜ ǊŜŎƻǊŘ ƛƴtraday high of 2,134.72 reached in 

May, after a near-10% rally from the end of September 

 

Saudi Arabia seeks to quell oil supply fears ς Pg. 22 

- Prices are languishing near $40 a barrel and showing little sign of recovering, despite major 

oil companies slashing billions of dollar in investment already this year 

 

Answer: $1,080 

 

19 November 2015 

 

Question: Who once said all values are anticipations of the future? 

 

Fed door open to December move if data improvement continues ς Pg. 1 

- Most members of the US ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ǊŀǘŜ-setting body said at their October meeting that 

conditions for an increase in short-ǘŜǊƳ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ άŎƻǳƭŘ ǿŜƭƭ ōŜ ƳŜǘέ ōȅ 5ŜŎŜƳōŜǊΣ ŀǎ 

the central bank prepares for the possibility for the first upward move since 2006 

- There are concerns that US companies have borrowed too aggressively in recent years to 

buy rivals or their own shares, and corporate debt has come under pressure as the Fed has 

moved closer to interest rate lift-off 

- US corporate bond issuance has already smashed past lŀǎǘ ȅŜŀǊΩǎ ǊŜŎƻǊŘ ŀƴŘ ƛǎ ŎƭƻǎŜ ǘƻ 

ǎǳǊǇŀǎǎƛƴƎ Ϸмǘƴ ŦƻǊ ǘƘŜ ȅŜŀǊΧ 



- Interest rate futures imply that there is a 68% chance that the Fed will vote to tighten 

ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅ ǿƘŜƴ ƛǘ ƳŜŜǘǎ ƛƴ 5ŜŎŜƳōŜǊΧΦǘƘŜ ǘǿƻ-year Treasury yield has climbed to 

0.88% as investors begin to price that in.  It was just 0.55% in mid-October 

 

²ƻƳŀƴΩǎ Ǉŀȅ ƭŀƎǎ мл ȅŜŀǊǎ ōŜƘƛƴŘ ƳŜƴΩǎ ς Pg. 2 

- ΧΦƳƻǊŜ ǿƻƳŀƴ ǘƘŀƴ ƳŜƴ ŀǊŜ ŜƴǊƻƭƭƛƴƎ ƛƴ ǳƴƛǾŜǊǎƛǘȅ ƛƴ фт ŎƻǳƴǘǊƛŜǎΣ ǿƻƳŜƴ ƳŀƪŜ ǳǇ ǘƘŜ 

majority of skilled workers in only 68 countries and the majority of leaders ς legislators, 

senior officials and managers ς in only four 

 

ECB ready to delve deeper into negative rates ς Pg. 2 

- The ECB is willing to break an earlier promise to delve deeper into the world of negative 

interest rates.  

- A move deeper into negative territory, which would raise the cost imposed on lenders who 

ƭŜŀǾŜ ǘƘŜƛǊ ŀŎŎƻǳƴǘǎ ŀǘ ǘƘŜ ŜǳǊƻȊƻƴŜΩǎ ƳƻƴŜǘŀǊȅ ƎǳŀǊŘƛŀƴ ƛƴ ǘƘŜ ōƭŀŎƪΣ ŎƻǳƭŘ ŎƻƳŜ ŀǎ ǎƻƻƴ 

as December 3 

- A move is seen as one of the most effective means to weaken the euro against the dollar, as 

the US Federal Reserve is expected to raise its benchmark rate next month 

- The concept of charging savers spooks people.  But negative interest rates have long been a 

feature of economic theory 

- Though negative nominal rates are still a novelty, real interest rates ς which discount for 

inflation ς have strayed below zero since the early years of the financial crisis when price 

pressures across economies were higher 

 

Economists warn of budget cut threat to US jobs data ς Pg. 3 

- Senior economists from around the US have warned against further cuts to the budget of 

ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƭŀōƻǳǊ ǎǘŀǘƛǎǘƛŎǎ ŀƎŜƴŎȅ ŀƳƛŘ ŎƻƴŎŜǊƴǎ ŀōƻǳǘ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ǊŜŘǳŎǘƛƻƴǎ ƻƴ ƛǘǎ 

ŀōƛƭƛǘȅ ǘƻ ƳŜŀǎǳǊŜ ŀƴŘ ǘǊŀŎƪ ŘŜǾŜƭƻǇƳŜƴǘǎ ƛƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǊŀǇƛŘƭȅ ŜǾƻƭǾƛƴƎ Ƨƻōǎ ƳŀǊƪŜǘ 

 

Germany sells debt at record low yield ς Pg. 22 

- Germany sold two-year government debt at a record low yield of minus 0.38% yesterday, 

reflecting expectations of further monetary easing for the Eurozone next month 

- The policy-sensitivfe two-year bond offers a coupon of zero, meaning investors in effect pay 

to own it to maturity.  About 10 eurozone countries have two-year debt at negative yields, 

and investors expect the ECB to cut the rate it pays on overnight deposits from minus 0.2% 

further into negative territory 

 

Gold hits five-year low despite Paris tensions ς Pg. 22 

- The metal, which is traditionally bought during times of uncertainty, reached $1,064.95 a 

ǘǊƻȅ ƻǳƴŎŜΧΦƛǘ ƛǎ Řƻǿƴ сΦр҈ ǘƘƛǎ ƳƻƴǘƘ 

- Gold investors are more focused on prospects for a rise in US interest rates in December, 

seen as a negative influence for the metal as it provides no yield 

- US inflation figures for October on Tuesday added to fears, showing a rise in consumer 

prices, reinforcing expectations of a U policy shift next month 

 



Answer: Justice Oliver Wendall Holmes 

 

18 November 2015 

 

Question: What is the occupancy of the Four Seasons Nevis? 

 

China lands $15bn deal to finance and build two nuclear plants for Argentina ς Pg. 1 

- ΧǳƴŘŜǊƭƛƴƛƴƎ .ŜƛƧƛƴƎΩǎ ŎƻƴǘƛƴǳŜŘ ǇǊŜǎŜƴŎŜ ƛƴ [ŀǘƛƴ !ƳŜǊƛŎŀ ŘŜǎǇƛǘŜ ƛǘǎ slowing economy 

- The deal comes as China pushes to export homegrown atomic technology, often by offering 

cheap technology and generous financing 

- ¢ƘŜ ŦƛǊǎǘ Ǉƭŀƴ ǿƛƭƭ Ŏƻǎǘ ŀōƻǳǘ Ϸсōƴ ŀƴŘ ǳǎŜ /ŀƴŀŘƛŀƴ ά/ŀƴŘǳέ ƴǳŎƭŜŀǊ ǘŜŎƘƴƻƭƻƎȅΦ  ¢ƘŜ 

ǎŜŎƻƴŘ ǿƛƭƭ ǳǎŜ /ƘƛƴŀΩǎ Ƙƻmegrown Hualong One reactor, which Beijing is promoting for 

export 

 

Walmart warns of slowing US growth ς Pg. 13 

- ²ŀƭƳŀǊǘ ŜȄǇŜŎǘǎ ¦{ ǎŀƭŜǎ ƎǊƻǿǘƘ ǘƻ ǎƭƻǿ ǘƻ м҈ ƛƴ ǘƘŜ ŦƻǳǊǘƘ ǉǳŀǊǘŜǊΣ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ 

retailer warned yesterday that food price inflation would be low and the boost in demand 

from lower fuel prices would diminish 

- Along with competitors such as Target, Walmart launched its holiday season promotions this 

ƳƻƴǘƘΣ Χ 

- Expectations for a slower fourth quarter come as Walmart said that its thirdquarter profit 

had dropped as it continued to invest in stores and staff, and as it was hurt by slower 

international markets and growth in online sales 

 

Fall in battery costs offers hope for grids ς Pg. 15 

- The cost of batteries is falling to the point that they are becoming a viable option for uses 

ǎǳŎƘ ŀǎ ǎǳǇǇƻǊǘƛƴƎ ǘƘŜ ǎǘŀōƛƭƛǘȅ ƻŦ ǇƻǿŜǊ ƎǊƛŘǎΣ Χ 

- Electricity storage has been prohibitively expensive, but its emergence at an economically 

viable cost should ensure more use of wind and solar power, which are not always available 

- New electricity storage added to the grid to support wind and solar power is likely to grow 

60-ŦƻƭŘ ŦǊƻƳ мфс ƳŜƎŀǿŀǘǘǎ ƻŦ ŎŀǇŀŎƛǘȅ ǘƘƛǎ ȅŜŀǊ ǘƻ мнΣтллa² ƛƴ нлнрΣΧ 

 

Dollar rises in hawkish run-up to Fed minutes ς Pg. 22 

- The dollar pushed towŀǊŘǎ ǘƘƛǎ ȅŜŀǊΩǎ ǇŜŀƪ ȅŜǎǘŜǊŘŀȅΣ ǇǊƻƳǇǘƛƴƎ ŀƴŀƭȅǎǘǎ ǘƻ ŜƴǘŜǊǘŀƛƴ ǘƘŜ 

prospect of further strength as the divergence between US and Eurozone interest rates and 

monetary policy dominated the currency market 

- ΧŜǳǊƻ ōǊŜŀŎƘŜŘ ϷмΦлт ƻƴ aƻƴŘŀȅΧΦ 

 

Answer: 45% and they have 196 rooms and 45 villas.  The cheapest room today is $600 with taxes/night 

and $2500/night for villas. No private jets have been parked at the airport. 

 

17 November 2015 

 

Question: How much did I pay for 3 lbs of Mahi on Nevis? 



 

ECB officials warn of economic fallout ς Pg. 4 

- 9ǳǊƻǇŜΩǎ ŦǊŀƎƛƭŜ ŜŎƻƴƻƳȅ ƳƛƎƘǘ ǎǘǊǳƎƎƭŜ ŦƻƭƭƻǿƛƴƎ ǘƘŜ ǘŜǊǊƻǊƛǎǘ ŀǘǘŀŎƪ ƻƴ tŀǊƛǎΣ ΧŦŜŀǊƛƴƎ ǘƘŜ 

ǎƘƻƻǘƛƴƎǎ ǿƻǳƭŘ άŎƻƳǇƻǳƴŘέ ǘƘŜ ŘƛŦŦƛŎǳƭǘƛŜǎ ǘƘŜ 9ǳǊƻȊƻƴŜ ŀƭǊŜŀŘȅ ŦŀŎŜŘ 

- The French stock market index, the CAC 40, was fractionally down having recovered from a 

1% drop at its opening 

- Most economists, however, thought the impact of the attacks would be limited and cited 

the 2004 and 2005 bomb attacks in Madrid and London as evidence that households were 

resilient in the face of an intensified security threat 

 

Abe suffers blow as japan falls back into recession ς Pg. 6 

- Japan is back in recession after its economy shrank at a worse than expected annualized 

rate of 0.8% in the third quarter 

- Although there is little sign of the economy entering a downward spiral ς WŀǇŀƴΩǎ ŘŜŎƭƛƴƛƴƎ 

population means it is always close to recession ς the contraction does point to sluggish 

underlying demand 

- Companies running down inventories, rather than building up stocks, knocked 2.1% off 

annualized growth.  That more than offset a strong contribution of 1.2% from consumption 

and 0.4% from net exports 

 

Fed confident stability risks are contained ς Pg. 7 

- With the US economy gathering momentum and joblessness heading below 5% - compared 

with its 10% crisis-era high ς those financial stability questions are taking on greater 

prominence, even as the threat of inflation remains subdued 

- Janet Yellen, the Fed Chair, cited financial stability in a key September speech, when she 

argued that continuing to hold short-term interest rates at zero well after the economy has 

ǊŜǘǳǊƴŜŘ ǘƻ ƴƻǊƳŀƭ ƭŜǾŜƭǎ ŎƻǳƭŘ ŜƴŎƻǳǊŀƎŜ άŜȄŎŜǎǎƛǾŜ ƭŜǾŜǊŀƎŜ ŀƴŘ ƻǘƘŜǊ ŦƻǊƳǎ ƻŦ 

inappropriate risk-ǘŀƪƛƴƎέ 

- Such concerns may have helped convince the Fed that a rate rise could be merited in 

December.  But they have by no means swung in favour of a sharp tightening of monetary 

policy 

- Exuberance has been rising in commercial property, where values have surged to record 

highs in some regions and sectors, with pries of apartment blocks leading the upward 

charge 

- And in the realm of corporate lending, a joint report into mayor syndicated loans released 

this month by the Fed, the FDIC and the Office of the Comptroller of the Currency noted a 

άǎƛƎƴƛŦƛŎŀƴǘ ƛƴŎǊŜŀǎŜ ƛƴ ƭŜǾŜǊŀƎŜŘ ƭŜƴŘƛƴƎ ǾƻƭǳƳŜǎ ŀƴŘ ŎƻƴǘƛƴǳŜŘ ƭƻƻǎŜ ǳƴŘerwriting, as 

ŜǾƛŘŜƴŎŜŘ ōȅ ǿŜŀƪ ŎŀǇƛǘŀƭ ǎǘǊǳŎǘǳǊŜǎ ŀƴŘ ǇǊƻǾƛǎƛƻƴǎ ǘƘŀǘ ƭƛƳƛǘ ǘƘŜ ƭŜƴŘŜǊǎΩ ŀōƛƭƛǘȅ ǘƻ ƳŀƴŀƎŜ 

Ǌƛǎƪέ 

 

Deeper in the red ς Pg. 9 

- By some estimates, $7tn of QE dollars have flowed into emerging markets since the Fed 

began buying bonds in 2008 



- The Fed has run four QE programmes, printing money under the last one at a rate of $85bn 

a month.  Western central banks have created about $8tn since 2008 

- There are two main routes by which QE money reached emerging markets.  One involved 

the Fed buying US Treasury bonds from savers such as pension funds, which hold them as 

long-term super-safe investments with unexciting but reliable yields.  By doing so, the Fed 

drove bond prices up and yields down, sending savers in search of higher yields ς such as 

mutual funds buying corporate and emerging market debt 

- Another route involved the Fed buying Treasuries from commercial banks, which ς again, to 

replace the yield they lost by swapping Treasuries for cash ς loaned the proceeds to hedge 

funds and other investors.  Hedge funds and so-called leveraged funds often used these 

loans to buy money-market instruments in the Singapore dollar, Philipine peso or Brazilian 

ǊŜŀƭΣ Χ 

- Between 2009 and 2014, when the Fed generated some $4tn in QE, credit provided 

overseas in US dƻƭƭŀǊǎ ǘƘǊƻǳƎƘ ōŀƴƪ ƭƻŀƴǎ ŀƴŘ ōƻƴŘǎ Ƙƛǘ ϷфǘƴΣ Χ 

- Enter the Shadow Banks 

- Lending conditions worsen 

 

Answer: $11 USD  

 

16 November 2015 

 

Question: What unit of comparison could be used in valuing a golf course? 

 

Boston Fed chief queries pace of rate rises ς Pg. 5 

- A senior US policymaker has raised concerns about the pace of growth in the commercial 

property sector and risk-taking in parts of corporate lending, saying that if trends in those 

markets were to continue unabated, they could become an argument for a somewhat 

quicker pace of interest rate increases 

- The Fed has been sending strong signals that it is preparing to increase short-term rates next 

month 

- As the US got closer to its goals on employment and inflation, the risks associated with a 

άǊŜŀŎƘ ŦƻǊ ȅƛŜƭŘέ ŀƴŘ ƘƛƎƘŜǊ Ǌƛǎƪ-taking by households and firms loom as a bigger 

ŎƻƴǎƛŘŜǊŀǘƛƻƴΣΧ 

- ¢ƘŜ άǇǊƛƳŀǊȅ ŦƻŎǳǎέ ŦƻǊ ǘƘŜ CŜŘ ŀƴŘ ŎŜƴǘǊŀƭ ōŀƴƪǎ ƛƴ Ƴŀƴȅ ƻǘƘŜǊ ŀŘǾŀƴŎŜŘ ŜŎƻƴƻƳƛŜǎ ƻǾŜǊ 

ǘƘŜ ŎƻƳƛƴƎ ȅŜŀǊ ǎƘƻǳƭŘ ōŜ ǘƻ ƎŜǘ ǊŀǘŜǎ ŀǿŀȅ ŦǊƻƳ ȊŜǊƻΣ Χ 

 

China economy fears ease after capital inflows boost ς Pg. 6 

- Capital flowed into China last month for the first time since an unexpected currency 

devaluation in August shook investor confidence in the economy, easing fears over financial 

stability following an unprecedented bout of outflows 

- hǳǘŦƭƻǿǎ ŀŎŎŜƭŜǊŀǘŜŘ ŦƻƭƭƻǿƛƴƎ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ǳƴŜȄǇŜŎǘŜŘ ƳƻǾŜ ƛƴ !ǳƎǳǎǘ ǘƻ ƭŜǘ ǘƘŜ 

renminbi weaken and the main stock index fell more than 40% beginning in late June 

 

How a little nudge can lead to better decisions ς Pg. 12 



- Χ/ƘƛŎŀƎƻ .ƻƻǘƘ ǇǊofessor, and one of the fathers of nudge theory, which describes how 

small interventions in the environment or incentives can encourage people to make better 

decisions 

- Yet in those three words Professor Thaler encapsulates some of the biggest concerns of 

cǊƛǘƛŎǎ ƻŦ ƴǳŘƎŜ ǘƘŜƻǊȅΥ ǘƘŀǘ ǘƘƛǎ ŀǊŜŀ ƻŦ ōŜƘŀǾƛƻǊŀƭ ŜŎƻƴƻƳƛŎǎΣ ƻŦ ǿƘƛŎƘ άƴǳŘƎƛƴƎέ ƛǎ ƻƴŜ 

element, can be used to manipulate people to their detriment as well as their benefit 

- ΧǘƘƛǎ ŘƛǎŎƛǇƭƛƴŜ ƻŦ ōŜƘŀǾƛƻǳǊŀƭ ŜŎƻƴƻƳƛŎǎΣ ǿƘƛŎƘ ōǊƛƴƎǎ ǘƻƎŜǘƘŜǊ ǎŎƘƻƭŀǊǎ ŦǊƻƳ Ǉsychology 

and sociology as well as business and economics, is proving to be one of the hottest 

propositions in business education 

- The most cited example of nudge in practice is arguably the UK workplace pensions scheme, 

or Nest, which automatically enrolls employees in a workplace pension yet gives them the 

opportunity to opt out.  This result in a greater take-up than if employees were required to 

opt in, which takes more time and effort 

 

Answer: Selling point of similar courses on a per hole basis and/or per acre basis. 

 

14 November 2015 

 

Question: If you see lightning and count less than 30 seconds between hearing the thunder, how close 

are you to the storm? 

 

Oil inventories swell to record high ς Pg. 1 

- Oil inventories have swelled to the highest level on record as crude producers intensify the 

ōŀǘǘƭŜ ŦƻǊ ƳŀǊƪŜǘ ǎƘŀǊŜΣ ǇǳǘǘƛƴƎ ǳƴǇǊŜŎŜŘŜƴǘŜŘ ǎǘǊŀƛƴ ƻƴ ǘƘŜ ǿƻǊƭŘΩǎ ŜƴŜǊƎȅ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ 

- Opec production is running above its formal ceiling of 30m b/d as Iraq and Saudi Arabia have 

raised output to near record levels.  At the same time, Russia is pumping oil at post-Soviet 

era highs as it fights for customers in Europe and Asia 

- The IEA said global oil supplies breached 97m b/d in October, 2m b/d more than a year ago, 

with two-thirds of the rise coming from Opec producers 

 

Mortgage market set for shake-up as peer-to-peer lenders plan to move in ς Pg. 1 

- House-hunters will soon be arranging more mortgages through online peer-to-peer 

platforms as the new breed of marketplace lenders branches out from unsecured consumer 

credit into areas such as car and home loans 

- ΧƳŀǊƪŜǘǇƭŀŎŜ ƭŜƴŘŜǊǎ ǎǘƛƭƭ ƻƴƭȅ ŀŎŎƻǳƴǘŜŘ ŦƻǊ мΦм҈ ƻŦ ŀƭƭ ƴŜǿ ǳƴǎŜŎǳǊŜŘ ŎƻƴǎǳƳŜǊ ŎǊŜŘƛǘ ƛƴ 

ǘƘŜ ¦{ ƭŀǎǘ ȅŜŀǊΧ 

 

Slow Eurozone growth hits recovery hopes ς Pg. 4 

- The Eurozone economy grew by a lackluster 0.3% between the second and third quarters, 

dashing hopes of a stronger recovery and raising the prospect of more aggressive monetary 

easing from the ECB 

- Growth in the largest economy, Germany, slowed between the second and third quarters on 

the back of weaker foreign trade, expanding 0.3%, in line with expectations but down from 

0.4% in the previous quarter 



 

Answer: You are within six miles of the storm. 

 

13 November 2015 

 

Question: If you hear thunder, how close are you to the storm? 

 

Influential VW shareholder demands ousting of new leaders for outsiders ς Pg. 1 

- hƴŜ ƻŦ DŜǊƳŀƴȅΩǎ ƭŜŀŘƛƴƎ ƛƴǾŜǎǘƻǊǎ Ƙŀǎ ŎŀƭƭŜŘ ŦƻǊ ±ƻƭƪǎǿŀƎŜƴ ǘƻ ǊŜǇƭŀŎŜ ƛǘǎ ƴŜǿ ŎƘƛŜŦ 

executive and chairman, saying only outside leadership can restore trust in the scandal-hit 

carmaker 

- bŜǿ ŎƘŀƛǊƳŀƴ ΧƘŀŘ been finance director for more than a decade 

- VW shares have fallen 70% since US regulators accused the group of cheating on emissions 

tests 

 

Gold touches 5-year low on Fed ride ς Pg. 20 

- Gold dropped to its lowest in five years yesterday in volatile trading before rebounding 

sharply, as the market eyes a rate rise by the US Federal Reserve 

- {Ǉƻǘ ƎƻƭŘ Ƙƛǘ ϷмΣлтпΦнс ŀ ǘǊƻȅ ƻǳƴŎŜ ƛƴ ŜŀǊƭȅ ŀŦǘŜǊƴƻƻƴ ǘǊŀŘƛƴƎΧΦ 

- Strong US jobs data last week increased the certainty that the Fed would indeed raise 

interest rates this year, which is likely to be bad for gold 

- wŜǘŀƛƭ ƛƴǾŜǎǘƻǊǎ ƘŀŘ ŘǊƛǾŜƴ ŀ ǎǳǊƎŜ ƛƴ ŘŜƳŀƴŘ ŦƻǊ ƎƻƭŘ ōŀǊǎ ŀƴŘ Ŏƻƛƴǎ ƛƴ ǘƘŜ ǘƘƛǊŘ ǉǳŀǊǘŜǊΣ Χ 

 

Oil falls below $45 as crisis glut is exceeded ς Pg. 22 

- Oil fell below $45 a barrel for the first time in three months after Opec said the oil overhang 

had grown even bigger than during the financial crisis 

 

Answer: 10 miles from storm and can be struck by lightening 

 

12 November 2015 

 

Question: What causes Thurder? 

 

Class Apart: Big tech takes over as MBA graduates shun banking careers ς Pg. 1 

- DǊŀŘǳŀǘŜǎ ŦǊƻƳ ǘƘŜ ǿƻǊƭŘΩǎ ǘƻǇ мл ōǳǎƛƴŜǎǎ ǎŎƘƻƻƭǎ ŀǊŜ пл҈ ƭŜǎǎ ƭƛƪŜƭȅ ǘƻ ŎƘƻƻǎŜ ŀ ŎŀǊŜŜǊ ƛƴ 

banking than they were before the multibillion-dollar losses, trading scandals and shrinking 

pay packets of the past few years 

- ²ŀƭƭ {ǘǊŜŜǘΩǎ biggest banks, including Goldman Sachs and JPMorgan, have been displaced by 

tech companies such as Amazon and Google as graduates shun the insecurity and long hours 

of finance in favour of more entrepreneurial professions, or employers such as the 

consultancy McKinsey 

- The fall in the popularity of banking has also outstripped that of the overall financial sector, 

which includes insurance and fund management, whose appeal has fallen by 23% 

 



/ƘƛƴŀΩǎ ǎƘƻǇǇŜǊǎ ǘŀƪŜ ǳǇ ǎƭŀŎƪ ŀǎ Ǉŀƛƴ ŘŜŜǇŜƴǎ ŦƻǊ ƻƭŘ ŜŎƻƴƻƳȅ ς Pg. 2 

- /ƘƛƴŀΩǎ ŎƻƴǎǳƳŜǊǎ ŀǊŜ ƎǊŀŘǳŀƭƭȅ ǇƛŎƪƛƴƎ ǳǇ ǘƘŜ ōŀǘƻƴ ŦǊƻƳ ǘƘŜ ǘǊŀŘƛǘƛƻƴŀƭ ŜŎƻƴƻƳƛŎ ŜƴƎƛƴŜǎ 

ƻŦ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŀƴŘ ǊŜŀƭ ŜǎǘŀǘŜΣ Χ 

- The slowdown of factory activity and construction pushed Chinses GDP to its lowest annual 

pace since 2009 in the third quarǘŜǊ ŀǘ сΦф҈Σ Χ 

- Urban fixed-asset investment grew at an annual rate of 10.2% in the first 10 months of the 

year, the slowest pace since 2000 and the 17th ǎǘǊŀƛƎƘǘ ƳƻƴǘƘ ƻŦ ŘŜŎƭƛƴŜǎΣΧ 

- Property was the biggest drag on fixed-asset investment, with real investment dipping to 

2%, the slowest pace since data began in 2004.  Home sales and prices have crept higher in 

recent months following a year of declines, but developers are delaying new construction in 

the face of unsold inventory gluts 

 

ECB renews drive to harmonise bank rules ς Pg. 4 

- The ECB has made a fresh push to level the playing field for lenders in the single currency 

ŀǊŜŀΣ ǳƴǾŜƛƭƛƴƎ ŀ ǇǊƻǇƻǎŀƭ ǘƻ ƘŀƳƳŜǊ ƻǳǘ ōƛƎ ŘƛŦŦŜǊŜƴŎŜǎ ƛƴ ōŀƴƪƛƴƎ ǊǳƭŜǎ ŀŎǊƻǎǎ ǘƘŜ ǊŜƎƛƻƴΩǎ 

19 member states 

- hƴŜ ƻŦ ǘƘŜ 9/.Ωǎ ōƛƎƎŜǎǘ Ŧocuses will be capital requirement.  At present, there are about 

150 national variances across the Eurozone in how the safest quality of capital is defined.  

- The new proposal targets one of the most controversial aspects of banking regulation in 

Europe: the inclusion in some member states of deferred tax assets in the basket of 

instruments that can count as capital 

- DTAs are created when banks make losses they can later offset against tax 

- Under new international standards, known as Basel III, banks must hold capital with a value 

of 7% of their riskier assets from 2019 to protect them from collapse during periods of 

financial turmoil 

 

Singles Day in China racks up $14.3bn sales ς Pg. 14 

- Singles Day is the biggest shopping frenzy in the global calendar 

- The $5bn of sales recorded in the first 90 minutes yesterday by Chinese ecommerce group 

!ƭƛōŀōŀΧ 

 

Fixed-income employees set to earn 4% less than last year ς Pg. 17 

- Bond traders are set to miss out on a general trend of modest pay rises for bankers this 

ȅŜŀǊΣ Χ 

- In cash equities, however, total pay is set to rise by 7%, while equity derivatives staff are set 

to pick up 11% more than last year.  In investment banking and wealth management, too, 

average pay is set to rise by 5% and 6%, respectively 

 

US corporate yields close to 2013 peak ς Pg. 20 

- Yields on lower-quality US investment-grade corporate debt have risen to their highest level 

since the market rout of 2013, as investors demand a higher premium for owning bonds sold 

by companies 

- Ahead of the Federal Reserve shifting borrowing costs higher as early as next month, 

investors are increasingly discerning about companies with lower investment-grade ratings 



- Companies have issued record amounts of debt across US capital markets this year, with the 

expectation of ŦǳǊǘƘŜǊ ŘŜŀƭǎ ŀƘŜŀŘ ƻŦ ǘƘŜ CŜŘΩǎ ǇƻƭƛŎȅ ƳŜŜǘƛƴƎ ƴŜȄǘ ƳƻƴǘƘ 

 

Answer: Rapid expansion of heated air. 

 

11 November 2015 

 

Question: Is it legal for a business or anyone to provide an incentive to vote in the U.S.? 

 

Warren attacks Dodd-Frank rollback ς Pg. 4 

- The repeal of part of the Dodd-Frank financial reforms has left big US banks holding $10tn of 

άǊƛǎƪȅέ ŘŜǊƛǾŀǘƛǾŜǎ ǘǊŀŘŜǎ ƻƴ ǘƘŜƛǊ ōƻƻƪǎΣ Χ 

- The rollback of the relevant rule, which followed almost no congressional debate, prompted 

stringing criticism of Wall Street and of the perceived influence of bank lobbyists on Capital 

Hill 

- ¢ƘŜ ǊǳƭŜ ǿƻǳƭŘ ƘŀǾŜ ǊŜǉǳƛǊŜŘ ōŀƴƪǎ ǘƻ άǇǳǎƘ ƻǳǘέ ǎǿŀǇǎ ǘǊŀŘŜǎ ǘƻ ŜƴǘƛǘƛŜǎ ƴƻǘ ƛƴǎǳǊŜŘ ǿƛǘƘ 

taxpayer funds 

- The furore over the repeal ensured that Wall Street regulation would feature in the 2016 

ǇǊŜǎƛŘŜƴǘƛŀƭ ǊŀŎŜΣ ǿƛǘƘ IƛƭƭŀǊȅ /ƭƛƴǘƻƴ ŀƴŘ .ŜǊƴƛŜ {ŀƴŘŜǊǎΣ ΧƧƻǳǎǘƛƴƎ ƻǾŜǊ Ƙƻǿ ǘƻ ǊŜƛƴ ƛƴ 

ōŀƴƪǎΩ Ǌƛǎƪ ǘŀƪƛƴƎ 

- Swaps trades enable institutions to exchange streams of payments, typically to reduce their 

interest rate or currency risks 

- Banks want to keep the trades on their books because their margins are higher that way, 

ΧƴƻǘƛƴƎ ǘƘŀǘ ŎƻǳƴǘŜǊǇŀǊǘƛŜǎ ǿƻǳƭŘ ŘŜƳŀƴŘ ƳƻǊŜ ŎƻƭƭŀǘŜǊŀƭ ŦǊƻƳ ŀ ƴƻƴ-insured affiliate 

 

5ŜǳǘǎŎƘŜ .ŀƴƪΩǎ ǊƛǎƪƛŜǎǘ ōƻƴŘǎ ƴŜŀǊ ƭƻǿǎ ŀǎ ƛƴǾŜǎǘƻǊǎ ŦŜŀǊ Ǉŀȅƻǳǘ ŘŜŦŜǊǊŀƭǎ ς Pg. 13 

- 5.Ωǎ Ǌƛǎkiest bonds have traded substantially below their issuance price over recent weeks, 

as investors focus on the possibility of coupon payments being missed 

- Weakness in additional tier 1 debt, which converts to equity when banks run into trouble, 

has highlighted the complex challenges facing investors in a growing global market for bank 

capital 

- Banks have been issuing the debt over recent years to meet regulatory requirements.  As 

well as conversion, AT1 bonds allow the issuer to defer the coupon payments, which can 

also be halted by authorities if a bank is struggling 

 

Dealers withdraw long bond support ς Pg. 20 

- ²ŀƭƭ {ǘǊŜŜǘ ŘŜŀƭŜǊǎΩ ƴŜǘ Ǉƻǎƛǘƛƻƴǎ ƻŦ ŎƻǊǇƻǊŀǘŜ ŘŜōǘ ǿƛǘƘ ŀ ƳŀǘǳǊƛǘȅ ōŜȅƻƴŘ мн ƳƻƴǘƘǎ ƘŀǾŜ 

turned negative for the first time on record, as companies lock in borrowing costs before a 

looming shift in US central bank policy 

- Corporate bond inventories among US primary dealers ς institutions responsible for 

ǳƴŘŜǊǿǊƛǘƛƴƎ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ŘŜōǘ ς have been declining for some time, and have entered 

the red, ΧΦ 

- Dealers operating under higher balance sheet constraints have become far less willing to 

warehouse bonds, and are matching buyers and sellers rather than taking on principal risk 



- While the largest US banks continue to hold positive notional amounts of shorter-dated 

investment-grade debt, those figures have dwindles too ς down 62% since the first week of 

2015 

- Companies have flooded the market with debt, seeking to lock in a low cost of funding for 

years to come 

 

Answer: No 

 

10 November 2015 

 

Question: Iƻǿ Ƴŀƴȅ ƛƴ ŀ ōŀƪŜǊΩǎ ŘƻȊŜƴΚ 

 

Saudis eye first global debt raising as oil dip takes toll ς Pg. 1 

- Saudi Arabia has decided to tap international bond markets for the first time, in a sign of the 

damage lower oil prices are inflicting on its public finances 

- Saudi officials say the kingdom could increase debt levels to as much as 50% of GDP within 

five years, up from 6.7% this year and 17.3% in 2016 

- {ϧtΩǎ ƭŀǎǘ ƳƻƴǘƘ ǊŜŘǳŎŜŘ {ŀǳŘƛ !ǊŀōƛŀΩǎ ǊŀǘƛƴƎǎ ŦǊƻƳ ά!!-/A-мҌέ ǘƻ ά!Ҍκ!-мέΣ ǎŀȅƛƴƎ ƛǘ 

ŎƻǳƭŘ ƭƻǿŜǊ ǘƘŜƳ ŀƎŀƛƴ άƛŦ the government did not achieve a sizeable and sustained 

ǊŜŘǳŎǘƛƻƴ ƛƴ ǘƘŜ ƎŜƴŜǊŀƭ ƎƻǾŜǊƴƳŜƴǘ ŘŜŦƛŎƛǘέ 

 

OECD cuts global growth forecasts as shifts in China hit trade ς Pg. 2 

- A dramatic slowdown in world trade, prompted by shifts in China and other emerging 

ƳŀǊƪŜǘǎΣ Ǌƛǎƪǎ ǿŜƛƎƘƛƴƎ Řƻǿƴ ǘƘŜ Ǝƭƻōŀƭ ǊŜŎƻǾŜǊȅΣ Χ 

- ...predicting the world economy will expand by 2.9% this year and by 3.3% in 2016.  This 

compares with earlier projections of 3% and 3.6%, respectively 

- Χh9/5 ǎǘƛƭƭ ŜȄǇŜŎǘǎ /Ƙƛƴŀ ǘƻ ƎǊƻǿ ōȅ сΦу҈ ƛƴ нлмрΣ 0.1% faster than predicted two months 

ago 

- The economic outlook expects the euro area to grow by 1.5% this year and 1.8% in 2016, 

marginally lower than expected in September 

 

Bridging the gap  - Pg. 8 

- The World Economic forum estimates a global need for $3.7tn in infrastructure investment 

each year, while only $2.7tn is invested, mostly by governments 

- In the US, the American Society of Civil Engineers estimates that ageing and inadequate 

infrastructure ς from power problems to hours lost in traffic jams ς will have cost every 

American family $28,000 in income by 2010 if investment trends stay the same 

 

US investors hope revenue growth lies in store ς Pg. 22 

- With nearly all S&P 500 companies having reported results for the third quarter, revenues 

for those in the index fell 3.7% year-on-ȅŜŀǊΣ ƳŀǊƪƛƴƎ ǘƘŜ ǘƘƛǊŘ ŎƻƴǎŜŎǳǘƛǾŜ ŘŜŎƭƛƴŜΧ 

- Revenue, or top-line growth, has been elusive against the backdrop of a US economy 

experiencing a generally lackluster recovery 



- Now with investors expecting that the Federal Reserve will raise official borrowing costs 

from near zero next month, US companies stand to incur further pressure on their foreign-

based revenues as the value of the dollar is likely to continue appreciating 

 

Answer: 13 

 

9 November 2015 

 

Question: If rates are raised at the December meeting with the Federal Reserve, what will a 25bp rate 

increase cost for a family with a  $450,000 loan over 30 years, i.e. loan rate from 4.25% to 4.50%? 

 

Saudis vow to keep pumping oil despite domestic financial pain ς Pg. 1 

- Saudi Arabia is determined to stick to its policy of pumping enough oil to protect its global 

market share despite the financial pain inflicted on its economy 

- Saudi Arabia rocked oil markets last November when Opec decided against production cuts, 

making clear that the kingdom was abandoning its traditional policy of reducing supplies to 

stabilize prices.  Since then, oil price has collapsed from a high of $115 a barrel last year to 

about $50 a barrel 

- Opec, led by Saudi Arabia, plans to pump as much as it can to meet global oil demand, 

leaving higher cost producers to make up the remainder 

- CŀƭƭƛƴƎ ƻƛƭ ǇǊƛŎŜǎ ƘŀǾŜ ǇǳǎƘŜŘ {ŀǳŘƛŀ !Ǌŀōƛŀ ƛƴǘƻ ŀ ŦƛǎŎŀƭ ŎǊǳƴŎƘΦ  ¢Ƙƛǎ ȅŜŀǊΩǎ ōǳŘƎŜǘ ŘŜŦƛŎƛǘ ƛǎ 

20% of GDP 

 

Brazil stares at budget black hole as deficit estimates grow ς Pg. 3 

- As government debt grows so does the burden of serving it, eating up the budget in a 

ŎƻǳƴǘǊȅ ǘƘŀǘ Ƙŀǎ ŀƳƻƴƎ ǘƘŜ ƘƛƎƘŜǎǘ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ƛƴ ǘƘŜ ǿƻǊƭŘΣ ǿƛǘƘ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ 

benchmark lending rate running at 14.25% 

- ¢ƘŜ ŘŜǘŜǊƛƻǊŀǘƛƻƴ ƛƴ .ǊŀȊƛƭΩǎ ǇǳōƭƛŎ Ŧƛƴances follows the onset of what is expected to be the 

ŎƻǳƴǘǊȅΩǎ ǿƻǊǎǘ ǊŜŎŜǎǎƛƻƴ ǎƛƴŎŜ ǘƘŜ мфолǎΣ ǿƛǘƘ ǘƘŜ ŜŎƻƴƻƳȅ ƻƴ ǘǊŀŎƪ ǘƻ ŎƻƴǘǊŀŎǘ о҈ ǘƘƛǎ 

year and 1% in 2016 

- aǳŎƘ ƻŦ ǘƘŀǘ ƛǎ Řƻǿƴ ǘƻ ŀ ǎƭƻǿŘƻǿƴ ƛƴ /Ƙƛƴŀ ǿƘƛŎƘ Ƙŀǎ ǿŜŀƪŜƴŜŘ ŘŜƳŀƴŘ ŦƻǊ .ǊŀȊƛƭΩǎ 

commodities exports and lessened tax revenues 

 

To err is human, but can bring catastrophe ς Pg. 1 (supplemental) 

- At the root of most of the growing list of corporate disasters in recent years lies a common 

factor ς people 

- People risk can range from simple mistakes, such as staff clicking on a virus-infecting email, 

to lack of vital skills, poor succession planning, strategic miscalculations, lax safety rules an 

deliberate acts of sabotage or fraud 

- άLƴ ŀƭƳƻǎǘ ŜǾŜǊȅ ŎŀǎŜΣ ǉǳƛǘŜ ǎŜǊƛƻǳǎ ǇŜƻǇƭŜ ǿƛǘƘƛƴ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴ ƪƴew the vulnerabilities 

ǘƘŜȅ ǿŜǊŜ ŦŀŎƛƴƎ ƻǊ ǘƘŀǘ ǘƘŜȅ ƘŀŘ ŀƭǊŜŀŘȅ ōŜŜƴ ƘƻƭŜŘ ōŜƭƻǿ ǘƘŜ ǿŀǘŜǊƭƛƴŜΦ  9ƛǘƘŜǊ ƛǘ ŘƛŘƴΩǘ 

ƎŜǘ ǘƻ ǘƘŜ ōƻŀǊŘ ƻǊ ƛǘ Ǝƻǘ ƛƎƴƻǊŜŘέ 

- LƴŘƛǾƛŘǳŀƭ ŦŀƛƭǳǊŜǎ ǎŜŜƳ ƛƴŜȄǘǊƛŎŀōƭȅ ōƻǳƴŘ ǳǇ ǿƛǘƘ ŀ ŎƻƳǇŀƴȅΩǎ ŎǳƭǘǳǊŜ ŀƴŘ ǘƘŜ ǉǳŀƭƛǘȅ ƻŦ 

leadership 



- There is now a global standard for risk management, ISO 31000, providing principles and 

ƎŜƴŜǊƛŎ ƎǳƛŘŜƭƛƴŜǎΦ  aŀƴȅ ŎƻƳǇŀƴƛŜǎ ƘŀǾŜ ŀŘƻǇǘŜŘ ǎȅǎǘŜƳǎ ƻŦ άŜƴǘŜǊǇǊƛǎŜ Ǌƛǎƪ 

ƳŀƴŀƎŜƳŜƴǘέΣ ƻǊ 9waΣ ǿƘƛŎƘ ƻŦŦŜǊǎ ŀ ŦǊŀƳŜǿƻǊƪ ŦƻǊ ƛŘŜƴǘƛŦȅƛƴƎΣ ŀƴŀƭȅȊƛƴƎΣ ǊŜǎǇƻƴŘƛƴƎ ǘƻ 

an reducing risks 

 

Embarrassment awaits when top talent becomes the problem ς Pg. 2 (supplemental) 

- όtǊƻŦ bƻǘŜΥ ²ƘŜƴ ǿƛƭƭ DŜƻǊƎŜǘƻǿƴ ŀŎƪƴƻǿƭŜŘƎŜ 5Ŝŀƴ hǘǘŜǊΩǎ ŘŜǎǘǊǳŎǘƛƻƴ ƻŦ ǘƘŜ wŜŀƭ 9ǎǘŀǘŜ 

programme?  It is a bitter pill, but one that must be swallowed.  A Dean cannot be allowed 

to misrepresent programmes to studentsΣ ǇǊƻƳƛǎŜ ŀƴŘ ǘƘŜƴ ŘŜƴȅ όƘŀǊƳƛƴƎ ǎǘǳŘŜƴǘΩǎ 

educations), and then fabricate false statements, in writing, to justify the harm.  I still am 

amazed when I learned of a transcript from a Georgetown meeting which was between 

students/alumni, the chief of staff and Assistant provost when students concerns were 

dismissed and the Assistant provost wanted to discuss additional professional development 

programmes, i.e. other revenue generating ideas, rather than fix the ailing real estate 

programme.) 

 

Answer: LƴǘŜǊŜǎǘ ŀǘ пΦнр҈ ƛǎ Ŧ ŎƭȄΣ прлллл ŎƘǎ ǇǾΣ пΦнр Ǝ LΣ ол Ǝ ƴΣ ǇƳǘΧнΣнмп όǊƻǳƴŘƛƴƎύΤ ƛƴǘŜǊŜǎǘ ŀǘ 

пΦрл҈ ƛǎ Ŧ ŎƭȄΣ прлллл ŎƘǎ ǇǾΣ пΦрл Ǝ LΣ ол Ǝ ƴΣ ǇƳǘΧнΣнул όǊƻǳƴŘƛƴƎύΦ  ¢ƻǘŀƭ ƛƴǘŜǊŜǎǘ ǇŀƛŘ ŀǘ пΦнр҈Υ ннмп 

Enter, 12 X, 30 X, 450000 - Χ оптΣлпл ŀƴŘ ǘƻǘŀƭ ƛƴǘŜǊŜǎǘ ǇŀƛŘ ŀǘ пΦрл҈Υ ннул ŜƴǘŜǊΣ мн ·Σ ол·Σ прлллл - 

ΧотлуллΧ9ƴǘŜǊ оптлпл - ΧноΣтсл 

 

7 November 2015 

 

Question: What is the relationship between price and yield with regard to bonds? 

 

US job surge paves way for rate rise ς Pg. 1 

- ΧǇŀȅǊƻƭƭǎ ŜȄǇŀƴŘŜŘ ōȅ нтмΣллл 

- The jobless rate fell to 5%, half the level it reached during the worst days of the recession, as 

the number of unemployed people dropped by 1.1m compared with this time last year 

- Wages rose at their strongest clip since 2009, with average hourly earnings rising 2.5% over 

the year 

- ΧǘƘŜ ǘǿƻ-year Treasury yield jumping to a five-and-a-half year high as traders priced in a 

Fed rate increase next month.  The dollar also shot up, with the euro 1.4% lower against the 

US currency at $1.0736 and sterling down 0.9% at $1.5076 

- Gold fell 1.6% to $1,086.78 

- The figure means the pace of job growth in the past three months has averaged 187,000 per 

month, slower than the 210,000 pace in the first half of the year but still strong progress by 

any measure 

 

Carson admits lying about being offered West Point scholarship ς Pg. 2 

- In the book, he claims to have been offered a full scholarship to West Point, but wrote that 

he turned down the offer to pursue his dream of becoming a doctor.  Yesterday, his 

campaign admitted that he had not even applied to the college (Prof Note: When is society 

going to hold liars accountable?  Is it ok to lie if you are not caught?  Does this not cause 



immediate credibility loss?  Look at how Dean Otter lied to the students at Georgetown 

harming their educations and yet is not held accountable?  Dean Otter claims fiscal issues 

for canceling promised programmes to the students and yet pays certain instructors 

$28,000 per class and offers to pay out large severances.  (I have the contracts and 

documents!)  ²Ƙȅ ƴƻǘ Řƻ ǿƘŀǘ ƛǎ ǊƛƎƘǘ ŦƻǊ ǘƘŜ ǎǘǳŘŜƴǘǎΚΗ  [Ŝǘ ǳǎ ǎǘǳŘȅ ǘƘƛǎ ƛƴ ά9ǘƘƛŎǎέ 

classes!) 

 

Dovish BoE keeps pound under pressure ς Pg. 15 

- Sterling took a dive yesterday after robust US jobs data crowned this weŜƪΩǎ ŘƻǾƛǎƘ 

guidance from the BoE that suggests the UK central bank will lag behind the Federal Reserve 

in raising borrowing costs 

 

Mixed signals on rates send investors off track ς Pg. 15 

- For investors waiting on movement in central bank policy, recent announcements from the 

three conductors in charge of US, European and UK interest rates have only compounded 

confusion about the journey ahead 

- ΧCŜŘ ŦŜŀǊǎ ƻŦ ǘƘŜ ǿŜŀƭǘƘ ŜŦŦŜŎǘ ƻŦ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘ ŎƻƴǘŀƎƛƻƴ ƻƴ ¦{ ƎǊƻǿǘƘ ƘŀǾŜ ǇŀǊǘƭȅ 

eased as markets settled, whŜǊŜŀǎ ǘƘŜ .ƻ9 άƘŀǎ ǘƻ ǘŀƪŜ ƳƻǊŜ ǎŜǊƛƻǳǎƭȅέ ǎǘǊƻƴƎŜǊ ǎƛƎƴǎ ƻŦ 

the slowdown in emerging markets 

 

Gold at 3-month low after strong US jobs data ς Pg. 15 

- Gold it a three-month low yesterday after a strong US jobs number boosted the chances of 

the Federal Reserve raising interest rates for the first time since 2006 at its next meeting in 

December 

- An increase in US rates is bad news for bullion because it raises the opportunity cost of 

holding gold, which offers no yield to investors.  A stronger US currency ς the dollar index hit 

its highest level since March yesterday ς also makes the metal more expensive for the 

holders of other currencies 

- Wages also rose at their strongest clip since 2009, with average hourly earnings up 2.5% 

over the year 

 

Answer: Inverse, if price goes up, yield will decrease.  The coupons and face value are fixed, the only real 

variable in a bond is the price.  Yield is the resultant. 

 

Lƴ ǊŜǎǇƻƴǎŜ ǘƻ Ƴȅ ǉǳŜǎǘƛƻƴΣ άIƻǿ Ƴŀƴȅ ŎǳōƛŎ ȅŀǊŘǎ ƻŦ ŎƻƴŎǊŜǘŜ ǘǊǳŎƪ ƘƻƭŘΚέΣ L ǊŜŎŜƛǾŜŘ Ƴŀƴȅ 

comments.  The most complete is below.  Please note the author does state that his weight limits may 

be dated.   

 
Roger...NOT  It all depends on the volume of the drum.  For example: there is a 60,000 pound 

weight limit on a conventional three axle concrete truck in Virginia (varies in other states), 

Suppose the truck weighs about 27,000 so you can haul a 42,000 pound payload.  Concrete 

weights roughly 4,100 pounds a cubic yard but varies depending on density of material, but a 

good rough calculation.  This would permit a legal eight yard load of concrete.  In order to make 

the mixing efficient, the drums are designed larger, usually nine or ten yards.  In the old days 

when we were putting our a half million yards a year, it was common to take a chance on avoiding 



the 'White Boys' (The white van used by VDOT to do spot checks of weight limits, measured by 

the weight per axle) and tell the dispatcher to 'ship the whole nine yards' and that's where to old 

saying came from.  In current times, companies are adding 'tag axles' that allow increasing the 

pay load and getting it up to ten yards.  In Illinois and other states, due to the heavier design of 

roads or loose regulations, they can haul up to twelve yards legally on multiple axle trucks. 
 

6 November 2015 

 

Question: What two rates does the Federal Reserve set? 

 

Britain takes dovish path on raising interest rates ς Pg. 1 

- The BoE became the latest central bank to use monetary policy to add more stimulus to the 

economy, with its forecasts showing it is no longer likely to raise interest rates anytime soon 

- ¢ƘŜ .ƻ9Ωǎ ƳƻǾŜ ƭŜŀǾŜǎ ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜ ŀǎ ǘƘŜ ƻƴƭȅ ƭŀǊƎŜ ŎŜƴǘǊŀƭ ōŀƴƪ ŎƻƴǎƛŘŜǊƛƴƎ ǊŀǘŜ 

rises in the near future 

- ¢ƘŜ ōŀƴƪΩǎ ŘƻǾƛǎƘƴŜǎǎ ǎŜƴǘ ǘƘŜ ǇƻǳƴŘ м҈ ƭƻǿŜǊ ŀƎŀƛƴǎǘ ōƻǘƘ ǘƘŜ ŘƻƭƭŀǊ ŀƴŘ ǘƘŜ ŜǳǊƻ 

- ¢ƘŜ .ƻ9Ωǎ ƪŜȅ ƧǳŘƎƳŜƴǘ ƛǎ ǘhat the world economy will struggle to grow at its average rates 

of recent years, but this would be offset by robust UK household and corporate spending, 

encouraged by lower interest rates for longer 

 

Japan places bet on Las Vegas-themed daycare to offset price of ageing crisis ς Pg. 1 

- !ǎ WŀǇŀƴΩǎ ŘŜƳƻƎǊŀǇƘƛŎ ŎǊƛǎƛǎ Ƙŀǎ ŘŜŜǇŜƴŜŘΣ ǘƘŜ ƴǳƳōŜǊ ƻŦ ŘŀȅŎŀǊŜ ŦŀŎƛƭƛǘƛŜǎ Ƙŀǎ ŘƻǳōƭŜŘ 

ǎƛƴŎŜ нлмл ǘƻ ŀōƻǳǘ плΣлллΦ  .ǳǘ ǘƘŜ ƳŀƧƻǊƛǘȅΣ ΧƻŦŦŜǊ ŀŎǘƛǾƛǘƛŜǎ ǘƘŀǘ άŀǊŜ ǘƻƻ ŎƘƛƭŘƛǎƘΣ 

patronizing even.  These are adults and they waƴǘ ǎŜǊƛƻǳǎ ŀŎǘƛǾƛǘƛŜǎέ 

 

Goldman sweetens pill for junior staff ς Pg. 14 

- Goldman Sachs is promising junior investment bankers faster promotions more diverse 

ŜȄǇŜǊƛŜƴŎŜǎ ŀƴŘ ƭŜǎǎ ƳŜƴƛŀƭ ǿƻǊƪ ŀǎ ǇŀǊǘ ƻŦ ²ŀƭƭ {ǘǊŜŜǘΩǎ ƭŀǘŜǎǘ ŀǘǘŜƳǇǘ ǘƻ ƭǳǊŜ ƴŜǿ ǘŀƭŜƴǘ ƛƴ 

the face of tough competition 

- Goldman is trying to respond to the changes that have taken place in the industry since the 

ŜŀǊƭȅ мфулǎΣΧǘƘŜƴΣ ōŀƴƪŜǊǎΣ ǿƻǊƪŜŘ ƭƻƴƎ ƘƻǳǊǎΣ ōǳǘ ƛǘ ǿŀǎ ƻƪ ǘƻ ƭŜŀǾŜ ǘƘŜ ƻŦŦƛŎŜ ƛƴ ǘƘŜ 

ŜǾŜƴƛƴƎ ŀƴŘ ǇƛŎƪǳǇ ǾƻƛŎŜƳŀƛƭǎ ǘƘŜ ƴŜȄǘ ƳƻǊƴƛƴƎΧ 

- bƻǿΣ άƛŦ ǎƻƳŜƻƴŜ ǎŜƴŘǎ ȅƻǳ ŀ ƳŜǎǎŀƎŜ ŀƴŘ ȅƻǳ ŘƻƴΩǘ ǊŜǎǇƻƴŘ ƛƴ ŀƴ ƘƻǳǊΣ ǘƘŜȅΧǿƻƴŘŜǊ ƛŦ 

ȅƻǳΩǾŜ ōŜŜƴ Ƙƛǘ ōȅ ŀ ŎŀǊέ 

 

Yields gap widens as dollar powers ahead ς Pg. 22 

- With the US two-year Treasury note yielding 0.85%, the benchmark now sits 117 basis 

points above the German yield of minus 0.32%.  The gap has grown since the start of 2014, 

with momentum accelerating in recent weeks 

- The interest rate differential in favour of the US reflects the policy divergence between the 

Fed, looking to tighten, and the ECB, which is expected to announce additional easing 

measures.  

- The only things that could derail a December rise were a deterioration in data or notable 

ƳŀǊƪŜǘ ǾƻƭŀǘƛƭƛǘȅΧ 

 



Answer: Federal Funds Rate and Discount Rate 

 

5 November 2015 

 

Question: Will raising rates strengthen or weaken the dollar? 

 

Bullish Yellen signals possible rate increase ς Pg. 4 

- ¢ƘŜ άŘƻǿƴǎƛŘŜ Ǌƛǎƪǎέ ǘƻ ǘƘŜ ¦{ ŜŎƻƴƻƳȅ ŦǊƻƳ Ǝƭƻōŀƭ ŜŎƻƴƻƳƛŎ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ŘŜǾŜƭƻǇƳŜƴǘǎ 

ƘŀǾŜ ŘƛƳƛƴƛǎƘŜŘ ǎƛƴŎŜ {ŜǇǘŜƳōŜǊΣ Χ 

- Ms Yellen added that spare capacity in thŜ Ƨƻōǎ ƳŀǊƪŜǘ ƘŀŘ ŦŀƭƭŜƴ άǎƛƎƴƛŦƛŎŀƴǘƭȅέ ǎƛƴŎŜ ŜŀǊƭƛŜǊ 

in the year, even if there had been a recent slowdown in the pace of job gains 

- One of the key numbers will be labour market indicators, with payrolls data due tomorrow 

morning 

 

Insurers prepare for loss-absorbing bonds ς Pg. 20 

- Financial engineers are working on a kind of loss-absorbing bond to be issued by insurance 

companies, in the latest instance of evolving regulatory frameworks spawning new asset 

classes 

- άwŜǎǘǊƛŎǘŜŘ ǘƛŜǊ ƻƴŜέ ōƻƴŘǎ ǿƛƭƭ Ŏƻǳƴǘ ǘƻǿŀǊŘǎ ŀƴŘ ƛƴǎǳǊŜǊΩǎ ŎŀǇƛǘŀƭ ŀƴŘ Ŏŀƴ ōŜ ŎƻƴǾŜǊǘŜŘ ǘƻ 

shares or written down when its solvency ratio falls below a certain level 

- /ƻƴǾŜǊǘƛōƭŜ άŀŘŘƛǘƛƻƴŀƭ ǘƛŜǊ ƻƴŜέ ōŀƴƪ ōƻƴŘǎ ŀǊŜ ŀƭǊŜŀŘȅ ƛǎǎǳŜŘ ƛƴ ƘǳƎŜ ǾƻƭǳƳŜǎΣ ŘǊƛǾŜƴ ōȅ 

fast-evolving regulatory standards in the banking industry 

- Convertible bonds, which pay a higher, fixed coupon but entail equity-like downside risk, 

blur the boundaries between bonds and shares.  The coupons on bonds are typically paid 

out of pre-tax profits, whereas dividend payments come out of post-tax profits 

- Authorities in the UK are close to accepting convertible tier one insurance bond coupons as 

tax deductible, paving the way for more cost-efficient issuance 

 

Treasuries retreat after Yellen comments bolster the dollar ς Pg. 21 

- The Fed ŎƘŀƛǊ ǎŀƛŘ ǘƘŜ ¦{ ŜŎƻƴƻƳȅ ǿŀǎ άǇŜǊŦƻǊƳƛƴƎ ǿŜƭƭέ ŀƴŘ ǿŀǎ ŜȄǇŜŎǘŜŘ ǘƻ ŎƻƴǘƛƴǳŜ ǘƻ 

ƎǊƻǿ ŀǘ ŀ ǇŀŎŜ ǘƘŀǘ ǿƻǳƭŘ άǊŜǘǳǊƴ ƛƴŦƭŀǘƛƻƴ ǘƻ ƻǳǊ ǘŀǊƎŜǘ ƻǾŜǊ ǘƘŜ ƳŜŘƛǳƳ ǘŜǊƳέ 

 

Answer: Most likely strengthen, harming export. 

 

4 November 2015 

 

Question: How many cubic yards of concrete does a concrete truck hold? 

 

Banks face capital call for commodity disaster costs ς Pg. 1 

- US banks that handle physical commodities will be forced to hold large capital cushions 

under Federal Reserve plans to hedge against costly disasters such as tanker spill or gas 

pipeline explosions 

- The Fed wants to use capital charges to discourage banks from risky activities involving 

ƘŀȊŀǊŘƻǳǎ ƳŀǘŜǊƛŀƭǎ ǘƘŀǘ ŎƻǳƭŘ ǘƘǊŜŀǘŜƴ ǘƘŜƛǊ ǎǳǊǾƛǾŀƭ ƛƴ ǘƘŜ ŜǾŜƴǘ ƻŦ ŀ ŎŀǘŀǎǘǊƻǇƘŜΣ Χ 



- Market risk rules already require banks to hold capital to protect against swings in 

ŎƻƳƳƻŘƛǘȅ ǇǊƛŎŜǎ ōǳǘ ǘƘŜȅ Řƻ ƴƻǘ ŎƻǾŜǊ άƻǇŜǊŀǘƛƻƴŀƭ Ǌƛǎƪǎέ ǘƘŀǘ ŎƻǳƭŘ ƭŜŀŘ ǘƻ ƭŀǿǎǳƛǘǎ ƻǊ 

penalties that far exceed the value of assets involved 

- Goldman Sachs and Morgan Stanley began bulking up in commodities trading in the 1980s 

while Citi received Fed permission to handle commodities in 2003 

 

Death rate surges among middle-aged US whites ς Pg. 5 

- Drug and alcohol abuse and mental health issues have contributed to an alarming surge in 

deaths among white middle-aged Americans since the late 1990s, in a trend that has 

reversed decades of progress and is not being seen in other advanced economies 

- ΧǊƛǎƛƴƎ ƳƻǊǘŀƭƛǘȅ ŀƳƻƴƎ ǿƘƛǘŜ ƳŜƴ ŀƴŘ ǿƻƳŜƴ ŀƎŜŘ пр ς 54 caused not by factors such as 

heart disease or diabetes but by suicides and overdoses of prescription drugs and alcohol-

related diseases 

- ΧƘǳƎŜ ǇǊƻōƭŜƳ ōŜŎŀǳǎŜ ǇŀǘƛŜƴǘǎ ǿƘƻ ƘŀŘ ƻƴŎŜ ōŜŜƴ ǇǊŜǎŎǊƛōŜŘ hȄȅ/ƻƴǘƛƴΣ ŀƴ ŀŘŘƛŎǘƛǾŜ 

painkiller, had switched to heroin, which is cheaper and easier to obtain 

- Between 1978 and 1998 the mortality rate among US whites aged 45-54 fell 2% a year on 

average, approximately matching six other countries ς France, Germany, the UK, Canada, 

Australia and Sweden 

- But while in other rich countries the mortality rate had continued to fall after 1998, in the 

¦{ ƛǘ ƘŀŘ ǊŜǾŜǊǎŜŘΣ ǿƛǘƘ Ǝŀƛƴǎ ƻŦ ƘŀƭŦ ŀ ǇŜǊ ŎŜƴǘ ŀ ȅŜŀǊΣ Χ 

- ά!ƭǘƘƻǳƎƘ ŀƭƭ ŜŘǳŎŀǘƛƻƴ ƎǊƻǳǇǎ ǎŀǿ ƛƴŎǊŜŀǎŜǎ ƛƴ ƳƻǊǘŀƭƛǘȅ ŦǊƻƳ ǎǳƛŎƛŘŜ ŀƴŘ ǇƻƛǎƻƴƛƴƎǎΣ ŀƴŘ 

an overall increase in external cause mortality, those with less education saw the most 

marƪŜŘ ƛƴŎǊŜŀǎŜǎέΧ 

- The US Food and Drug Administration has declared opioid abuse a national epidemic, 

claiming an average of 45 lives through overdose each day 

 

Disparities in US jobs data fuel debate ς Pg. 6 

- While joblessness has improved dramatically since the recession, the labour force 

participation rate has been dropping remorselessly 

- The September jobs figure showed the participation rate of those aged 16 and over had 

dropped by half a percentage point since the start of the year to 62.4% - the lowest since 

1977 

- A chunk of this phenomenon is down to predictable long-term factors, such as baby 

boomers retiring as the workforce ages, as well as increases in the number in full-time 

education ς tends that central bankers can do little to influence 

- ΧōƛƎ Ŧŀƭƭǎ since May in the 25 ς 34 age group, as well as for 45 to 54-year-olds 

 

Answer: 10 

 

3 November 2015 

 

Question: A REIT (Real Estate Investment Trust) must distribute what percentage of its income? 

 

US investors trail rivals as Cuba opens up ς Pg. 3 



- Chinese and British developers are building luxury golf resorts.  Mexico and other countries 

are investing in a development zone.  And Vietnam has inked a deal to build a hotel, 

following the path of Canadian and Spanish hoteliers 

- When John Kerry, US Secretary of state, opened a US embassy in Havana in July, it was a 

milestone in bringing US investment into the communist country 

- CŜǿ ŜȄǇŜǊǘǎ ŜȄǇŜŎǘ /ƻƴƎǊŜǎǎ ǘƻ ƭƛŦǘ ǘƘŜ ŜƳōŀǊƎƻ ǎƻƻƴΣ Χ 

- So for now, US businesses are targeting areas that are not covered by the embargo.  

Farming states have been pushing hard for an easing of barriers given the US already has 

substantial agricultural exports to Cuba 

- one key barrier the agriculture sector complains of is a prohibition on the provision of credit 

and financing for US exports 

- among US multinationals watching developments is Coca-Cola.  It made Cuba one of the first 

nations outside the US to have a bottling plant but left in 1960 after the Castro government 

started seizing assets 

- Lƴ нлмпΣ ǘƘŜ /ǳōŀƴ ŜŎƻƴƻƳȅ ǿŀǎ ƻƴƭȅ ϷттōƴΧ 

 

HSBC puts brakes on shifting assets to Asia with plan to return excess capital ς Pg. 13 

- I{./ ǳƴǾŜƛƭŜŘ ŀ άǇƛǾƻǘ ǘƻ !ǎƛŀέ ǎǘǊŀǘŜƎȅ ƛƴ WǳƴŜΣ ŘŜǎƛƎƴŜŘ ǘƻ ōƻƻǎǘ ƛǘǎ ŦƭŀƎƎƛƴƎ ǇŜǊŦƻǊƳŀƴŎŜΦ  

It planned to slash underperforming operations in Europe and the Americas and shift up to 

one-eigth of its capital to more promising markets, notably in China 

- ΧǎŀƛŘ ȅŜǎǘŜǊŘŀȅ I{./ ƘŀŘ Ƙƛǘ ǘƘŜ ōǊŀƪŜǎ ƻƴ ǘƘƛǎ ǊŜŘŜǇƭƻȅƳŜƴǘ ōŜŎŀǳǎŜ ƻŦ ǘƘŜ ǎƭƻǿŘƻǿƴ ƛƴ 

Asian economies 

 

Beijing lifts renminbi fix by most in a decade ς Pg. 20 

- /ƘƛƴŀΩǎ ŎǳǊǊŜƴcy fell against the dollar yesterday despite the sharpest rise in the daily 

renminbi fix in a decade 

- The PBoC bolstered the midpoint of the range within which the currency is permitted to 

trade by 0.54% - the most the fix has been reinforced since 2005, when the renminbi was 

unpegged from the US dollar 

 

Answer: 90% 

 

2 November 2015 

 

Question: 5ƻŜǎ ǘƘŜ !ŎŎǊŜŘƛǘŜŘ LƴǾŜǎǘƻǊ ŘŜŦƛƴƛǘƛƻƴ ŜȄŎƭǳŘŜ ƻƴŜΩǎ ǇǊƛƳŀǊȅ ƘƻƳŜ ŀƴŘ ƛǎ ƛƴŎƻƳŜ ŀƴŘ ƴŜǘ 

ǿƻǊǘƘ ŀƴ άƻǊέ ƻǊ ŀƴ άŀƴŘέ ƛƴ ǘƘŜ ŘŜŦƛƴƛǘƛƻƴΚ  όǘƘŀƴƪ ȅƻǳ ŦƻǊ ǘƘŜ ŎƭŀǊƛŦƛŎŀǘƛƻƴs AND source siting. J) 

 

Beijing comes to aid of Eurozone QE drive with sales of German bonds ς Pg. 1 

- Eurozone central bankers, struggling to boost a flagging recovery, have received help from 

Beijing for their 1.1tn (euro) quantitative easing plan thanks to sales of German government 

debt by the PBoC 

- ¢ƘŜ .ǳƴŘŜǎōŀƴƪ Ƙŀǎ ǎŎƻǳǊŜŘ ǘƘŜ ǿƻǊƭŘ ŦƻǊ ǎŜƭƭŜǊǎΣ ΧǳƴŘŜǊ ǇǊŜǎǎǳǊŜ ǘƻ ƳŀƪŜ ŀ ǊŜǘǳǊƴ ƻƴ ƛǘǎ 

reserves portfolio, Safe has agreed to take advantage of the high prices on offer for low-

yielding German bonds 



 

MBA by numbers Jobs in finance lose allure ς Pg. 11 

- For the first time since the rankings began in 1999, fewer graduates from the elite business 

schools go on to work in finance and banking than did so before they began their MBA.  In 

fact, the proportion of top 10 MBA graduates in finance and banking dropped by 5% in the 

2015 ranking, from 33% for the pre-MBA class to 28% three years after graduation 

- The financial crisis in 2008 is one obvious factor behind this drop.  The salary premiums 

attached to finance jobs, while still attractive, are not nearly as good as they used to be 

- MBA graduates surveyed for the 2008 ranking who switched to finance after their MBA saw 

their salary increase by 170% on average, from pre-MBA salaries of $60,000 to $161,000 

three years after graduation.  Those surveyed in 2014 merely doubled their salaries to 

$139,000 

- Another factor is that jobs in the IT and telecoms sector are becoming more attractive 

- ΧǘƘŜ ŜƭƛǘŜ ƎǊŀŘǳŀǘŜǎ ŦǊƻƳ ǘƘŜ нлмр ǘƻǇ мл a.! ǇǊƻƎǊŀƳƳŜǎ ƭŜŀŘ ǘƘŜ ǿŀȅΥ ŀ ǉǳŀǊǘŜǊ ƻŦ 

them who left finance went into IT and telecoms, compared to only 14% of graduates from 

other programmes 

- (Prof Note: I continue to be concerned that Universities are teaching the wrong things or 

rather not stressing what is truly important.  Think of the above, Universities, in my opinion, 

focus on better and better jobs, i.e. increasing income.  However, I think wealth has two 

requirements: (1) Income and (2) Capital.  Capital is achieved, in my opinion, through 

ǘǊŀƴǎŀŎǘƛƻƴǎΣ ƛΦŜΦ ƻƴŜΩǎ ƻǿƴ ŘŜŀƭǎΣ ǊŀǘƘŜǊ ǘhan salaried positions where one is building equity 

όŎŀǇƛǘŀƭύ ŦƻǊ ǎƻƳŜƻƴŜ ŜƭǎŜΦ  Lǎ ƴƻǘ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ŎŀǇƛǘŀƭ ōŀǎŜ ǊŜǉǳƛǊŜŘ ǘƻ ŘŜǾŜƭƻǇ ƻƴŜΩǎ ƻǿƴ 

income, i.e. passive income?  It is the chicken and egg conundrum BUT you need both and 

without one you will not be financially independent, i.e off grid.  I was/am happy to learn 

that Hopkins is bringing back the Wealth Management course.  Let us lecture as much on 

Ƙƻǿ ǘƻ ƳŀƴŀƎŜ ƻƴŜΩǎ ƻǿƴ ǎŀƭŀǊȅ ŀǎ ƳŀƴŀƎŜ ǎƻƳŜƻƴŜ ŜƭǎŜΩǎ ōǳǎƛƴŜǎǎΗύ 

 

Answer: The definition states thŀǘ ƴŜǘ ǿƻǊǘƘ ŘƻŜǎ ŜȄŎƭǳŘŜ ƻƴŜΩǎ ǇǊƛƳŀǊȅ ƘƻƳŜ όǘƘƛǎ L ǘƘƻǳƎƘǘύΦ  

However, the income requirement, i.e. $200,000/year for the past two years or $300,000/year for 

ŎƻǳǇƭŜǎΣ ƛǎ ŀƴ άƻǊέΣ ƛΦŜΦ ǘƻ ōŜ ŀƴ !ŎŎǊŜŘƛǘŜŘ LƴǾŜǎǘƻǊ ƻƴŜ Ƴǳǎǘ ƘŀǾŜ 9L¢I9w ƴŜǘ ǿƻǊǘƘ ŜȄŎŜŜŘƛƴƎ $1.0m 

(excluding primary home) or meet the income requirement. 

 

31 October 2015 

 

Question: What is a Accredited investor? 

 

Central bank moves drive equities ς Pg. 1 

- Dƭƻōŀƭ ƳŀǊƪŜǘǎ ŎƭŀǿŜŘ ǘƘŜƛǊ ǿŀȅ ōŀŎƪ ǘƻ ƴŜŀǊ ǊŜŎƻǊŘ ƘƛƎƘǎ ƛƴ hŎǘƻōŜǊ ŀǎ ŎŜƴǘǊŀƭ ōŀƴƪǎΩ 

efforts to stem rising concerns over the health of the international economy sent investors 

flocking back to equities 

- US corporate revenues have been falling and commodity prices remain in the doldrums, 

keeping deflation concerns alive, but central banks have swung into action to help 

reinvigorate markets 

 



9ǳǊƻȊƻƴŜΩǎ ǎƳŀƭƭ ǊƛǎŜ ƛƴ ǇǊƛŎŜǎ ƳƛǎǎŜǎ 9/. ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘ ς Pg. 4 

- Prices ticked up across the Eurozone this month, although they remain well short of the 

9/.Ωǎ н҈ ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘ ƴŜŜŘŜŘ ǘƻ ōƻƭǎǘŜǊ ǘƘŜ ǊŜƎƛƻƴΩǎ ŜŎƻƴƻƳƛŎ ǊŜŎƻǾŜǊȅ 

- hǾŜǊŀƭƭΣ ǇǊƛŎŜǎ ƛƴ ǘƘŜ 9ǳǊƻȊƻƴŜ ǿŜǊŜ ǳƴŎƘŀƴƎŜŘ ƛƴ ǘƘŜ ȅŜŀǊ ǘƻ hŎǘƻōŜǊΣ Χ 

- A stronger QE programme could involve extending bond buying beyond September 2016, 

increasing monthly purchases from the current 60bn (euro), or expensing the rang of assets 

included under the programme 

- The central bank could also consider cutting its deposit rate form the current level of minus 

0.2%.  A rate cut will almost certainly weaken the euro, raising inflation on imports 

- Eurozone unemployment also hit an almost four-year low of 10.8% in September 2015 

 

SEC eases crowdfunding rules as fears rise over investor risks ς Pg. 10 

- US regulators yesterday approved rules that would let all Americans invest in the equity of 

start-up companies raised through online crowdfunding, expanding the scope of the 

industry but also potentially bringing new risks 

- Crowdfunding sties in the US, such as the Kickstarter platform, have been limited to raising 

money for donations or for advanced purchases of goods to back new ventures.  Buying 

equity through crowdfunding has been restricted to accredited investors who have certain 

asset and income levels 

- Under the rules, companies can raise up to $1m in 12 months while sales to individuals are 

capped at $100,000 in the same period, with other limits based on income and net worth 

- Companies are relieved of the full burden of disclosure requirements in traditional public 

stock offerings (Prof Note: As I state publicly, I think this is a bad idea.  Already John/Jane 

mainstreet do not understand the capital markets.  Is there an education requirement for 

those receiving the funds?  Not a question?!) 

 

Doom-mongers display Halloween spirit ς Pg. 13 

- Global debt levels continue to rise, deflation fears fester and extraordinary action from 

central banks has failed to buttress the economy recovery.  The IMF recently sliced its 

growth forecast for this year to 3.1%, which, aside from the financial crisis, would be the 

lowest since 2002 

- Corporate revenues are stagnating or falling; Europe remains weak, politically fraught and 

vulnerable; the US recovery has hit the skids; and some fear another recession is in the 

pipeline (Prof Note: Count me in this group!) 

 

Answer: Having an income in the past two years exceeding $200,000 ($300,000 jointing with spouse) 

ŀƴŘ ŀ ƴŜǘ ǿƻǊǘƘ ŜȄŎŜŜŘƛƴƎ ϷмΦлƳ όL ǘƘƻǳƎƘǘ ǘƘƛǎ ǿŀǎ ŜȄŎƭǳŘƛƴƎ ƻƴŜΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ ōǳǘ Ŏŀƴƴƻǘ 

confirm my understanding) 

 

30 October 2015 

 

Question: What is crowdfunding? 

 

Beijing finally gives up on one-child rule ς Pg. 1 



- China has said it will abandon its much resented one-child policy, introduced in 1979 when 

the communist party feared runaway population growth 

- Beijing has been under rising pressure domestically to end the policy because it has 

ŜȄŀŎŜǊōŀǘŜŘ ǘƘŜ ŀƎŜƛƴƎ ƻŦ /ƘƛƴŀΩǎ ǎƻŎƛŜǘȅ ŀƴŘ ƭed to a shortage of workers at a time when 

China is experiencing an economic slowdown 

 

Deutsche Bank shake-up to cut 9,000 staff and quit 10 countries ς Pg. 1 

- Deutsche Bank is to withdraw from 10 countries and cut 9,000 jobs as part of a sweeping 

strategic ƻǾŜǊƘŀǳƭ ŘŜǎƛƎƴŜŘ ǘƻ ƘŜƭǇ ǊŜǎǘƻǊŜ ǘƘŜ DŜǊƳŀƴ ƭŜƴŘŜǊΩǎ ŦƭŀƎƎƛƴƎ ŦƻǊǘǳƴŜǎ 

- ¢ƘŜ ƳƻǾŜ ŎƻƳŜǎ ŀŦǘŜǊ ŀ ǘƻǊǊƛŘ ŦŜǿ ƳƻƴǘƘǎ ŦƻǊ DŜǊƳŀƴȅΩǎ biggest bank, which was hit by a 

$2.5bn fine for its involvement in the Libor scandal in April; lost one of its co-chief 

executives, in July; and is now embroiled in a burgeoning scandal over its Russian business 

 

Bush donors waver after poor debate performance raises campaign fears ς Pg. 1 

- The son and brother of two former presidents started 2015 as the frontrunner.  He has 

raised record funds but this poll numbers have tumbled as outsider candidates have won 

ƻǾŜǊ ǘƘŜ ǇŀǊǘȅ ōŀǎŜ όtǊƻŦ bƻǘŜΥ aȅ άǾƻǘŜέ ƛǎ ŀƴȅƻƴŜ ōǳǘ Ψ/ƭƛƴǘƻƴΩ ƻǊ Ψ.ǳǎƘΩΦ  Lƴ Ƴȅ ƻǇƛƴƛƻƴ 

we have a presidency NOT a crown to pass.) 

 

US growth slows despite spending spree ς Pg. 4 

- Growth in the US economy slowed sharply in the third quarter, but US consumers continued 

to spend at a robust pace, suggesting the expansion remains on track 

- Real GDP rose at a 1.5% annualized pace in the July to September period, well below the 

3.9% for the second quarter but in line with Wall Street estimates 

- The main reason for the deceleration was a slowdown in inventory accumulation by 

ŎƻƳǇŀƴƛŜǎΣ Χ 

- Discouragingly, the rate of inflation in the report showed a sharp slowdown, as the price 

index for personal spending, excluding food and energy, grew at 1.3% compared with 1.9% 

 

Fed speaks plainer English on rates ς Pg. 4 

- In dropping language warning of risks to US growth and inflation from skittish financial 

markets and a sluggish global economy, the Fed eased a big barrier to an upward move in 

rates, even if it insisted that it was still monitoring overseas developments 

- Among the possibly implications is that the Fed sees easing moves by the ECB and the PBoC 

as net positive for the US, because they help global growth 

 

Fears bank loans will break liquidity rules ς Pg. 20 

- Investors fear loans made by banks to companies could breach US liquidity rules that aim to 

guard against the risk of funds being unable to pay out when faced with redemptions, due 

to their long settlement period 

- Under the proposal, open-end funds, such as mutual funds and exchange traded funds, 

must grade assets based on how long it would take to convert them to cash, ranging from 

one business day to more than 30 calendar days 



- Funds will also have to set their own minimum percentage of assets that can be converted 

ƛƴǘƻ ŎŀǎƘ ǿƛǘƘƛƴ ǘƘǊŜŜ ŘŀȅǎΣ ǿƛǘƘƻǳǘ ƳŀǘŜǊƛŀƭƭȅ ŀŦŦŜŎǘƛƴƎ ǘƘŜ ŀǎǎŜǘΩǎ ǇǊƛŎŜ 

- If funds are forced to hold more liquid, lower yielding, assets, it could impact on 

performance 

 

Treasury yields climb as Fed adopts a more hawkish tone ς Pg. 21 

- The 10-year US yield was up another 7bp at a one-month high of 2.16%, while the 

equivalent maturity German Bund yield rose 8bp to 0.53% as it continued to bouche off a 

six-month low hit on Wednesday 

- ¢ƘŜ ŜǳǊƻ ǿŀǎ ǳǇ лΦп҈ ǾŜǊǎǳǎ ǘƘŜ ŘƻƭƭŀǊ ǘƻ ϷмΦлфспΣ Χ 

 

Answer: The act of raising large amounts of money from a large investor base.   

 

29 October 2015 

 

Question: What is the current short-term rate set by the Fed, i.e. the rate? 

 

Door open for December rate rise as Fed wrongfoots investors ς Pg. 1 

- The Federal Reserve dropped previous warnings about the global financial and economic 

risks posed to the US economy as it signaled that an increase in short-term rates may be on 

the table in its December meeting 

- Investors were wrongfooted by the unexpectedly hawkish statement that accompanied the 

CŜŘΩǎ ŘŜŎƛǎƛƻƴΣ ŀŦǘŜǊ Ƴŀƴȅ ŀƴŀƭȅǎǘǎ ǇǊŜŘƛŎǘŜŘ ǘƘŀǘ ǘƘŜ ¦{ ŎŜƴǘǊŀƭ ōŀƴƪ ǿƻǳƭŘ ŎƻƴǘƛƴǳŜ ǘƻ 

strike a cautious note on the US and global economy 

- The Fed, which has not lifted rates since 2006, kept its target range at historic lows of 0-

лΦнр҈ ŀǘ ƛǘǎ ƳŜŜǘƛƴƎΣ Χ 

 

Hyatt holds talks to buy Starwood ς Pg. 13 

- Hyatt is in late-stage negotiations to acquire its larger rival Starwood Hotels and Resorts in a 

deal that would bǊƛƴƎ ǘƻƎŜǘƘŜǊ ǎƻƳŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ōƛƎƎŜǎǘ ƘƻǘŜƭ ōǊŀƴŘǎ ƛƴŎƭǳŘƛƴƎ ǘƘŜ 

Sheraton, St Regis and W chains 

- If successful, the takeover would create a company with a  portfolio of more than 500,000 

rooms, allowing it to take on faster-expanding rivals such as Hilton and Marriott, who 

account for more than half of all new hotels under construction in the US 

- Starwood has come under pressure from hedge fund investors to break up or sell the 

company following a poor performance in emerging markets where it is heavily exposed 

 

VW plunges to first net loss in 15 years ς Pg. 14 

- Volkswagen slumped to its first net loss in at least 15 years in the third quarter and warned 

that full-ȅŜŀǊ ƻǇŜǊŀǘƛƴƎ ǇǊƻŦƛǘ ǿƻǳƭŘ Ŧŀƭƭ άǎƛƎƴƛŦƛŎŀƴǘƭȅέ ƻǿƛƴƎ ǘƻ Ŏƻǎǘǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ŘƛŜǎŜƭ 

emissions scandal 

- Although VW admits that its employees were to blame for the emissions cheating, it said the 

provisions for repairs are tax deductible under accountancy rules which management said 



ǿŀǎ άǾŜǊȅ ƭŜƎƛǘƛƳŀǘŜ ŀƴŘ ǊƛƎƘǘέΦ  ¢ƘŜ ǘŀȄ ǘǊŜŀǘƳŜƴǘ ƻŦ ŀƴȅ ŦƛƴŜǎ or penalties would be 

άǇǊƻōŀōƭȅ ǾŜǊȅ ŘƛŦŦŜǊŜƴǘέΣ Χ 

- 9ǳǊƻǇŜΩǎ ōƛƎƎŜǎǘ ŎŀǊƳŀƪŜǊ ōȅ ǎŀƭŜǎ Ƙŀǎ ŀŘƳƛǘǘŜŘ ǘƘŀǘ ǳǇ ǘƻ ммƳ ǾŜƘƛŎƭŜǎ ǿƻǊƭŘǿƛŘŜ Ŏƻƴǘŀƛƴ 

engine-management software that can understate nitrogen oxide emissions under the 

conditions of laboratory tests 

 

Goldman fined $50m over NY Fed information ς Pg. 17 

- bŜǿ ¸ƻǊƪΩǎ ǎǘŀǘŜ ōŀƴƪƛƴƎ ǊŜƎǳƭŀǘƻǊ Ƙŀǎ ǎƭŀǇǇŜŘ ŀ ϷрлƳ ŦƛƴŜ ƻƴ DƻƭŘƳŀƴ {ŀŎƘǎ ŀƴŘ ƻǊŘŜǊŜŘ 

it to suspend consulting activities for three years after an employee stole secret supervisory 

information from the New York Federal Reserve 

- ΧŀŎŎŜǇǘ ŀ ǘƘǊŜŜ-ȅŜŀǊ άǾƻƭǳƴǘŀǊȅ ŀōǎǘŜƴǘƛƻƴέ ŦǊƻƳ ƴŜǿ ŎƻƴǎǳƭǘƛƴƎ ŜƴƎŀƎŜƳŜƴǘǎ 

 

Puerto Rico approaches precipice of default ς Pg. 20 

- Puerto Rico faces significant payments on its debt over the next two and a half months and 

there is growing unease that the US territory will default on some of its most senior paper 

- The Caribbean island is struggling with a $72bn debt mountain that its governor has 

ŎƘŀǊŀŎǘŜǊƛȊŜŘ ŀǎ άǳƴǇŀȅŀōƭŜέ 

- It has defaulted this year on a bond issued by the Public Finance Corporation 

- Jack Lew, US Treasury secretary, has warned that a disorderly resolution to the crisis could 

hit small retail investors ς many of whom hold bonds passively through US municipal bond 

mutual funds.  Nearly half of these muni funds hold Puerto Rican debt, which was attractive 

for tis tax-exempt status 

- ΧϷоΦсǘƴ Ƴǳƴƛ ƳŀǊƪŜǘ 

 

Answer: 0 ς 0.25% 

 

28 October 2015 

 

Question: What is the definition of risk? 

 

Italy is latest entrant to elite negative yield club as stimulus talk fires bonds ς Pg. 1 

- Italy sold two-year debt at a negative yield for the first time yesterday, as concerns over the 

health of the global economy and expectations of further central bank stimulus reignited a 

rally in bond markets 

- The sale gains Italy entry to a select group of countries ς including Germany, France and 

Switzerland ς whose borrowing rates have turned negative as investors prove willing to buy 

their debt at any price 

- The negative yield for Italian debt means investors are now paying to lend to a country 

which as one of the highest debt to GDP ratios in the world and has long been a byword for 

fiscal profligacy 

- The ECB became the first major central bank to experiment with negative rates when it 

reduced the deposit rate to minus 0.1% last summer.  It now stands at minus 0.2% 

 

US debt ceiling deal set to avert threat of default ς Pg. 2 



- In an unexpectedly broad deal, lawmakers and the Obama administration has agreed to 

measures that would avert a looming US debt default and allow modest increases in budget 

spending for the next two years 

- ¢ƘŜ ŘŜŀƭΣ ǿƘƛŎƘ ǿŀǎ ǇƻǎǘŜŘ ƻƴƭƛƴŜ ŀǎ ŀ άŘƛǎŎǳǎǎƛƻƴ ŘǊŀŦǘέ ƭŀǘŜ ƻƴ aƻƴŘŀȅ ǿƻǳƭŘ Ǉŀȅ ŦƻǊ ŀƴ 

$80bn increase in spending over two years with measures including piecemeal entitlement 

reforms and a sale of national oil reserves 

- It also suspends ǘƘŜ ¦{Ωǎ ϷмуΦмǘƴ ŘŜōǘ ŎŜƛƭƛƴƎ ǳƴǘƛƭ нлмтΣ ǊŜƳƻǾƛƴƎ ǘƘŜ ǘƘǊŜŀǘ ƻŦ ŘŜŦŀǳƭǘ ƻƴ 

November 3 when the country was set to run out of ways to stay within its borrowing limits 

 

Risk-averse sentiment resurfaces ahead of Fed and BoJ meetings ς Pg. 21 

- Caution ahead of central bank policy meetings this week and some disappointing corporate 

earnings and economic data combined to keep global equity markets on the back foot 

- A further plank of support for stock markets this month has come from expectations that 

central banks across the globe will keep their policy accommodation in place 

- The yield on the policy-sensitive two-year US government bond ς which moves inversely to 

its price ς was down 2bps at 0.62% while the 10-year Treasury yield was 4bp lower at 2.02% 

 

Answer: The deviation from an expected return. 

 

27 October 2015 

 

Question: What did I discover about the iPhone 6 S Plus today? 

 

UK prisons ς Pg. 6 

- In 2015, the number of over-60s in jail topped 4,000 for the first time on record, more than 

double the figure 10 years ago.  It is the fastest growing age group in custody 

- ΧŜǘƘƛŎŀƭ Řƛƭemmas for society: whether it is right to enforce punitive regimes on the 

terminally ill; how to rehabilitate those who will never be released; and whether there is any 

point in incarcerating those wo are so old or so demented that they do not even know they 

are in prison 

- Nearly one in five of the inmates is aged over 60; about 40% are over 50 

- ¢ƘŜ ŎƻƴǘǊŀǎǘ ōŜǘǿŜŜƴ ǘƘŜ ǇǊƛǎƻƴŜǊǎΩ ŀƎŜ ŀƴŘ ǘƘŜƛǊ ǘƘǊŜŀǘ ǘƻ ǎƻŎƛŜǘȅ ǇǊŜǎŜƴǘǎ ƻƴŜ ƻŦ ǘƘŜ 

most vexing problems for the penal system.  As category B inmates ς meaning they do not 

require maximum security but are still considered escape risks ς the Rye Hill prisoners must 

be double-cuffed while in transit, even if they are ill or en route to hospital 

- At a time when many British pensioners are struggling to pay for nursing home costs and the 

government has cut its social care budget, it is striking that the public sector is taking on 

much greater caring responsibilities by incarcerating more older people 

- Under new legislation that came into force this year, local authorities now have social care 

responsibilities for prisoners before they are released from custody 

 

iPhone at risk of fall to earth after growth spurt ς Pg. 15 



- !ǇǇƭŜΩǎ ǎƳŀǊǘǇƘƻƴŜ Ƙŀǎ ōŜŎƻƳŜ ƻƴŜ of the most profitable products the technology 

industry has ever produced.  In the three months to December last year, so lucrative was 

the iPhone that Apple reported the most profitable quarter of any US company on record 

- But Apple stock climbed 3% on Friday after Morgan Stanley note predicted a more robust 

7% iPhone growth rate for the coming year, citing demand surveys in the US and China 

- (Prof Note: I witnessed a car crash today and tried to call 911 on my iPhone.  I could not get 

911 to work on my iPhone!) 

 

Asian stocks extend dominance of EM index ς Pg. 20  

- The region accounts for a record 69.5% of the index, up from 63.1% a year ago and a little 

over 40% in 2000 

- As a result, the weighting of the (eastern) Europe, Middle East and Africa region has fallen to 

17.6% and that of Latin American region has fallen to a record low of just 12.9%, less than 

half its weight in 2000 

- The Asian surge has been led by China, which has gone from a weighting of 0.4% in 2000 to 

23.8% 

 

Answer: 911 does not work!  (I am ŦƛƴŜΧǿŀǎ ǊŜƭŀǘŜŘ ǘƻ ŀƴ ŀŎŎƛŘŜƴǘ L ǿƛǘƴŜǎǎŜŘ ŀƴŘ ǿŀǎ ǘǊȅƛƴƎ ǘƻ Ŏŀƭƭ ŦƻǊ 

help) 

 

26 October 2015 

 

Question: What is the relationship between price and yield for a bond? 

 

Fed expected to keep rates on hold ς Pg. 2 

- The Federal Reserve is likely to leave interest rates unchanged this week while keeping its 

options open for its pivotal December meeting as it assesses signs of more muted growth in 

the US economy 

- The majority of Fed policymakers, including chair Janet Yellen, have said they expect the first 

upward move in the federal funds rate to happen this year, bur the picture has become of 

slower hiring and a high-level policy split among the Fed governors 

- Further complicating Fed calculations is the prospect of further stimulus by foreign central 

banks including the ECB ς something that could put added upward pressure on the dollar 

but also help global demand 

- More encouraging developments in markets recently may help the case of those who argue 

for higher rates.  Equities have rallied in part because of better economic numbers in China, 

as well as suggestions from ECB president that he may further ease policy in December 

 

Big Swiss lenders warned over expansion ς Pg. 16 

- Switzerland would toughen further the capital requirements for its two biggest banks if they 

ŜȄǇŀƴŘŜŘ ǎƛƎƴƛŦƛŎŀƴǘƭȅΣ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŦƛƴŀƴŎƛŀƭ ǊŜƎǳƭŀǘƻǊ Ƙŀǎ ǿŀǊƴŜŘΦ   

- But the rules would be tightened if the banks expanded their global size or domestic market 

share ς for instance via acquisitions 



- Switzerland also broke new ground in global bank regulation last week by setting minimum 

ǊŜǉǳƛǊŜƳŜƴǘǎ ŦƻǊ άƭƻǎǎ-ŀōǎƻǊōƛƴƎ ŎŀǇƛǘŀƭέ ǿƘƛŎƘ ǿƻǳƭŘ ōŜ ǳǎŜŘ ƛƴǎǘŜŀŘ ƻŦ ǘŀȄǇŀȅŜǊǎΩ ŦǳƴŘǎ 

to bail out banks fi they hit severe difficulties and could not continue normal operations.  

Switzerland will in future require a 1л҈ άǘƻǘŀƭ ƭƻǎǎ ŀōǎƻǊōƛƴƎ ŎŀǇŀŎƛǘȅέ ƭŜǾŜǊŀƎŜ Ǌŀǘƛƻ 

 

Answer: Inversely related, i.e. when price goes up yield goes down and vice versa. 

 

24 October 2015 

 

Question: What does a negative yield mean? 

 

Beijing furthers efforts to halt slowdown ς Pg. 1 

- /ƘƛƴŀΩǎ central bank cut benchmark interest rates for the sixth time this year in a bid to 

support an economy that is forecast to grow at its slowest annual rate in 25 years 

- Expectations for global growth have already been revised down to 3.1% in 2015, the lowest 

LaC ŦƻǊŜŎŀǎǘ ǎƛƴŎŜ нллфΣ Χ 

- The PBoC said it was lowering the one-year benchmark bank lending rate by 25bps to 4.35% 

and the one-year benchmark deposit rate to 1.5%, from 1.75% 

 

Student protestors force Zuma into climbdown on tuition fees ς Pg. 4 

- Economic growth is tepid, while rampant unemployment ς particularly among the young ς 

ŀƴŘ ǿƛŘŜǎǇǊŜŀŘ ǇƻǾŜǊǘȅ ōƭƛƎƘǘ ƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ Ƴƻǎǘ ǳƴŜǉǳŀƭ ǎƻŎƛŜǘƛŜǎ 

- Demonstrations erupted at the University of the Witwatersrand in Johanesburg last week in 

protest at a proposed rise in tuition fees of up to 11.5% and spread across the country, 

forcing top universities to close (Prof Note: Did not Dean Otter, Georgetown, raise tuition by 

10.0% after stating tuition would only increase 3.0%?!) 

 

Investors embrace the return of ECB largesse ς Pg. 11 

- The main surprise was the ECB reneging on a previous pledge not to cut the deposit rate, 

seen by many as reflecting a realization that boosting the firepower of QE would not be 

enough 

- Much therefore depends on the euro weakening further, a prospect clouded in part by 

doubts as to whether the US Federal Reserve will tighten policy this year, underpinning a 

stronger dollar 

 

Answer: You receive less than what you paid, i.e. you are paying to deposit money. 

 

23 October 2015 

 

Question: How long did it take Roger to purchase and set-up his iPhone 6 S Plus? 

 

US vies with Hong Kong as HSBC ponders moving base from Britain ς Pg. 1 

- The US is emerging as a serious alternative to Hong Kong as the possible headquarters for 

I{./Σ ŀǎ 9ǳǊƻǇŜΩǎ ōƛƎƎŜǎǘ bank by assets considers shifting its base from the UK 



- Hong Kong has long been considered the most likely destination for HSBC if it does decide to 

move, as the bank was based there for more than 100 years 

- Advisers to HSBC say the US is one of the few countries with an economy big enough to be 

able to comfortably welcome a bank of its size.  Bankers also view US regulation as more 

accommodating of large universal banks 

 

tǳŜǊǘƻ wƛŎƻ ŀǘ Ǌƛǎƪ ƻŦ ΨƘǳƳŀƴƛǘŀǊƛŀƴ ŎǊƛǎƛǎΩ ς Pg. 4 

- tǳŜǊǘƻ wƛŎƻΩǎ ŦƛǎŎŀƭ ƳŜƭǘŘƻǿƴ ŎƻǳƭŘ escalate into a humanitarian crisis if Congress does not 

ŀŎǘΣ Χ 

- The US territory, which defaulted on some of its debts in August, is expected to exhaust its 

available cash before year end even as it takes emergency measures to maintain a liquid 

position 

- The situation could put at risk services including police and fire protection, medical services, 

ŀƴŘ ǎƻŎƛŀƭ ǎǳǇǇƻǊǘΣ Χ 

 

Gender gap drives income inequality, says IMF ς Pg. 4 

- After the financial crisis, much of the discussion on the cause of growing income inequality 

ŀƴŘ ǘƘŜ ǊƛǎŜ ƻŦ ǘƘŜ άм ǇŜǊ ŎŜƴǘέ Ƙŀǎ ŦƻŎǳǎŜŘ ƻƴ ǿŜŀƭǘƘ ŀƴŘ ƛƴǾŜǎǘƳŜƴǘ ƛƴŎƻƳŜ ƻǊ ŀ άǎƪƛƭƭǎ 

ƎŀǇέ ŀƴŘ ŀŎŎŜǎǎ ƻƴ ƘƛƎƘŜǊ ŜŘǳŎŀǘƛƻƴ 

- ΧƳƻǊŜ ǇƻǘŜƴǘ ŘǊƛǾŜǊ ƻŦ ƛƴŜǉǳŀƭƛǘȅΥ ŜȄŎƭǳǎƛƻƴ ƻŦ ǿƻƳŜƴ ŦǊƻƳ ǘƘŜ ǿƻǊƪŦƻǊŎŜ ƛƴ ƭŀǊƎŜ ǇŀǊǘǎ ƻŦ 

the world and their lower pay in those countries where they do work 

 

US 2-year sale delayed on ceiling fear ς Pg. 20 

- The US Treasury is postponing a government note auction because of the looming debt 

ceiling, underscoring the dangers of an accidental financial and economic disaster as 

Congress stalls on approving a rise to the $18tn limit 

- Short-term Treasury bills have already registered a ripple of nervousness over the political 

stand-off, which is leading to dislocations in the US financial system 

- To stay below the debt ceiling, the government has already had to curtail debt issuance.  Its 

ŎŀǎƘ ōŀƭŀƴŎŜ ƘŀŘ ŦŀƭƭŜƴ άǿŜƭƭ ōŜƭƻǿέ ǘƘŜ Ϸмрлōƴ ƳƛƴƛƳǳƳ ƭŜǾŜƭ ƴŜŜŘŜŘ ǘƻ ŎƻǾŜǊ ŀ ǿŜŜƪ ƻŦ 

outflows ς let alone any unexpected shocks, similar to Hurricane Sandy or the 9/11 terrorist 

ŀǘǘŀŎƪǎΧ 

- AuthoriǘƛŜǎ ƘŀǾŜ ǇǊŜǾƛƻǳǎƭȅ ŜǎǘƛƳŀǘŜŘ ǘƘŀǘ ǘƘŜȅ ǿƛƭƭ ƘŀǾŜ ƭŜǎǎ ǘƘŀƴ ŀ ŘŀȅΩǎ ŜȄǇŜƴŘƛǘǳǊŜ ǘƻ 

hand in cash by November 3 

 

Answer: Six hours!  No joke!  Michael C. went with me and finally understood why nothing is simple for 

me.  It took over two hours to simply purŎƘŀǎŜ ǘƘŜ ǳƴƭƻŎƪŜŘ ǾŜǊǎƛƻƴΦ  !b5ΧΦƴƻ ƛǘ ǿŀǎ ƴƻǘ ŘǳŜ ǘƻ 

ǘŜŎƘƴƛŎŀƭ ƛƴŎƻƳǇŜǘŜƴŎŜΦ  .ȅ ǘƘŜ ǿŀȅΣ Ih[¸ /h²Χ¢ƘŜ ƛtƘƻƴŜ Ƙŀǎ ǊŜǇƭŀŎŜŘ ŦƻǳǊ ΨŘŜǾƛŎŜǎΩ ŀƭǊŜŀŘȅΣ ŜΦƎΦ 

HotSpot, iPod, Phone, and glasses (bigger screen I can now read).  It may MAY even replace my Franklin 

Planner.  Last week Alan W and I made fire (literally) and this week the iPhone.  I cannot keep up with 

ǘƘŜ ǇŀŎŜ ƻŦ ǘŜŎƘƴƻƭƻƎȅ ƛƴ Ƴȅ ƭƛŦŜΦ  {ƻ ŦŀǊΣ L ŀƳ ƭƻǾΩƴ ǘƘŜ ƛtƘƻƴŜΦ  hƘΣ ǎƻΣ ƛǘ ǿŀǎ оΥллǇƳ ƻƴ ŀ ¢ƘǳǊǎŘŀȅ ƛƴ 

Columbia Mall, Maryland.  The Apple store was packed, we had to wait 20 minutes for a representative, 

and people were purchasing.  In total the iPhone was $1,000 and my AT&T plan $150/mo.  Apple was 

literally printing money at 3:00pm on a Thursday, i.e. workday.  Amazing! 



 

22 October 2015 

 

Question: ²Ƙŀǘ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŎƻƳǇŀƴȅ ōȅ ƳŀǊƪŜǘ ŎŀǇƛǘŀƭƛȊŀǘƛƻƴΚ 

 

US regulator signals first moves to rein in risks of high-speed trading ς Pg. 1 

- Such so-ŎŀƭƭŜŘ άŦƭŀǎƘ ŜǾŜƴǘǎέ ƘŀǾŜ ōŜŎƻƳŜ ƭƛƴƪŜŘ ǿƛǘƘ ǘƘŜ ƎǊƻǿƛƴƎ ǇƻǇǳƭŀǊƛǘȅ ƻŦ ƘƛƎƘ-speed, 

computerized trading, which has been criticized by institutional investors for fueling 

volatility 

- ! Wǳƭȅ ǊŜǇƻǊǘ ōȅ ǘƘŜ ¦{ ¢ǊŜŀǎǳǊȅ ŀƴŘ ǊŜƎǳƭŀǘƻǊǎ ƛƴǘƻ ǘƘŜ άŦƭŀǎƘ ŜǾŜƴǘέ ŦƻǳƴŘ ǘƘŜ ƎǊƻǿǘƘ ƻŦ 

rapid electronic trading had played a central role in the abrupt price and yield swings 

- Automated traders account for about 67% of 10-ȅŜŀǊ ¢ǊŜŀǎǳǊȅ ŦǳǘǳǊŜǎ ƭƛǎǘŜŘ ƻƴ ǘƘŜ /.ƻ¢Σ Χ 

 

Bonds jittery ahead of US debt default ς Pg. 2 

- The US is set to hit its $18.1tn debt ceiling on November 3 and can only avert a default, 

which was only just avoided in 2011 and 2013, if Congress raises or suspends the debt limit 

- Jack Lew, the US Treasury secretary, who has warned that on November 3 the US will 

ŜȄƘŀǳǎǘ ǘƘŜ ŜȄǘǊŀƻǊŘƛƴŀǊȅ ƳŜŀǎǳǊŜǎ ƛǘ Ƙŀǎ ǳǎŜŘ ǘƻ ŀǾŜǊǘ ŀ ŘŜŦŀǳƭǘΣ Χ 

 

Threat to Eurozone prompts QE rethink ς Pg. 2 

- ΧǎƛƎƴǎ ƻŦ ŀ ǎƭƻǿŘƻǿƴ ƛƴ ǘƘŜ /ƘƛƴŜǎŜ ŜŎƻƴƻƳȅ ŀƴŘ ǿƻǊǊƛŜǎ ŀōƻǳǘ ǿŜŀƪŜƴƛƴƎ ŜƳŜǊƎƛƴƎ 

ƳŀǊƪŜǘǎ ŀǊŜ ǇƻǎƛƴƎ ŀ ǊŜƴŜǿŜŘ ǘƘǊŜŀǘ ǘƻ ǘƘŜ ŎǳǊǊŜƴŎȅ ŀǊŜŀΣ Χ 

- ΧƛƴŦƭŀǘƛƻƴ ƛƴ ǘƘŜ 9ǳǊƻȊƻƴŜ Ƙŀǎ ŦŀƭƭŜƴ ōŀŎƪ ƛƴǘƻ ƴŜƎŀǘƛǾŜ ǘŜǊǊƛǘƻǊȅ ŀƴŘ ƭƻƻƪǎ ǎŜǘ ǘƻ ŜƭǳŘŜ ǘƘŜ 

centraƭ ōŀƴƪΩǎ ǘŀǊƎŜǘ ƻŦ ōŜƭƻǿ ōǳǘ ŎƭƻǎŜ ǘƻ н҈ ŦƻǊ ƭƻƴƎŜǊ ǘƘŀƴ ƘƻǇŜŘ 

 

IMF presses Riyadh over ballooning fiscal deficit ς Pg. 3 

- ΧǿŀǊƴƛƴƎ ǘƘŀǘ ǘƘŜ ōƛƎƎŜǎǘ ƻƛƭ ǇǊƻŘǳŎŜǊ ƳƛƎƘǘ ŘŜǇƭŜǘŜ ƛǘǎ ŦƛƴŀƴŎƛŀƭ ǊŜǎŜǊǾŜǎ ǿƛǘƘƛƴ ŦƛǾŜ ȅŜŀǊǎ 

unless it builds on efforts to balance its budget 

- ΧŦƛǎŎŀƭ ŘŜŦƛŎƛǘ ƘƻǾŜǊƛƴƎ ŀǊƻǳƴŘ нл҈ ǘƘƛǎ ȅŜŀǊ ŀƴŘ ƴŜȄǘ 

- Saudi Arabia has increased spending on wages and special projects.  It has spent heavily on 

the war in Yemen 

- The price at which Saudi Arabia can balance its budget is $105.6 a barrel this year, falling to 

$95.8 a barrel next year 

-  ¢ƘŜ LaC ŦƻǊŜŎŀǎǘ ǘƘŀǘ {ŀǳŘƛ !ǊŀōƛŀΩǎ ƎǊƻǎǎ ƎƻǾŜǊƴƳŜƴǘ ŘŜōǘΣ ŀǘ мΦс҈ ƻŦ D5t ƭŀǎǘ ȅŜŀǊΣ 

would rise to 6.7% this year and 17.3% next as its sovereign bond programme progressed 

 

LƴŘƛŀΩǎ ōŀŘ ƭƻŀƴǎ ƳǳŎƘ ƘƛƎƘŜǊ ǘƘŀƴ ƻŦŦƛŎƛŀl data, report warns ς Pg. 16 

- ΧŜǎǘƛƳŀǘŜǎ ǘƘŀǘ мт҈ ƻŦ ƭƻŀƴǎ ƘŜƭŘ ōȅ LƴŘƛŀƴ ōŀƴƪǎ ǿŜǊŜ ǎǘǊŜǎǎŜŘΣ ŎƻƳǇŀǊŜŘ ǿƛǘƘ wŜǎŜǊǾŜ 

Bank of India figures of 11% 

- LƴŘƛŀΩǎ ŜŎƻƴƻƳȅ ŦŀŎŜǎ ŀ ǎŜǾŜǊŜ ŘŜōǘ ŎǊǳƴŎƘΣ ǿƛǘƘ ŀ Ƙƻǎǘ ƻŦ ƭŀǊƎŜ ŎƻƳǇŀƴƛŜǎ ƛƴ ǎŜŎǘƻǊǎ ǎǳŎƘ 

as infrastructure and steel struggling to repay debts following postponements to large 

ƛƴǾŜǎǘƳŜƴǘ ǇǊƻƧŜŎǘǎΣ Χ 

- LƴŘƛŀΩǎ ƻŦŦƛŎƛŀƭ ǊŀǘŜ ƻŦ ƎǊƻǎǎ ƴƻƴ-performing bank assets is already the highest of any big 

Asian economy 



 

Answer: Apple 

 

21 October 2015 

 

Question: What is !ǇǇƭŜΩǎΣ ¢L/Υ !!t[Σ ƳŀǊƪŜǘ ŎŀǇƛǘŀƭƛȊŀǘƛƻƴΚ 

 

wƛǎŜ ƛƴ ōǳǎƛƴŜǎǎ ƭƻŀƴǎ Ǉƻƛƴǘǎ ǘƻ ǎƭƻǿ ǘƘŀǿ ŦƻǊ 9ǳǊƻǇŜΩǎ ŦǊƻȊŜƴ ŎǊŜŘƛǘ ƭƛƴŜǎ ς Pg. 1 

- A lack of lending has been one of the most pressing problems for the Eurozone.  Fresh signs 

that the problem is easing will buoy ǘƘŜ ǊŜƎƛƻƴΩǎ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅƳŀƪŜǊǎ ŀƘŜŀŘ ƻŦ ŀƴ 

important vote in Malta later this week 

- Companies and households across the Eurozone demanded more loans in the third quarter 

of 2015 compared with the previous three months 

 

VW comes back with securitization deal ς Pg. 20 

- Volkswagen has announced its first securitization deal since its emissions scandal as rating 

ŀƎŜƴŎƛŜǎ ǎǘŜǇ ǳǇ ǎŎǊǳǘƛƴȅ ƻŦ ǘƘŜ Ǌƛǎƪǎ ƛƴǾŜǎǘƻǊǎ ƛƴ ǘƘŜ ŎŀǊƳŀƪŜǊΩǎ ǎŜŎǳǊƛǘƛŜǎ ŎƻǳƭŘ ŦŀŎŜ 

- VW packages car loans and leases into a special vehicle, which then sells asset-backed 

securities ς fixed-income products ς to investors.  ABS are typically viewed by investors as a 

low-risk or cash-equivalent product.  Such financing underpins the car industry 

- ±²Ωǎ !.{ ŀǊŜ ȅƛŜƭŘƛƴƎ ŀōƻǳǘ слōǇǎ ƻǾŜǊ 9ǳǊƛōƻǊΣ Χ 

- Certain auto ABS transactions depend on the car being resold at the end of the contract to 

repay investors fully, which means the securities stand to be affected by any sharp fall in the 

price of second-hand cars 

- aƻƻŘȅΩǎ ƛǎ ŀƭǎƻ ƛƴǾŜǎǘƛƎŀǘƛƴƎ ǿƘŜǘƘŜǊ ±²Ωǎ !.{ would face difficulties if customers reneged 

on their leases and loans for cars, which provide the cash flow for ABS investors.  If 

customers return cars early, the asset may need to be sold to repay investors 

- Uncertainty over continued payment of loans and leases presents a risk to securitization 

structures that are otherwise free from residual value risk ς what the rating agency calls 

άǎŜŎƻƴŘ ƻǊŘŜǊέ w±w 

- ABS investors will be focusing closely on the recall of up to 11m VW vehicles worldwide as a 

result of the scandal 

 

Answer: $676.0bn 

 

20 October 2015 

 

Question: The SDR (Special Drawing Rights) is the currency of the IMF.  It is a basket of what four 

currencies? 

 

DǊƻǿǘƘ Řŀǘŀ ōǳƻȅ /Ƙƛƴŀ ŀǘ ǇƛǾƻǘŀƭ ƳƻƳŜƴǘΩ ƛƴ ŜŎƻƴƻƳƛŎ ǊŜōŀƭŀƴŎƛƴƎ ς Pg. 2 

- GDP grew 6.9% in the third quarter, down from 7% in the first and second but still within 

range of the official full-ȅŜŀǊ ǘŀǊƎŜǘ ƻŦ άŀǊƻǳƴŘ т҈έ 



- More importantly, the composition of growth continued to shift in the desired direction of 

policymakers: towards consumption and services and away from manufacturing and 

investment 

- Consumption accounted for 58% of that growth, or 4 percentage points.  Investment, which 

includes construction of new houses and factors, contributed only 43%, or 3 percentage 

points.  Services, whose share of overall output passed 50% this year, grew 8.6%, well ahead 

of the 5.8% expansion in the struggling industrial sector 

- Fixed-asset investment, which includes of housing, expansion of factory capacity and 

infrastructure, grew at 10.3% in the year to September, the slowest pace since 2000 

- Stimulus policies are already in the pipeline.  Bank lending to the real economy accelerated 

sharply in September, and economists forecast another interest rate cut before the end of 

the year 

 

Morgan Stanley profits fall 40% after rocky quarter ς Pg. 13 

- aƻǊƎŀƴ {ǘŀƴƭŜȅ ŎƘƛŜŦ WŀƳŜǎ DƻǊƳŀƴ ǇǊƻƳƛǎŜŘ ŀƴ άƛƴǘŜƴǎŜ ŦƻŎǳǎέ ƻƴ ǳƴŘŜǊ-performing 

parts of the Wall Street bank, after weaker bond trading and a collapse in investment 

management revenues lowered third-quarter profits by 40% 

- bŜǘ ǊŜǾŜƴǳŜǎ ǿŜǊŜ Řƻǿƴ мо҈ ŦǊƻƳ ŀ ȅŜŀǊ ŜŀǊƭƛŜǊ ǘƻ ϷтΦттōƴΧ 

 

Treasury debt defies higher yield call ς Pg. 20 

- The US Federal Reserve has  now held interest rates steady at zero for 81 months, even 

longer than during the post-Depression, second world war era.  Bond market investors are 

betting that this unwelcome record will be extended significantly 

- .ȅ ǘƘŜ ŜƴŘ ƻŦ нлмт ǘƘŜ CŜŘ CǳƴŘǎ ǊŀǘŜ ǎƘƻǳƭŘ ōŜ ŀōƻǳǘ нΦр҈Σ ΧΦ 

- Several, including chair Janet Yellen, have recently reiterated that the primary scenario 

involves lifting rates this year 

- Fed funds futures are pricing in only a third of a chance that the US central bank tightens 

monetary policy this year, and a higher than 50% chance that it waits beyond the March 

2016 meeting.  Indeed, markets indicate there is a 10% chance that the Fed will stay on hold 

until 2017 

- The average forecast for the 10-year yield is now 2.32% at the end of December, 2.62% by 

next summer and 2.87% at ten end of 2016 

- Core inflation unexpectedly edged higher last month, lifting yields modestly again.  With the 

ŜƳǇƭƻȅƳŜƴǘ ǇŀǊǘ ƻŦ ǘƘŜ CŜŘΩǎ Řǳŀƭ ƳŀƴŘŀǘŜ ŜǎǎŜƴǘƛŀƭƭȅ ƳŜǘΣ ŀƴȅ ǎƛƎƴǎ ǘƘŀǘ ŘƛǎƛƴŦƭŀǘƛƻƴŀǊȅ 

pressures are easing could have a bigger impact than in the past 

 

Answer: Sterling, U.S. Dollar, Euro, and Yen (China is lobbying to have the renminbi included) 

 

19 October 2015 

 

Question: What is the current debt ceiling in the U.S.? 

 

Top executives facing cull in Deutsche Bank overhaul ς Pg. 1 



- 5ŜǳǘǎŎƘŜ ǎŀƛŘ ȅŜǎǘŜǊŘŀȅ ǘƘŀǘ ǘǿƻ ƻŦ ƛǘǎ ŘƛǾƛǎƛƻƴŀƭ ƘŜŀŘǎΧƘŜŀŘǎ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ōŀƴƪ ŀƴŘ 

ΧǊǳƴǎ ǘƘŜ ŀǎǎŜǘ ŀƴŘ wealth management arm ς would depart 

- The exodus of top executives, many of whom came to prominence under Mr Jain, will be 

ŀŎŎƻƳǇŀƴƛŜǎ ōȅ ŀ ǊŜǎƘŀǇƛƴƎ ƻŦ 5ŜǳǘǎŎƘŜΩǎ ǎǘǊǳŎǘǳǊŜ 

- The new structure is designed to simplify the bank, which is scrambling to deal with 

investigations by regulators across the world into a range of alleged wrongdoing from 

breaking US sanctions against Iran to the rigging of the Libor interest rate and foreign 

exchange markets, to money laundering in Russia 

 

Concerns mount over China forex reserves ς Pg. 2 

- bƻǿ ƛƴǾŜǎǘƻǊǎ ŀǊŜ ǿƻƴŘŜǊƛƴƎ Ƙƻǿ ƭƻƴƎ /ƘƛƴŀΩǎ ŘǿƛƴŘƭƛƴƎ ŦƻǊŜȄ ǊŜǎŜǊǾŜǎ ς down to $3.5tn 

form a peak of $4tn in June 2014 ς can hold out.  Capital is flowing out of China at a record 

pace and the central bank is drawing down reserves to support the renminbi after its recent 

dramatic fall 

- Χ/ƘƛƴŀΩǎ ƳŀǎǎƛǾŜ ŦƻǊŜȄ ǇƛƭŜ ς ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ς as the ultimate guarantor of financial 

stability 

- !ƴƻǘƘŜǊ ǎƻǳǊŎŜ ƻŦ ƳȅǎǘŜǊȅ ƛǎ /ƘƛƴŀΩǎ ƻŦŦǎƘƻǊŜ ƛƴǘŜǊǾŜƴǘƛƻƴΦ   

 

Debt limit stand-off looms in Congress ς Pg. 3  

- The US is two weeks from hitting its debt limit, raising the spectre of the third time in four 

ȅŜŀǊǎ ƻŦ ǿƘŀǘ WŀŎƪ [ŜǿΣ ¢ǊŜŀǎǳǊȅ {ŜŎǊŜǘŀǊȅΣ Ƙŀǎ ǿŀǊƴŜŘ ǿƻǳƭŘ ōŜ άŎŀǘŀǎǘǊƻǇƘƛŎέ ŘŜōǘ 

default.  When Congress flirted with the issue in 2011, it resulted in the US losing its prized 

triple-A credit rating (Prof Note: This is ridiculous!  The government shuts down, 

ƎƻǾŜǊƴƳŜƴǘ ǿƻǊƪŜǊǎ ǊŜŎŜƛǾŜ ŀ ǇŀƛŘ ƘƻƭƛŘŀȅΣ /ƻƴƎǊŜǎǎ άǘŀƭƪǎέΣ ǘƘŜ ǇǊƛǾŀǘŜ ǎŜŎǘƻǊ ƎŀǎǇǎ όƭŜǎǎ 

and less each time), and the ceiling in increased.  I grow tired of the immaturity of our 

Congress!) 

- ΧϷмуΦмǘƴ ōƻǊǊƻǿƛƴƎ ŎŀǇΧ 

- In addition to the downgrade, the brinkmanship in 2011 hit financial markets.  The Monday 

ŀŦǘŜǊ {ϧtΩǎ ŘƻǿƴƎǊŀŘŜŘ ǘƘŜ ¦{Σ ǘƘŜ 5WL! ƭƻǎǘ сос ǇƻƛƴǘǎΦ  !ƴƴǳŀƭƛȊŜŘ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ 

slowed sharply in the third quarter to 0.8%, although the expansion regained its footing in 

the fourth quarter, with the economy expanding 4.6% 

 

Economists expect Fed rate rise this year ς Pg. 13 

- Nearly two-thirds of economists expect the Federal Reserve to raise US interest rates before 

the end of the year, even though several banks have warned that weakening economic data 

Ǉǳǘ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘ ƛƴ Řƻǳōǘ 

- The view is in contrast to market expectations, which have played down the chance of 

tighter monetary policy before next year 

 

Answer: $18.1tn 

 

17 October 2015 

 

Question: What day did the S&P downgrade the U.S. causing the U.S. to lose the coveted AAA rating? 



 

Super rich displace artists, surfers and blue-collar workers on Silicon Beach ς Pg. 4 

- The expansion of the tech scene and increase of foreign investment in Southern California 

real estate are expelling middle and lower-income families from the coast, which is 

beginning to resemble areas dominated by global elites in New York, London or San 

Francisco 

- Chines companies have been active on big developments.   

- According to the S&P/Case-Shiller, home prices in Los Angeles have risen faster since 2000 

than in any of the 20 big US cities tracked, by 138%, compared with 80% in New York and 

116% in San Francisco 

 

Investors cast shadow over new listings ς Pg. 13 

- A string of pulled deals and investors demanding better terms has cast a shadow over the 

equity-listings market 

- Investors who have bought IPOs this year have fared worse than the broader market.  On 

ŀǾŜǊŀƎŜΣ нлмр ƭƛǎǘƛƴƎǎ ŀǊŜ ǘǊŀŘƛƴƎ Řƻǿƴ п҈Σ Χ 

- The shift in sentiment comes after a record run for US equities until may this year helped 

fuel interest in IPOs, with the market accommodating a broad range of companies including 

countless biotech start-ups and the biggest deal of all time ς !ƭƛōŀōŀΩǎ Ϸнрōƴ ƭƛǎǘƛƴƎ 

 

Global eyes on Chinese numbers game ς Pg. 13 

- ¢ƘŜ ŎƻǳƴǘǊȅΩǎ ǊŀǘŜ ƻŦ ƎǊƻǿǘƘ ƛǎ ŜǉǳƛǾŀƭŜƴǘ ǘƻ ŀŘŘƛƴƎ ŀƴ ŜŎƻƴƻƳȅ ƻŦ LǘŀƭȅΩǎ ǘƻ ǘƘŜ ǿƻǊƭŘ ŜŀŎƘ 

year, and signs of a slowdown have transfixed central bankers, businesses and investors 

- Economists expect the rate of GDP growth to dip to 6.7% in the third quarter, which would 

be the slowest since the depths of the financial crisis 

- !ǎ ǘǳƳōƭƛƴƎ ǇǊƛŎŜǎ ŦƻǊ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ ǎǳƎƎŜǎǘŜŘ /ƘƛƴŀΩǎ ƴŜŜŘ ŦƻǊ ŎƻƳƳƻŘƛǘƛŜǎ ǿŀǎ 

diminishing, the central bank spent more than $200bn defending the currency 

- China has attempted to stimulate the economy by cutting interest rates and reducing the 

amount of capital that banks are required to hold, to encourage lending.  There have also 

been spending programmes, with many expecting further stimulus from the government 

 

Answer: 5 August 2011 

 

16 October 2015 

 

Question: What is the current account? 

 

Goldman profits hit by 40% fall ς Pg. 1 

- ΧǿǊƻƴƎŦƻƻǘŜŘ ōȅ άŎƘŀƭƭŜƴƎƛƴƎέ ŎƻƴŘƛǘƛƻƴǎ ƛƴ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎ ŀƴŘ άƭƛƳƛǘŜŘέ ŎƭƛŜƴǘ ŀŎǘƛǾƛǘȅΣ 

as it missed profit estimates for the first time in four years 

- The fall in revenues at the core fixed-income, currencies and commodities trading division 

ǿŀǎ ǿƛŘŜǊ ǘƘŀƴ ǘƘŜ Ƴƻǎǘ ōŜŀǊƛǎƘ ŜȄǘŜǊƴŀƭ ŦƻǊŜŎŀǎǘǎΣ Χ 

 

Japan grocery index challenges gloom ς Pg. 5 



- A Japanese price index is showing a surge in inflation amid renewed gloom about the 

ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳƛŎ ǇǊƻǎǇŜŎǘǎ ς but its creator still thinks the Bank of Japan will have to 

expand its record-breaking monetary stimulus 

- The daily price index was recording year-on-year deflation of about 0.5% for most of 2014 

and into 2015, but from the spring it started to accelerate sharply and is now showing year-

on-year inflation of about 1.4% 

 

b¸ CŜŘ ƘŜŀŘΩǎ ŀǇǇǊŀƛǎŀƭ ŀŘŘǎ ǘƻ Řƻǳōǘǎ ƻf 2015 rate rise ς Pg. 13 

- Investors have reined back bets on when the US central bank will finally begin to tighten 

monetary policy, as a top Federal Reserve policymaker conceded yesterday that the US 

economy may be slowing 

- Interest rate futures now indicate that most traders do not see any rate increases this year, 

and about half think the central bank may have to wait beyond March next year.  Fed Funds 

futures signal that there is about a 10% chance that policymakers will sit on their hands until 

2017.  As a result, the 10-year Treasury yield is back at the 2% mark, confounding 

predictions of a gentle rise this year 

- ¢ƘŜ άŎƻǊŜέ ¦{ ŎƻƴǎǳƳŜǊ ǇǊƛŎŜ ƛƴŘŜȄΣ ǿƘƛŎƘ ŜȄŎƭǳŘŜǎ ŦƻƻŘ ŀƴŘ ŜƴŜǊƎȅ ŎƻǎǘǎΣ ǊƻǎŜ мΦф҈ 

annually in September ς the strongest gain in over a year 

 

Oil price losses extend to near 10% for week ς Pg. 20 

- hƛƭ ǇǊƛŎŜǎ ŜȄǘŜƴŘŜŘ ƭƻǎǎŜǎ ǘƻ ŀƭƳƻǎǘ мл҈ ŦƻǊ ǘƘŜ ǿŜŜƪ ȅŜǎǘŜǊŘŀȅΧ 

- .ǊŜƴǘ ŎǊǳŘŜΣ ǘƘŜ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ƻƛƭ ōŜƴŎƘƳŀǊƪΣ ŦŜƭƭ сф ŎŜƴǘǎ ǘƻ ϷпуΦпс ŀ ōŀǊǊŜƭΣ Χ 

- ¦{ ōŜƴŎƘƳŀǊƪ ²¢L ŦŜƭƭ ϷмΦмп ŀ ōŀǊǊŜƭ ǘƻ ϷпрΦрлΣ Χ 

- The hǇŜŎ ƻƛƭ ǇǊƻŘǳŎŜǊǎΩ ŎŀǊǘŜƭ Ƙŀǎ ǇǳƳǇŜŘ ŀǎ ƳǳŎƘ ŀǎ нƳ ōŀǊǊŜƭǎ ŀ Řŀȅ ƳƻǊŜ ǘƘŀƴ ƴŜŜŘŜŘ 

in 2015 as it members compete for market share and try to squeeze out higher cast output 

 

Answer: All international economic transactions with income or payment flows occurring within one 

year 

 

15 October 2015 

 

Question: What two rates does the Federal Reserve set? 

 

CŜŘ ŀŎŎǳǎŜŘ ƻŦ ΨƛƴŦƭŀƳƛƴƎΩ ƳŀǊƪŜǘǎ ŀǎ ŎƻƴŎŜǊƴ ƎǊƻǿǎ ƻǾŜǊ ǎǇƭƛǘǎ ƻƴ ǊŀǘŜ ǊƛǎŜ ς Pg. 1 

- Market concerns are rising over divisions at the top of the Federal Reserve on when to lift 

ƛƴǘŜǊŜǎǘ ǊŀǘŜǎΣ ŎŀǎǘƛƴƎ ŦǊŜǎƘ ǳƴŎŜǊǘŀƛƴǘȅ ƻǾŜǊ ǘƘŜ ¦{ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ǎǘǊŀǘŜƎȅ ŦƻǊ ǿƛǘƘŘǊŀǿƛƴƎ 

its monetary stimulus 

- Χǘǿƻ CŜŘ ōƻŀǊŘ ƳŜƳōŜǊǎ ǎƛƎƴŀƭŜŘ ǘƘŀǘ ǘƘŜȅ ƻǇǇƻǎŜ ŀ ƴŜŀǊ-term increase in interest rates, 

questioning the approach adopted by chair Janet Yellen amid divisions over the outlook for 

inflation 

- .ƻǘƘ ǇƻƭƛŎȅƳŀƪŜǊǎ ŀǇǇŜŀǊŜŘ ǘƻ ǊŀƛǎŜ Řƻǳōǘǎ ŀōƻǳǘ ŀƴ ŀǎǎǳƳǇǘƛƻƴ ǳƴŘŜǊǇƛƴƴƛƴƎ aǎ ¸ŜƭƭŜƴΩǎ 

policymaking approach ς namely that, as the US approached full employment, inflation will 

accelerate 



- Interest rate futures now imply that investors see an even chance that the Fed, having left 

ǊŀǘŜǎ ǳƴŎƘŀƴƎŜŘ ŀǘ ƛǘǎ {ŜǇǘŜƳōŜǊ ƳŜŜǘƛƴƎΣ ǿƛƭƭ ƘƻƭŘ ǊŀǘŜǎ ǳƴǘƛƭ aŀǊŎƘΣΧ 

 

US biggest banks see subdued revenue ς Pg. 16 

- !ƳŜǊƛŎŀΩǎ ǘƘǊŜŜ ōƛƎƎŜǎǘ ōŀƴƪǎ ƘŀǾŜ ǇƻǎǘŜŘ ǎǳōŘued quarterly revenues, as tepid demand 

and continued inaction from the US Federal Reserve is intensifying pressure to cut costs 

- But growth in core revenues ς and thus profits ς remains hard to come by.  Retail divisions 

are facing patchy demand amid a fragile economic recovery 

- The low interest-rate environment is the main reason behind the revenue squeeze 

- Χ.ƻŦ! ƛǎ ŘƻǳōƭƛƴƎ Řƻǿƴ ƻƴ ǿŜŀƭǘƘ ƳŀƴŀƎŜƳŜƴǘΣ ōƻǘƘ ŦƻǊ άƳŀǎǎ ŀŦŦƭǳŜƴǘέ ŎǳǎǘƻƳŜǊǎ ŀƴŘ 

more wealthy clients in its private bank 

 

BlackRock warns of volatility until Fed clarifies rates policy ς Pg. 19 

- .ƭŀŎƪwƻŎƪΩǎ ŀǎǎŜǘǎ ǳƴŘŜǊ ƳŀƴŀƎŜƳŜƴǘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ƭŀǎǘ ƳƻƴǘƘ ǿŜǊŜ ϷпΦрǘƴΣ Řƻǿƴ ŦǊƻƳ 

$4.7tn at the end of June, despite $50bn of inflows 

- Global stock markets fell 9% between June and September, partly on concern that a 

slowdown in China might drag the world into recession, something the Fed alluded to in its 

September decision to keep US rates at zero 

 

Dutch pension funds turn mortgage lenders ς Pg. 22 

- If you need a mortgage in the Netherlands, you might not be borrowing from a bank.  It 

might be a private fund, acting on behalf of institutional investors, that lends you money for 

25 years 

- So-called regiepartijen ς funds that originate loans on behalf of institutional investors ς are 

rapidly expanding 

- In the Netherlands large insurance companies as well as banks have historically originated 

mortgages.  But the new funds, and their growing size, are giving insurers and pension funds 

the opportunity to increase their role in a market for outstanding mortgages that was worth 

634bn in 2014 

- After a tremendous fall in house prices, the Dutch mortgage market is growing 

- The mortgage funds are able to collect funding from institutions and rapidly transfer it to 

consumers through a huge network of brokers ς a quirk of a market that is responsible for 

about 60% of total loan origination 

- MBS are typically issued by banks, which use them as a way to fund mortgage origination.  

In effect, regiepartijen bypasses this process, allowing vast sums to reach borrowers more 

directly 

 

Gold climbs as slow US growth dents rate case ς Pg. 22 

- The price of gold has risen to its highest for three-and-a-half months as signs that slower US 

growth than expected is weakening case for a rate rise by the Federal Reserve this year 

- ΧǊƻǎŜ ǘƻ ϷмΣмтуΦ30 a troy ounce ς the highest level since June 

 

Answer: (1) Federal Funds Rate and (2) Discount Rate 

 



14 October 2015 

 

Question: Lƴ ǘŜǊƳǎ ƻŦ ōŀƴƪƛƴƎΣ ǘƘŜ ŀŎǊƻƴȅƳ ά/!a9[{έ ǊŜǇǊŜǎŜƴǘǎΚ 

 

China set to choose London for its first overseas renminbi sovereign debt issue ς Pg. 1 

- China is set to issue government debt in renminbi in London, picking the city as the first 

overseas financial centre in which to open a sovereign debt market as it strives to popularize 

its currency 

- The plan is to issue Chinese treasury bonds in renminbi after laying the foundations with 

earlier launches of short-ǘŜǊƳ ŘŜōǘ ƻŦ ǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ /Ƙƛƴŀ όt.ƻ/ύΣ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΣΧ 

- China is keen to promote the renminbi as an international currency that is representative of 

.ŜƛƧƛƴƎΩǎ ƎǊƻǿƛƴƎ ŜŎƻnomic and diplomatic clout.  It wants the currency to be used not only 

as means of payment but also as an investment currency, allowing its government and 

corporations smooth access to raise funds overseas 

- Beijing is planning a second tranche of renminbi bonds issued in London by the China 

5ŜǾŜƭƻǇƳŜƴǘ .ŀƴƪΣ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƭŜŀŘƛƴƎ ǎƻǳǊŎŜ ƻŦ ŦƛƴŀƴŎŜ ŦƻǊ ƻǾŜǊǎŜŀǎ ƛƴǾŜǎǘƳŜƴǘ ǇǊƻƧŜŎǘǎ 

 

Fall in imports heightens fears over Chinese economy ς Pg. 6 

- /ƘƛƴŀΩǎ ƛƳǇƻǊǘǎ ǎƭƛŘ ŦƻǊ ǘƘŜ ммth straight month, adding to economisǘǎΩ ƎǊƻǿƛƴƎ ōŜŀǊƛǎƘƴŜǎǎ 

ς now at a post global financial crisis low ς as policymakers seek to arrest an economic 

slowdown 

- {ŜǇǘŜƳōŜǊΩǎ мтΦт҈ ȅŜŀǊ-on-year drop in imports, in renminbi terms, further underlines the 

ŎƘŀƭƭŜƴƎŜǎ ƻŦ /ƘƛƴŀΩǎ ƭƻƴƎǎǘŀƴŘƛƴƎ ōƛŘ ǘƻ pivot the economy away from investment-led 

growth and cheap exports towards domestic consumption 

- Slower growth in China has shaken global stock markets in recent months 

 

Buffet clout brought to bear in rules fight ς Pg. 18 

- The Head of Swiss Re has predicted that regulators will drop proposals to hit biggest 

reinsurances groups with tougher safety rules, thanks in large part to the influence of 

investor Warren Buffett 

- aǊ .ǳŦŦŜǘǘΩǎ ǎǘŀǘǳǎ ƛƴ ¦{ ŦƛƴŀƴŎƛŀƭ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ŎƛǊŎƭŜǎ ǎŜŜƳŜŘ ǘƻ ƘŀǾŜ ƘŜƭǇŜŘ ǊŜƛƴǎǳǊŜǊǎ 

ŦŜƴŘ ƻŦŦ ƛƴŎƭǳǎƛƻƴ ƛƴ ǘƘŜ ǎȅǎǘŜƳƛŎŀƭƭȅ ƛƳǇƻǊǘŀƴǘ ƛƴǎǳǊŜǊǎ ƭƛǎǘΣ Χ 

- aǊ .ǳŦŦŜǘǘΩǎ .ŜǊƪǎƘƛǊŜ IŀǘƘŀǿŀȅ ƎǊƻǳǇ ǿŀǎ ōǳƛƭǘ ƻƴ ŀ ŦƻǳƴŘŀǘƛƻƴ ƻŦ ƛƴǎǳǊŀƴŎŜ ŀƴŘ 

reinsurance investment, notably the 1998 deal for General Re 

- Failure to subject reinsurers to tighter scrutiny would cause consternation in the broader 

insurance industry 

- Reinsurers operate in a more concentrated market.  Between them, Munich Re, the biggest, 

and Swiss Re are estimated to control about a quarter of the non-life reinsurance market 

 

Deflation takes pound down after M&A boost ς Pg. 22 

- {ǘŜǊƭƛƴƎ ǿƘƛǇǎŀǿŜŘ ǘƘǊƻǳƎƘ ȅŜǎǘŜǊŘŀȅΩǎ ǘǊŀŘƛƴƎΣ ŎƭƛƳōƛƴƎ ǎƘŀǊǇƭȅ ƻƴ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻŦ ƻƴŜ ƻŦ 

ǘƘŜ ¦YΩǎ ōƛƎƎŜǎǘ aϧ! ŘŜŀƭǎ ōŜŦƻǊŜ ǘǳǊƴƛƴƎ ǘŀƛƭ ƻƴ Řŀǘŀ ǎƘƻǿƛƴƎ ƛƴŦƭŀǘƛƻƴ ŦŀƭƭƛƴƎ ōŜƭƻǿ ȊŜǊƻ 

 

US inflation dilemma hinges on the dollar ς Pg. 24 



- ²ƛǘƘƻǳǘ ƛƴŦƭŀǘƛƻƴ ƳƻǾƛƴƎ ǘƻǿŀǊŘǎ ƛǘǎ н҈ ǘŀǊƎŜǘΣ ǘƘŜ CŜŘ ƛǎ ǎǘǳŎƪΦ  ¢ƘŜ ƻǳǘƭƻƻƪΧƛǎ ŦƻǊ 

inflation to pick up next year, rise further in 2017, but not to reach 2% until 2018 

- The dollar, measured against a basket of trade partner currencies, has drifted down 1%.  EM 

currencies have looked more sprightly 

- A waning dollar and a bottoming in commodity prices, along with the modest US wage 

ƎǊƻǿǘƘΣ Χ 

 

Answer: Capital Adequacy, Assets, Management Capability, Earnings, Liquidity, and Sensitivity 

 

13 October 2015 

 

Question: Name two of the securities found in the Money Markets. 

 

Economics pioneer wins Nobel Prize ς Pg. 2 

- Angus Deaton, a British-born economist at Princeton University in the US, has won the 

Nobel Prize for economics for his pioneering work into what determines poverty and how 

people make their consumption decisions 

- He warned against using aggregate data for the whole economy to justify important policy 

decisions and showed how it is essential to understand what happens to different groups of 

consumers, depending on their age or income levels 

 

!ŦǊƛŎŀ Ƙƛǘ ōȅ ΨŦǊƻƴǘƛŜǊΩ ŘŜōǘ ōŀŎƪƭŀǎƘ ς Pg. 22 

- Sub-Saharan African countries are being forced to reconsider development projects as the 

sell-off in emerging markets makes access to international finance increasingly unaffordable 

- Governments that were able to tap international capital markets for record sums of debt, 

ǘƘŀƴƪǎ ǘƻ Ǝƭƻōŀƭ ƛƴǾŜǎǘƻǊǎΩ ƘǳƴƎŜǊ ŦƻǊ ȅƛŜƭŘΣ ŦŀŎŜ ǎƘŀǊǇƭȅ ƘƛƎƘŜǊ ōƻǊǊƻǿƛƴƎ Ŏƻǎǘǎ ŀǎ ǘƘŜ 

ǎƭƻǿŘƻǿƴ ƛƴ /ƘƛƴŀΩǎ ŜŎƻƴƻƳȅ ŀƴŘ ŎƻƭƭŀǇǎŜ ƛƴ ŎƻƳƳƻŘƛǘȅ ǇǊƛŎŜǎ ƳŀƪŜ άŦǊƻƴǘƛŜǊέ ŘŜōǘ ƭŜǎǎ 

palatable to investors 

 

Bond predators dragged down by distressed bets ς Pg. 22 

- So-called distressed debt funds seek lucrative opportunities in parts of the credit market 

where many investors fear to tread, snapping up the bonds or loans of borrowers that are 

nearing or have filed for bankruptcy 

- The bet is sometimes that a company only needs more time and money to get on an even 

keel.  Or the distressed debt fund can step in and take it over in a restructuring 

- Usually the price of debts has been pushed below fair value ς based on the expected 

recovery value of assets ς by panicky traditional investors, which flee at the slightest whiff of 

danger 

- Distressed debt hedge funds have lost on average 4.2% in the year to the end of 

{ŜǇǘŜƳōŜǊΣΧ 

- Traditional municipal bond investors have fled Puerto Rico in recent years, sending yields 

ǎǇƛǊŀƭƛƴƎ ƘƛƎƘŜǊΧ 



- ¢ǿƻ άƭƛǘƛƎŀǘƛƻƴ Ǉƭŀȅǎέ ƛƴ ŘŜōǘǎ ƻŦ ²ŀǎƘƛƴƎǘƻƴ aǳǘǳŀƭ ŀƴŘ [ŜƘƳŀƴ .ǊƻǘƘŜǊǎΣ ǿƘƛŎƘ ōƻǘƘ 

collapsed in the financial crisis, have gone awry this year, inflicting further losses on some 

funds 

 

Answer: (1) Treasuries and (2) Commercial Paper 

 

12 October 2015 

 

Question: Name two sources of funds for Financial Intermediaries. 

 

Top European bakers warn of US threat to their future ς Pg. 1 

- European plans to introduce a financial transaction tax and structure reforms separating 

ǊŜǘŀƛƭ ōŀƴƪǎ ŦǊƻƳ ƛƴǾŜǎǘƳŜƴǘ ōŀƴƪƛƴƎ ŀŎǘƛǾƛǘƛŜǎ ǿƻǳƭŘ άƭƛƳƛǘ ǘƘŜ ŜȄǘŜƴǘ ǘƻ ǿƘƛŎƘ 9ǳǊƻǇŜŀƴ 

ōŀƴƪǎ Ŏŀƴ ƻǇŜǊŀǘŜ ƻƴ ǘƘŜ ŎŀǇƛǘŀƭ ƳŀǊƪŜǘǎέ  

- ά¢Ƙƛǎ ƛǎ ǳƴǿƛǎŜ ς and unfair, since US banks with large investment banking activities based in 

[ƻƴŘƻƴ ǿƻǳƭŘ ŜŦŦŜŎǘƛǾŜƭȅ ōŜ ŜȄŜƳǇǘ ŦǊƻƳ ǘƘŜ ǊǳƭŜǎέ 

- Big banks were held back from merging by the sliding scale of extra capital requirements for 

global systematically important banks 

 

CŜŘΩǎ CƛǎŎƘŜr voices caution on outlook ς Pg. 2 

- ΧǎƘŀǊŜŘ ǘƘŜ ǾƛŜǿ ƘŜƭŘ ōȅ Ƴƻǎǘ CŜŘ ǊŀǘŜ-setters that it would be appropriate to lift interest 

rates in 2015 as the central bank responds to diminishing spare capacity in the labour 

market 

- Markets are putting very low odds on the Fed lifting short-term rates at its October 27-28 

ƳŜŜǘƛƴƎΧ 

 

US women fall behind in the workforce ς Pg. 2 

- Last year the labour force participation rate of prime-age American women fell behind that 

of Japan ς a country traditionally viewed as being a global laggard ς leaving it languishing 

below the majority of OECD nations including Sweden, France, and even Greece 

- The reasons for declines in US labour force participation, which measures people in work or 

looking for a post, are complex and heavily contested 

- The share of US woman either in work or looking for a post soared from just 33% of 25-54 

year olds in the 1940s to 77% at the start of the 2000s.  yet since then it has trended to 

about 73% - ŜǾŜƴ ŀǎ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎΩ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ǊŀǘŜǎ ƛƳǇǊƻǾŜŘ 

- The ageing population explains a chunk of the departures from the labour force, but dismal 

numbers among individuals aged 25-54 point to other forces at work.  Among prime-age 

men, only Italy and Israel have lower participation rates among 34-countries tracked by the 

OECD 

- Χ!ƳŜǊƛŎŀƴΩǎ ǿƻǊƪŦƻǊŎŜ ƛǎ ōŜƛƴƎ ŘƛǎǇǊƻǇƻǊǘƛƻƴŀǘŜƭȅ ŀŦŦŜŎǘŜŘ ōȅ ǘƘŜ ƴǳƳōŜǊ ƻŦ ƳŜƴ ǿƘƻ 

have fallen foul of the law.  Some 70m ς мллƳ ƻŦ !ƳŜǊƛŎŀΩǎ ǇƻǇǳƭŀǘƛƻƴ ƘŀǾŜ ŎǊƛƳƛƴŀƭ 

records, raising a major barrier to their hopes of getting employed 

 



Answer: (1) Deposits (lenders, credit unions, pension funds), (2) Premiums (life insurance), (3) Share 

issuance (mutual fund) 

 

10 October 2015 

 

Question: Describe the purpose of an investment banking house. 

 

.ŀƴƪǎ ƎƛǾŜ ǳǇ ¦{ ŜȄǇŀǘǎΩ Řŀǘŀ ǘƻ ǘƘŜ ǘŀȄƳŀƴ ς Pg. 2 

- Bank details belonging to hundreds of thousands of American expats have been passed to 

Washington, marking the start of a new era of data exchange by governments intent on 

cracking down on tax cheats 

- The US, which is moving ahead of other countries in closing its net on offshore tax evaders, 

has already been forced to give some governments an extra year to comply with new rules 

requiring them to hand over bank details of US citizens 

- The US has also agreed to reciprocate by passing on information about US accounts to 34 

ŎƻǳƴǘǊƛŜǎ ǘƘŀǘ ƳŜŜǘ ƛǘǎ άǎǘǊƛƴƎŜƴǘ ǎŀŦŜƎǳŀǊŘΣ ǇǊƛǾŀŎȅΣ ŀƴŘ ǘŜŎƘƴƛŎŀƭ ǎǘŀƴŘŀǊŘǎέ 

 

US dividend growth faces headwinds ς Pg. 13 

- With the US bond market signaling no shift in the current low interest rate climate, equity 

investors face a tougher time securing a stream of ever rising dividend income from 

companies 

- While S&P500 dividends payments continue to set records, as fears of a global slowdown 

keep executives from pumping up shareholder returns.  The average dividend has increased 

13.5% for Sϧtрлл ŎƻƳǇŀƴƛŜǎ ǎƻ ŦŀǊ ƛƴ нлмрΣ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ŀ мтΦо҈ ǊƛǎŜ ŀ ȅŜŀǊ ŜŀǊƭƛŜǊΣΧ 

- In recent years, yield-starved investors have sought shares that pay hefty dividends, a point 

of attraction for the likes of McDonalds, Walmart and Exxon.  The appeal of dividends 

remains strong, particularly as Wall Street economists and strategists are cutting forecasts 

for where the benchmark 10-year Treasury will end the year 

- The benchmark yield is seen by some as falling back towards 2%, as the market believes the 

Federal Reserve will not tighten interest rate policy until next year 

- Companies are loath to cut dividends, a signal that the board of directors and management 

see the long-term earnings power diminishing.  Buybacks tend to be more episodic.  More 

than a tenth of the companies within the S&P500 are on the aristocrats list, including 3m, 

AT&T, Chevron and PepsiCo 

 

Answer: όмύ 5ŜǎƛƎƴ {ŜƭƭŀōƭŜ {ŜŎǳǊƛǘƛŜǎΣ όнύ .ǳȅ ǎŜŎǳǊƛǘƛŜǎ ŦǊƻƳ ŎƻǊǇƻǊŀǘƛƻƴǎΣ όоύ wŜǎŜƭƭ ǘƻ ΨǎŀǾŜǊǎΩ όōǊƻƪŜǊ 

transactions) 

 

9 October 2015 

 

Question: What are four requirements to transfer capital within an efficient market? 

 

ECB keeps faith in gradual Eurozone recovery despite August equities turmoil ς Pg. 4 



- ¢ƘŜ ŜǳǊƻȊƻƴŜΩǎ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅƳŀƪŜǊ ǿŀƴǘǎ ƳƻǊŜ ǘƛƳŜ ǘƻ ŘŜŎƛŘŜ ǿƘŜǘƘŜǊ ǘƻ ōŜŜŦ ǳǇ ǘƘŜƛǊ 

1.1tn (euro) quanǘƛǘŀǘƛǾŜ ŜŀǎƛƴƎ ǇŀŎƪŀƎŜΣ Χ 

- More disappointing news on the global economy could force the ECB to act either by 

extending the duration of QE, accelerating the pace of bond buying, or broadening the 

scope of assets included on the list of what the bank can buy 

- The IMF warned this week that the global economy was set to record its weakest expansion 

this year since the nadir of the global financial crisis in 2008 

 

.ŀŘ ƭƻŀƴǎ ǎƻŀǊ ƛƴ LƴŘƛŀΩǎ ΨōǊƻƪŜƴΩ ōŀƴƪǎ ς Pg. 19 

- The Indian economy is growing at a respectable rate of more than 7% a year, faster than any 

other large emerging market 

- But the state-controlled banks lent so much in previous years to infrastructure and steel 

companies for unprofitable road projects, power stations and factories that they have been 

left in aggregate with an alarming level of bad and doubtful loans 

- CƻǊ ǇǳōƭƛŎ ǎŜŎǘƻǊ ōŀƴƪǎΣ ōŀŘ ƭƻŀƴǎ ŀƴŘ άǎǘǊŜǎǎŜŘ ŀǎǎŜǘǎέ ǘƻƎŜǘƘŜǊ ŀŎŎƻǳƴǘŜŘ ŦƻǊ ƳƻǊŜ ǘƘŀƴ 

14% of assets at the end of June, compared with just 4.8% for the more disciplined and 

profit-motivated private sector banks that account for only a quarter of all lending.  One 

state bank exceeded 19% of assets in bad and doubtful loans 

- The RBI and the government, which has owned most of the banks since their nationalization 

in 1969, are urgently trying to reform and bolster the state banks that have for decades 

been riddled by corruption and incompetence 

 

Treasury risk rises as debt ceiling looms ς Pg. 22 

- ¢ƘŜ ¦{ ¢ǊŜŀǎǳǊȅΩǎ ŎǳǊǊŜƴǘ ŘŜōǘ ŎŜƛƭƛƴƎ ǎǳǎǇŜƴǎƛƻƴ ŜȄǇƛǊŜŘ ƛƴ aŀǊŎƘΣ ŀƴŘ ǎƛƴŎŜ ǘƘŜƴ ƻŦŦƛŎƛŀƭǎ 

have had to rely on cash reserves, shuffling money back and forth, and accounting gimmicks, 

ƪƴƻǿƴ ŀǎ άŜȄǘǊŀƻǊŘƛƴŀǊȅ ƳŜŀǎǳǊŜǎέ 

- But Jack Lew, Treasury secretary, told Congress last week the government would have less 

than $30bn of cash by about November 5, perilously little, and with no ability to borrow 

more 

- ΧŀǇǇǊƻǾŜ ŀ ǎƳŀƭƭ ǊƛǎŜ ƻŦ ǘƘŜ Ϸмуǘƴ ƭƛƳƛǘΧ 

- ΧǘƘŜǊŜ ŀǊŜ ǇƭŜƴǘȅ ƳƻǊŜ ǇǊŜǎǎƛƴƎ ƛǎǎǳŜǎ ǘƻ ŘƛǎǘǊŀŎǘ ŀƴŘ ǎǇƻƻƪ ƛƴǾŜǎǘƻǊǎΣ ǎǳŎƘ ŀǎ ƳƻǳƴǘƛƴƎ 

concerns over the health of the global economy and a potentially pivotal corporate earnings 

season starting this week 

- So far investors are not pricing in any chance of the US government being forced to default 

on its debts 

- The lack of alarm in the Treasury market is partly a product of a looming debt ceiling itself.  

The US government has been paring back issuance of shorter-dated bills during the 

approach to the ceiling, even as demand has continued to be robust 

 

wƛǎƪƛŜǊ wa.{ ǎŀƭŜǎ ǘƻ ŘƻǳōƭŜ ƭŀǎǘ ȅŜŀǊΩǎ ǘƻǘŀƭ ς Pg. 24 

- Sales of repackaged lower-quality UK mortgages have reached their highest level since the 

financial crisis, driven by a new generation of lenders filling a void vacated by high-street 

institutions 



- Home loans of this type, which do not meet strict high-street lending criteria, are a big 

ŘǊƛǾŜǊ ƻŦ ǘƘŜ ¦YΩǎ ǎŜŎǳǊƛǘƛȊŀǘƛƻƴ ƳŀǊket.  They represent about a quarter of total issuance of 

UK residential MBS this year, against 12% last year 

- Securitization is the process by which large quantities of assets, such as mortgages, credit 

card loans or car loans, are packaged into special vehicles and sold on as bonds to investors.  

This removes the loans from the balance sheets of the lenders and provides funding to 

support further lending 

 

Answer: (1) Stable Government, (2) Low Inflation, (3) Savings (personal, corporate, fiscal), (4) 

Competition, (5) Disclosure (transparency), and (6) Fair Market Rules (legal system) 

 

____________________________________________________________________________________ 

8 October 2015 

 

Question: What is inflation? 

 

Slowdown forces Norway to draw from oil savings ς Pg. 2 

- A slowdown in Norway is forcing the government to tap into its vast oil savings for the first 

time as it cuts taxes in an attempt to boost faltering growth and accelerate its economic 

transformation 

- ±ŀƭǳŜŘ ŀǘ ϷурлōƴΣ ǘƘŜ ƻƛƭ ŦǳƴŘ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ largest sovereign wealth fun, with total 

investments amounting to more than 1% of all global shares 

- Norway has been hard hit by the oil price collapse in the past year, and unemployment has 

also risen.  Last month the central bank cut interest rates to record lows and hinted at 

further reductions next year, saying that the prospects for growth and investment has 

weakened 

 

Shocks to financial stability risk fresh global recession, warns fund ς Pg. 3 

- The world risks a slide into a fresh financial crisis leading to global recession if governments 

ŀƴŘ ǇƻƭƛŎȅƳŀƪŜǊǎ ƳƛǎƘŀƴŘƭŜ ƎǊƻǿƛƴƎ ƳŀǊƪŜǘ ǎǘŀōƛƭƛǘȅ ǊƛǎƪǎΣ Χ 

- Lƴ ŀŘǾŀƴŎŜŘ ŜŎƻƴƻƳƛŜǎΣ ǘƘŜ ƎǊŜŀǘŜǎǘ Ǌƛǎƪǎ ŎŀƳŜ ŦǊƻƳ ǘƘŜ CŜŘΩǎ ƭƛƪŜƭȅ ŘŜŎƛǎƛƻƴ ǘƻ ǊŀƛǎŜ 

interest rates, which the fund urged should be done in a way that did not spook markets.   

 

Global economy ς Pg. 9 

- Policymakers badly underestimate the risks of both a return to recession in the west and of 

a global growth recession.  If a recession were to occur, monetary policymakers lack the 

tools to respond.  There is essentially no room left for easing in the industrial world 

- Interest rates are expected to remain very low almost permanently in Japan and Europe and 

to rise only very slowly in the US 

- We are in a new macroeconomic epoch where the risk of deflation is higher than that of 

inflation and we cannot rely on the self-restoring features of market economies 

- History tells us that markets are inefficient and often wrong in their judgments about 

economic fundamentals.  It also teaches us that policymakers who ignore adverse market 

signals because they are inconsistent with their preconceptions risk serious error 



- First, the risks tilt heavily towards inflation rates that are below official targets 

- Second, the prevailing expectation of extraordinarily low real interest rates.  Real rates have 

been on a downward trend for nearly 25 years 

- Emerging markets hit reverse 

 

Answer: Year-over-year of a basket of goods as selected and weighted by the government agency! 

 

7 October 2015 

 

Question: Ψ¢ƛǎ ōŜǘǘŜǊ ǘƻ ƘŀǾŜ ƭƻǾŜŘ ŀƴŘ ƭƻǎǘΤ ǘƘŀƴ ƴŜǾŜǊ ǘƻ ƘŀǾŜ ƭƻǾŜŘ ŀǘ ŀƭƭΧǿƘƻ ŎƻƛƴŜŘ ǘƘƛǎ ǇƘǊŀǎŜ ŀƴŘ 

is it true? 

 

Hedge funds suffer worst post-crisis loss as market turmoil rocks big names ς Pg. 1 

- The sector as a whole lost $78bn in August, the worst monthly fall in assets in absolute 

terms since hŎǘƻōŜǊ нллу ŀŦǘŜǊ ǘƘŜ ŎƻƭƭŀǇǎŜ ƻŦ [ŜƘƳŀƴ .ǊƻǘƘŜǊǎΧΦ 

- ¢ƻǘŀƭ ƘŜŘƎŜ ŦǳƴŘ ƛƴŘǳǎǘǊȅ ŀǎǎŜǎ ŀǘ ǘƘŜ ŜƴŘ ƻŦ !ǳƎǳǎǘ ǎǘƻƻŘ ŀǘ ϷоΦлрǘƴΣ ΧΦ 

- ¢ƻǘŀƭ ƘŜŘƎŜ ŦǳƴŘ ŀǎǎŜǘǎ ƘŀǾŜ ŘƻǳōƭŜŘ ǎƛƴŎŜ нллуΣ Χ 

- Hedge funds were so named because they sought to protect investors from market volatility 

through hedging.  But as the sector has grown, some have opted to instead take large, 

concentrated bets on specific stocks or trades 

 

IMF warns of worst global growth since financial crisis ς Pg. 2 

- The world economy will this year grow at its slowest pace since the global financial crisis, 

ΧǿƛǘƘ ŀ ŘŜŜǇ ǎƭƻǿŘƻǿƴ ƛƴ /Ƙƛƴŀ ŀƴŘ ƻǘƘŜǊ ŜƳŜǊƎƛƴƎ ŜŎƻƴƻƳƛŜǎ ƳŀǎƪƛƴƎ ŀ ǎǘǊŜƴƎǘƘŜƴƛƴƎ 

recovery in rich countries 

- It will mark the fifth consecutive year in which average growth in emerging economies has 

declined Χ 

- ¢Ƙƛǎ ŘǊŀƎ ƻƴ Ǝƭƻōŀƭ ƎǊƻǿǘƘ ƛǎ ǎǳŦŦƛŎƛŜƴǘ ǘƻ Ǉǳƭƭ ƛǘ Řƻǿƴ ǘƻ оΦм҈ ǘƘƛǎ ȅŜŀǊΣΧ 

- There was not one specific cause of the global economic weakness, the IMF said, although 

the slowdown in China and its realignment towards consumption and services compounded 

pain for countries that export oil and metals 

- The IMF expects 6.8% growth in China for 2015, moderating to a rate of 6.3% for much of 

the rest of the decade 

- Russia and Brazil, two countries that enjoyed rapid growth when commodity prices were 

high, would be ƳƛǊŜŘ ƛƴ ŘŜŜǇ ǊŜŎŜǎǎƛƻƴǎΧ 

 

World economy on verge of tumbling into dollar recession ς Pg. 2 

- A strong US dollar combined with slowing global growth is set to plunge the world into its 

ŦƛǊǎǘ ƻǳǘǊƛƎƘǘ ¦{ ŘƻƭƭŀǊ ǊŜŎŜǎǎƛƻƴ ǎƛƴŎŜ нллфΣΧ 

- άнллф ǿŀǎ ŀ ŎƻƴǘǊŀŎǘƛƻƴ in US dollar GDP growth and we estimate that 2015 will show an 

ŜǾŜƴ ƎǊŜŀǘŜǊ ŎƻƴǘǊŀŎǘƛƻƴ ƛƴ ¦{ ŘƻƭƭŀǊ D5t ƎǊƻǿǘƘέ 

- ΧLaC ǎǘŀǘƛǎǘƛŎǎ ǎǳƎƎŜǎǘŜŘ ǘƘŀǘ Ǝƭƻōŀƭ D5t ƛƴ ƴƻƳƛƴŀƭ ¦{ ŘƻƭƭŀǊ ǘŜǊƳǎ ǿƻǳƭŘ Ƙƛǘ ϷтпΦрǘƴ ǘƘƛǎ 

year, a contraction of $2.7tn from 2014.  This compares to the $3.3tn US dollar recession in 

2009, the steepest since records began in the early 1960s 



- The dollar is up 6.8% against a trade weighted basket of major currencies this year 

 

Renminbi surpasses yen in payment stakes ς Pg. 22 

- /ƘƛƴŀΩǎ ǊŜƴƳƛƴōƛ Ƙŀǎ ǎǳǊǇŀǎǎŜŘ ǘƘŜ WŀǇŀƴŜǎŜ ȅŜƴ ǘƻ ōŜŎƻƳŜ ǘƘŜ ǿƻǊƭŘΩǎ ŦƻǳǊǘƘ-most-used 

payments currency, despite an unexpected devaluation and concerns about slowing Chinese 

growth 

- ¢ƘŜ ǊŜƴƳƛƴōƛ ŀŎŎƻǳƴǘŜŘ ŦƻǊ нΦтф҈ ƻŦ Ǝƭƻōŀƭ ǇŀȅƳŜƴǘǎ ƛƴ ǾŀƭǳŜ ǘŜǊƳǎ ƛƴ !ǳƎǳǎǘΧ 

- Hong Kong remains the dominant centre for offshore and cross-border renminbi payments, 

handing 70.4%.  Singapore and London are the next biggest performers, accounting for 

24.5% and 21.6%, respectively 

 

Answer: !ƭŦǊŜŘ [ƻǊŘ ¢ŜƴƴȅǎƻƴΩǎ ǇƻŜƳ άƛƴ aŜƳƻǊƛŀƳΥнтΣ мурлΦ  ! ǉǳŜǎǘƛƻƴ ǘƻ ǇƻƴŘŜǊΧ 

 

6 October 2015 

 

Question: What are the measures of efficiency? 

 

Bernanke attacks Capitol Hill over crisis role ς Pg. 2 

- ΧΦ.ŜǊƴŀƴƪŜ ŀŘƳƛǘǘŜŘ ǘƘŜ CŜŘ ƘŀŘ ŦŀƛƭŜŘ ǘƻ ǎǇƻǘ ǎƻƳŜ ƻŦ ǘƘŜ ŘŀƴƎŜǊǎ ōǳƛƭŘƛƴƎ ōŜŦƻǊŜ ǘƘŜ 

financial crash, and said that the controversial rescues of Bear Stearns and the insurance 

ŎƻƳǇŀƴȅ !LD ƘŀŘ ŘŀƳŀƎŜŘ ƛǘǎ ǇƻƭƛǘƛŎŀƭ ǎǘŀƴŘƛƴƎ ŀƴŘ άŎǊŜŀǘŜŘ ƴŜǿ Ǌƛǎƪǎ ǘƻ ƛǘǎ 

ƛƴŘŜǇŜƴŘŜƴŎŜέ 

- !ǎ ǎǳƎƎŜǎǘŜŘ ōȅ ǘƘŜ ǘƛǘƭŜ ƻŦ Ƙƛǎ ōƻƻƪΣ ¢ƘŜ ŎƻǳǊŀƎŜ ǘƻ !ŎǘΧΦ 

- ά¢ƘŜ CŜŘ Ŏŀƴ ǎǳǇǇƻǊǘ ƻǾŜǊŀƭƭ Ƨƻō ƎǊƻǿǘƘ ŘǳǊƛƴƎ ŀƴ Ŝconomic recovery, but it has no power 

to address the quality of education, the pace of technological innovation, and other factors 

ǘƘŀǘ ŘŜǘŜǊƳƛƴŜ ƛŦ ǘƘŜ Ƨƻōǎ ōŜƛƴƎ ŎǊŜŀǘŜŘ ŀǊŜ ƎƻƻŘ Ƨƻō ǿƛǘƘ ƘƛƎƘ ǿŀƎŜǎέ 

- Mr Bernanke argues the US is wellplaced economically compared with many of its partners, 

in part because of more favourable demographics and a record for technological innovation 

- He argues in the book that invoking worries about moral hazard in the middle of the crisis 

ǿƻǳƭŘ ƘŀǾŜ ōŜŜƴ ΨƳƛǎƎǳƛŘŜ ŀƴŘ ŘŀƴƎŜǊƻǳǎέ 

 

Developing economies at mercy of shifting flows ς Pg. 26 

- Paul Volcker took over as chairman of the Federal Reserve in 1979 with a mission to take US 

inflation after the oil price and commodity shocks of the decade then coming to a close 

- Problems in Latin America came to a head three years after he took office, driven by a rising 

debt burden, falling commodity prices and capital flight.  In August 1982 Mexico told the 

commercial banks that had funded its industrialization it could not pay its debts.  Alarmed 

bankers in effect stopped lending, prompting a Latin American financial crisis.  More than 30 

years later the question for emerging markets is where the similarities and differences lie 

- The Fed has said US monetary policy should start to tighten this year, but it is the threat of 

falling prices, not inflation, which exercises policymakers.  Recession in China, both an 

ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘ ŀƴŘ ǘƘŜ ǿƻǊƭŘΩǎ ǎŜŎƻƴŘ-largest economy, may determine the direction for 

global growth and whether commodity prices continue to fall 



- Central banks have accumulated reserves of hard currency, focusing attention on whether 

ǘƘŜ ǊŜƎƛƻƴΩǎ ŎƻǊǇƻǊŀǘŜ ōƻǊǊƻǿŜǊǎ ŀǊŜ Ƴƻǎǘ ǾǳƭƴŜǊŀōƭŜ ǘƻ ǎƘƛŦǘǎ ƛƴ ǘƘŜ Ŧƭƻǿ ƻŦ ƳƻƴŜȅΦ  

Changes in the movement of dollars through the global financial system appear set to be the 

biggest shift to the status quo 

- Adding to the pressure is another throwback to the 1970s: petrodollars.  High prices for 

crude then resulted in oil producers having large surpluses of dollars to invest, much of 

which went to emerging markets.  Falling prices mean fewer petrodollars cycling back into 

the system, and the flow may even reverse, as countries such as Saudi Arabia spend 

reserves built up in the past five years 

 

Fed finds it tough to make predictions ς Pg. 28 

- In a confusing past few weeks, the central bank kept rates on hold due in part to the risk of a 

global slowdown 

- ¢ƘŜ ƳŀǊƪŜǘΩǎ ƧǳŘƎƳŜƴǘ Ƙŀǎ ōŜŜƴ ǎǿƛŦǘΣ ǿƛǘƘ ǘƘŜ ōŜƴŎƘƳŀǊƪ мл-year Treasury yield back 

below 2%, its lowest since April 

- 9ȄǇŜŎǘŀǘƛƻƴǎ ǘƘŀǘ ǘƘŜ ¦{ ǿƛƭƭ ƳŜŜǘ ǘƘŜ CŜŘΩǎ н҈ ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘ ŀǊŜ ŀƭǎƻ ŘƻǿƴΣ ΧΦ 

 

Answer: Sharpe, Treynor, and Coefficient of Variation (CV) 
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Question: Traditionally, FFR and 30-day USD Libor have tracked with what spread? 

 

World Bank seeks capital boost as slowdown strains resources ς Pg. 1 

- Χōƻƻǎǘ ǘƘŜ Ϸнроōƴ ŎŀǇƛǘŀƭ ōŀǎŜ ƻŦ ƛǘǎ Ƴŀƛƴ ŀǊƳΣ ǘƘŜ LƴǘŜǊƴŀǘƛƻƴŀƭ .ŀƴƪ ŦƻǊ wŜŎƻƴǎǘǊǳŎǘƛƻƴ 

and Development, 

- An increase in World Bank capital appears to have some support from both the US 

administration and China 

 

EM turmoil flashes global warning lights ς Pg. 2 

- 9ƳŜǊƎƛƴƎ ŜŎƻƴƻƳƛŜǎ Ǌƛǎƪ άƭŜŀŘƛƴƎ ǘƘŜ ǿƻǊƭŘ ŜŎƻƴƻƳȅ ƛƴǘƻ ŀ ǎƭǳƳǇέΣ ǿƛǘƘ ƭƻǿŜǊ ƎǊƻǿǘƘ ŀƴŘ 

ŀ Ǌƻǳǘ ƛƴ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘǎΣ Χ 

- ΧƎƭƻōŀƭ ŜŎƻƴƻƳƛŎ ǇŀǘǘŜǊǎ ǿŜǊŜ άŘƛǎŀǇǇƻƛƴǘƛƴƎ ŀƴŘ ǳƴŜǾŜƴέ ǿƛǘƘ ǿŜŀƪŜǊ ƎǊƻǿth than last 

ȅŜŀǊ ŀƴŘ ǘƘŜ ŦƻǊŜŎŀǎǘǎ ǇǳōƭƛǎƘŜŘ ƻƴ ¢ǳŜǎŘŀȅ ǎƘƻǿƛƴƎ ƻƴƭȅ ŀ άƳƻŘŜǎǘ ŀŎŎŜƭŜǊŀǘƛƻƴ ŜȄǇŜŎǘŜŘ 

ƛƴ нлмсέ 

- The Tiger index ς Tracking Indices for the Global Economic Recovery ς shows how measures 

of real activity, financial markets and investor confidence compare with their historical 

averages in the global economy and within each country 

- Because emerging economies are now much more important in the global economy and 

growth rates are still higher than their developed counterparts, global growth is still 

hovering around 3%, close to its long-term average 

- While the IMF will recommend that countries maintain policies of cheap money, careful 

deficit cutting to minimize the contractionary effects and deep structural reforms to boost 

the longer-term potential for expansion, such calls have been falling on deaf ears 



 

Insurers face tough new safety rules ς Pg. 15 

- wŜƎǳƭŀǘƻǊǎ ǎŜŜƪƛƴƎ ǘƻ ǇǊŜǾŜƴǘ ŀ ǊŜǇŜŀǘ ƻŦ ǘƘŜ ŦŀƛƭǳǊŜ ƻŦ !LD Ǉƭŀƴ ǘƻ Ƙƛǘ ƴƛƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ 

biggest insurers with new safety rules that are tougher than some in the industry had 

expected 

- ΧƛƴŎǊŜŀǎŜ ǘƘŜ ŀƳƻǳƴǘ ƻŦ ŎŀǇƛǘŀƭ ǘƘŜȅ Ƴǳǎǘ ƘƻƭŘ ŀƎŀƛƴǎǘ ǳƴŜȄǇŜŎǘŜŘ ƭƻǎǎŜǎ ōȅ мл҈ ƻƴ 

average 

- The global rules for the big nine insurers come into force in 2019 

 

Fears over high level of company debt in Indonesia ς Pg. 18 

- Concern over external debt in corporate Indonesia is mounting as companies seek to roll 

over more than $42bn of foreign currency loans within the next 12 months, following a 

period of steep repuiah depreciation 

- External debt is a red flag to investors.  It added fuel to the Asian financial crisis of 1997-98, 

as ravaged currencies magnified foreign currency borrowings across swaths of the region 

- Some Asian currencies, including the Indonesian rupiah, are flirting with the levels hit at the 

time 

- Cheap US dollar borrowing has recently been luring more Indonesian issuers, especially as 

the home market is thin and under-developed 

- With foreign currency debt mounting, the central bank last year required companies to 

hedge a greater portion of their foreign currency borrowings in an attempt to guard against 

currency volatility ahead of a much-anticipated US rate hike 

 

Answer: 7 ς 12 basis points 
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Question: ¢ƘŜ ǇǊƛŎŜ ƻŦ ŀƴ ŀǎǎŜǘ ƛǎ ǉǳƻǘŜŘ ŀǎ ŀ ōƛŘκŀǎƪ ǎǇǊŜŀŘ ōȅ ŀ ƳŀǊƪŜǘ ƳŀƪŜǊΦ  ²Ƙŀǘ ƛǎ ǘƘŜ άǎǇǊŜŀŘέΚ 

 

US jobs data raise new rates doubts ς Pg. 1 

- ΧΦ¦{ ŜŎƻƴƻƳȅ ŎǊŜŀǘŜŘ мпнΣллл Ǉƻǎǘǎ ƛƴ {ŜǇǘŜƳōŜǊΣ ŦŜƭƭ ǎƘƻǊǘ ƻŦ ǘƘŜ нлмΣллл Ǝŀƛƴǎ 

economists had forecast and was more than two-fifths below the trailing 12-month 

ŀǾŜǊŀƎŜΣΧ 

- Χ!ǳƎǳǎǘΩǎ Ƨƻōǎ ǘŀƭƭȅ ǿŀǎ ǊŜǾƛǎŜŘ ŦǊƻƳ мто,000 to 136,000 and wage growth flatlined.  The 

jobless rate was unchanged at 5.1% 

- Traders now expect the US central bank to wait to raise rates until March.  Odds that the 

Fed will move by March slipped to 51%, the first month where the probability of tighter 

ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅ ŜŎƭƛǇǎŜŘ ǘƘŜ рлΥпл ƘǳǊŘƭŜΣ Χ 

- The larger impediment to the Fed lifting rates for the first time since 2006 remains the 

inflation outlook, which has been muddied by a crumbling in the oil price over the past year 

- (Prof Note: Remember fourth quarter 2014 when I stated no rate rise in 2015???!!!  I stand 

by my prediction which was supported by the Yield Curve shape!) 

 

WŀǇŀƴΩǎ ŜŎƻƴƻƳƛŎ ǎǘǊŀƛƴǎ ƭŀƛŘ ōŀǊŜ ōȅ ǇƭƛƎƘǘ ƻŦ ǇƻƻǊ ǇŜƴǎƛƻƴŜǊǎ ς Pg. 4 



- Beyond the human toll, policymakers fear pensioners struggling on a fixed income explain 

why higher wages have not turned into rising consumption in Japan.  There are now seven 

pensioners for every 10 salaried workers ς and the ratio is rising fast 

- (Prof Note: This is why I dwell in all classes on retirement forecasting, planning, and 

ǇǊŜǇŀǊŀǘƛƻƴΧύ 

 

US earnings pose test for the bulls ς Pg. 13 

- Expectations for profits and revenues have been scaled back sharply over the past three 

months, felled by the weight of a slowdown in China, a drop in commodity prices and 

ructions across emerging markets 

- Areas of the US credit markets are also starting to crack, reflecting how the funding of 

massive share buybacks and a record year for mergers and acquisitions ς two forced that 

supported equities until August ς have prompted much higher corporate bond yields 

- More troubling, as the S&P 500 has slid nearly 7% since the start of January and faces its 

first negative year since 2011, is how areas that had been strong, notably healthcare, are 

souring 

- If realized, a drop in revenues would mark the third straight quarter without growth.  The 

absence of pricing power for companies chimes with the message from low, long-term US 

Treasury yields that inflation pressure is moribund 

 

Answer: Difference between buy price and sell price. 
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Question: A wife purchases insurance on her husband (the marriage is unhealthy and toxic).  What type 

ƻŦ άǘǊŀŘŜǊέ ƛǎ ǘƘŜ ǿƛŦŜΚ 

 

Capital flight darkens economic prospects for emerging markets ς Pg. 1 

- Emerging markets will suffer a net outflow of capital this year for the first time since the 

1980s as their economic fortunes darken and the US Federal Reserve prepares to lift interest 

rates 

- ΧƴŜǘ ŎŀǇƛǘŀƭ ƻǳǘŦƭƻǿǎ ǿƻǳƭŘ ŀƳƻǳƴǘ ǘƻ Ϸрплōƴ ǘƘƛǎ ȅŜŀǊΣ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜ ǘƘƛǎ ƘŀŘ ōŜŜƴ ǎƛƴŎŜ 

1988 

 

Nest ƻǇŜƴǎ ŘƻƻǊ ǘƻ ΨǎƳŀǊǘ ƘƻƳŜΩ ƎǊƻǿǘƘ ς Pg. 16 

- Nest is broadening its developer platform and opening an online store in its latest effort to 

become a one-stop destination for buying and controlling smart-home devices 

- bŜǎǘΩǎ ά[ŜŀǊƴƛƴƎ ¢ƘŜǊƳƻǎǘŀǘέ ǿŀǎ ƻƴŜ ƻŦ ǘƘŜ first internet-enables household devices to 

capture widespread attention 

- ¢ƘŜ ǇƭŀǘŦƻǊƳ ŎƻƳǇŜǘŜǎ ǿƛǘƘ !ǇǇƭŜΩǎ IƻƳŜƪƛǘΣ ǿƘƛŎƘ ƛǎ ōǳƛƭǘ ƛƴǘƻ ǊŜŎŜƴǘ ƛtƘƻƴŜǎΣ ŀƴŘ 

{ŀƳǎǳƴƎΩǎ {ƳŀǊǘ¢ƘƛƴƎǎΣ Χ 

 

Pension funds return to ABS in hunt for yields ς Pg. 22 



- Asset-backed securities are bond-like instruments that pay investors income based on 

underlying assets, from mortgages to credit card debt.  They theoretically allow banks to 

fund the origination of new assets by transferring risk from their balance sheets to investors 

- ABS may also benefit from investor aversion towards holding specific company bonds, 

rather than a pool of loans that are less volatile in times of stress 

 

Answer: ! άǎǇŜŎǳƭŀǊέ ŀǎ ǘƘŜ ǿƛŦŜ ƛǎ ǇǳǊŎƘŀǎƛƴƎ ǘƘŜ ƛƴǎǘǊǳƳŜƴǘ ǘƻ ǇǊƻŦƛǘ ŦǊƻƳ ǘƘŜ ƭƻǎǎ ƻŦ ƘŜǊ ƘǳǎōŀƴŘ.  

The strategy is profit-maximization. 

 

1 October 2015 

 

Question: ²Ƙŀǘ ƛǎ ŀ ά5ŜǊƛǾŀǘƛǾŜέΚ 

 

Deflation raises prospect of more quantitative easing ς Pg. 2 

- Last January, the ECB announced a huge programme of quantitative easing, buying up to 

60bn (euro) in assets per month, including government bonds, as it sought to return 

inflation to its target of close to 2% 

- With inflation driven down primarily by lower energy costs, however, economists remain 

confident that the Eurozone can still avoid a cycle of persistent falling prices 

- The fall in inflation, which was from 0.1% in August, markets the first time in six months that 

the 19-nation currency bloc has experienced deflation.  The main driver was energy prices, 

which were 8.9% lower than a year earlier, due to, in part, a slump in the oil market 

- /ƻǊŜ ƛƴŦƭŀǘƛƻƴΣ ǿƘƛŎƘ ǎǘǊƛǇǎ ƻǳǘ ǘƘŜ Ƴƻǎǘ ǾƻƭŀǘƛƭŜ ƛǘŜƳǎ ǎǳŎƘ ŀǎ ŜƴŜǊƎȅΣ ǎǘƻƻŘ ŀǘ лΦф҈Σ Χ 

- Externally, companies fear the slowdown in emerging markets and China in particular, is 

threatening to reduce the pace of exportsΩ ƎǊƻǿǘƘ 

- The other concern relates to the resilience of the euro, which has strengthened against the 

dollar after the US Federal Reserve delayed its first increase in interest rates since the crisis 

 

Emerging markets face fifth tough year, warns Lagarde ς Pg. 4 

- {ƘŜ ǎǳƎƎŜǎǘŜŘ ǘƘŀǘ ǘƘŜ LaCΩǎ ƪŜȅ ŎƻƴŎŜǊƴǎ ǎǳǊǊƻǳƴŘŜŘ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎΣ ǿƘƛŎƘ ŀǊŜ ōŜƛƴƎ 

hit by a China slowdown, falling commodity prices, the prospects of higher US interest rates, 

and the risk of more dollar appreciation 

 

WTO downgrades its forecast for global trade in 2015 ς Pg. 4 

- Χ²¢h ŜŎƻƴƻƳƛǎǘǎ ŜǎǘƛƳŀǘŜŘ ƎǊƻǿǘƘ ǘƘƛǎ ȅŜŀǊ ƻŦ нΦу҈Σ ŦǊƻƳ оΦо҈ ǇǊŜǾƛƻǳǎƭȅΣ ŀƴŘ ǿŀǊƴŜŘ 

that their prediction remained vulnerable to a cloudy outlook for the world economy 

- For decades before the crisis global trade reliably grew at twice the rate of the global 

ŜŎƻƴƻƳȅ ŀǎ ǇŀǊǘ ƻŦ ǿƘŀǘ ǎƻƳŜ ƘŀǾŜ ŎŀƭƭŜŘ ŀƴ ŜǊŀ ƻŦ άƘȅǇŜǊƎƭƻōŀƭƛȊŀǘƛƻƴέΣ ŦŜŘ ōȅ ǘƘŜ ǊƛǎŜ ƻŦ 

China and other emerging markets 

- ¢ƘŜ ōƛƎƎŜǎǘ ǎƘƛŦǘ ƛƴ ǘƘŜ ²¢hΩǎ ŦƻǊŜŎŀǎǘǎ ŎŀƳŜ ƛƴ !ǎƛŀ ǿƘŜǊŜΣ ǘƘŀƴƪǎ ƭŀǊƎŜƭȅ ǘƻ /ƘƛƴŀΩǎ 

slowing imports and exports, the predicted growth in exports was lowered to 3.1% from the 

р҈ ²¢h ŜŎƻƴƻƳƛǎǘǎ ǇǊŜŘƛŎǘŜŘ ƛƴ !ǇǊƛƭΧ 

 

Japan edges nearer recession as industrial production falls ς Pg. 4 



- ¢ƘŜ ŦƛƎǳǊŜǎ ǎǳƎƎŜǎǘ ǘƘŜ ǎƘƻŎƪ ŦǊƻƳ /ƘƛƴŀΩǎ ŜŎƻƴƻƳƛŎ ǎƭƻǿŘƻǿƴΣ ŎƻƳōƛned with sluggish 

consumption at home, is in danger of overwhelming the stimulus known as Abenomics 

- .ǳǘ ŀ ǎŜǊƛŜǎ ƻŦ ŘŜƳŀƴŘ ǎƘƻŎƪǎΣ ŦǊƻƳ ƭŀǎǘ ȅŜŀǊΩǎ ŎƻƴǎǳƳǇǘƛƻƴ ǘŀȄ ǊƛǎŜ ǘƻ ǘƘŜ ǎƭƻǿŘƻǿƴ ƛƴ 

China, are undermining that progress 

 

NY Fed urges no rollback in bank rules ς Pg. 24 

- There should be no rollback in banking regulation as there is little evidence that onerous 

ǊǳƭŜǎ ŀǊŜ ƘƻƭŘƛƴƎ ōŀŎƪƛƴƎ ǘǊŀŘƛƴƎ ƛƴ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘǎΣ Χ 

- The biggest concern, however, is the corporate bond market, where trading conditions have 

ŘŜǘŜǊƛƻǊŀǘŜŘ ƳŀǊƪŜŘƭȅΧΦ 

 

Answer: An asset for which the value is derived from an underlying asset. 

 

30 September 2015 

 

Question: What is the main difference between the money markets and capital markets? 

 

Equities face worst quarter since 2011 fears for global economy ς Pg. 1 

- US and global equities are heading for their worst quarterly showing since 2011, with 

ƛƴǾŜǎǘƻǊǎ ǊŀǘǘƭŜŘ ōȅ /ƘƛƴŀΩǎ ŜŎƻƴƻƳƛŎ ǎƭƻǿŘƻǿƴΣ ǳƴŎŜǊǘŀƛƴǘȅ ƻǾŜǊ CŜŘŜǊŀƭ wŜǎŜǊǾŜ ǇƻƭƛŎȅ 

and growing pessimism about corporate earnings 

- ΧLaC ȅŜǎǘŜǊŘŀy warned that corporate failures are likely to jump in the developing world, 

after a borrowing binge in the past decade 

- The S&P 500 has fallen 8.7%, the biggest decline since the third quarter of 2011 

- ΧƎƭƻōŀƭ ǎǘƻŎƪ ƳŀǊƪŜǘǎ ŀǊŜ ǇƻƛǎŜŘ ŦƻǊ ǘƘŜƛǊ ǿƻǊǎǘ quarterly showing since 2011, shedding 

more than $10tn in value 

- Investors have become increasingly unsettled by signs of weakening global growth and are 

now questioning the US earnings outlook as the largest economy prepares to raise rates for 

the first time in nearly a decade 

 

IMF issues warning on risks of Fed rise ς Pg. 3 

- ΧǿŀǊƴŜŘ ǘƘŀǘ ŜƳŜǊƎƛƴƎ ŜŎƻƴƻƳƛŜǎ ŀƴŘ ōƻƴŘ ƳŀǊƪŜǘǎ ƴŜŜŘ ǘƻ ǇǊŜǇŀǊŜ ŦƻǊ ŀƴ ƛƴŎǊŜŀǎŜ ƛƴ 

corporate failures if and when the US Federal Reserve and other central banks in advanced 

economies begin raising rates 

- ΧLaC ŜŎƻƴƻƳƛǎǘǎ ǿŀǊƴ ŀ ǎǳǊƎŜ ƛƴ ŎƻǊǇƻǊŀǘŜ ƭŜǾŜǊŀƎŜ Ƙŀǎ ǇǊŜŎŜŘŜŘ Ƴŀƴȅ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘ 

financial crises in history 

- Fed by the cheap cost of money, over the past decade the corporate debt of non-financial 

companies across major emerging market economies more than quadrupled from $4tn in 

2004 to more than $18tn in 2014.  In the same period, the average ratio of emerging market 

corporate debt to DGP grew by 26% 

- !ƳƻƴƎ ǘƘŜ LaCΩǎ ŎƻƴŎŜǊƴǎ ƛǎ ǘƘŜ ǎƛƎƴƛŦƛŎŀƴǘ ǎƘŀǊŜ ƻŦ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘ ōŀƴƪǎΩ ŀǎǎŜǘǎ tied up 

in corporate debt 

 

McKinsey warns banks on earnings threat from technology ς Pg. 16 



- The digital revolution sweeping through the banking sector is set to wipe out almost two-

thirds of earnings on some financial products as new technology companies drive down 

ǇǊƛŎŜǎ ŀƴŘ ŜǊƻŘŜ ƭŜƴŘŜǊǎΩ ǇǊƻŦƛǘ ƳŀǊƎƛƴǎ 

- ΧǘŜŎƘƴƻƭƻƎƛŎŀƭ ŎƻƳǇŜǘƛǘƛƻƴ ǿƻǳƭŘ ǊŜŘǳŎŜ ǇǊƻŦƛǘǎ ŦǊƻƳ ƴƻƴ-mortgage retail ending, such as 

credit cards and car loans, by 60% and revenues by 40% over the next decade 

 

9a ȅƛŜƭŘǎ ŜȄŎŜŜŘ ΨǘŀǇŜǊ ǘŀƴǘǊǳƳΩ ƭŜǾŜƭǎ ς Pg. 20 

- Borrowing costs for emerging market countries have climbed above levels seen during 

нлмоΩǎ άǘŀǇŜǊ ǘŀƴǘǊǳƳέ ŀǎ ƛƴǾŜǎǘƻǊǎ ŦŜŀǊ ǘƘŀǘ ŘŜǘŜǊƛƻǊŀǘƛƴƎ ŜŎƻƴƻƳƛŎ ǇǊƻǎǇŜŎǘǎ ǿƛƭƭ Ǉǳǘ 

pressure on government access to funding 

- EM central banks are in a far stronger position to deal with external economic shocks than 

before the financial crisis, because of the greater prevalence of flexible exchange rates and 

larger sums borrowed in domestic currencies 

 

FT Property ς Read in entirety 

 

Answer: Money markets are for short-term security exchanges, i.e. less than 270 days.  The capital 

markets are for long-term security exchanges, i.e. greater than one year 

 

29 September 2015 

 

Question: What is the difference between the spot market and the futures market? 

 

Malaysia fund seeks to quell concerns with quick asset sale ς Pg. 3 

- ΧǎŜŜƪǎ ǘƻ ǉǳŜƭƭ ŎƻƴŎŜǊƴǎ ƻǾŜǊ ƛǘǎ Ƴǳƭǘƛōƛƭƭƛƻƴ-dollar debt pile and allegations of 

ƳƛǎŀǇǇǊƻǇǊƛŀǘƛƻƴ ƻŦ ƳƻƴŜȅ ǘƘŀǘ ŀǊŜ ǎǿƛǊƭƛƴƎ ŀǊƻǳƴŘ ǘƘŜ ŦǳƴŘ ŀƴŘ bŀƧƛō wŀȊŀƪΣ Χ 

- While it was originally suggested foreign buyers would be restricted to maximum holdings of 

49%, some people familiar with the process say overseas companies may be offered 

majority stakes 

 

Renminbi edges closer to reserve status ς Pg. 4 

- But remaining technical hurdles, concerns over BeijinƎΩǎ ƘŜŀǾȅ-handed intervention in 

markets and poor communication of reforms such as the changes to its foreign exchange 

regime that set off a bout of turmoil in global financial markets last month, are causing 

nervousness within the IMF 

- A move to include thŜ ǊŜƴƳƛƴōƛ ƛƴ ǘƘŜ ōŀǎƪŜǘ ǳǎŜŘ ǘƻ ǾŀƭǳŜ ǘƘŜ LaCΩ ŘŜ ŦŀŎǘƻǊ ŎǳǊǊŜƴŎȅΣ ǘƘŜ 

Special Drawing Rights, would represent its biggest shake-up since the creation of the euro 

which, together with the dollar, yen and British pound, makes up the elite club 

- The IMF has two main criteria for measuring whether to include a currency in the SDR 

ōŀǎƪŜǘΥ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǊƻƭŜ ŀǎ ŀ ōƛƎ ǘǊŀŘƛƴƎ ŜŎƻƴƻƳȅ ŀƴŘ ƛǘǎ ŎǳǊǊŜƴŎȅ ƛǎ άŦǊŜŜƭȅ ǳǎŀōƭŜέ 

- ¢ƘŜ ōƛƎ ǉǳŜǎǘƛƻƴ ŦƻǊ ǘƘŜ LaC ƛǎ ƴƻǘ /ƘƛƴŀΩǎ ŎŀǇƛǘŀƭ ŎƻƴǘǊƻƭǎ ōǳǘ ǿƘŜǘƘŜǊΣ ƛƴ ǇǊŀŎǘƛŎŀƭ ǘŜǊƳǎΣ 

member countries in crisis would be able to use the renminbi if needed 

 

China statistics ς Pg. 8 



- /Ƙƛƴŀ ƻŦŦƛŎƛŀƭƭȅ ǇƻǎǘŜŘ т҈ ǊŜŀƭ D5t ƎǊƻǿǘƘ ŦƻǊ ǘƘŜ ŦƛǊǎǘ ƘŀƭŦ ƻŦ нлмрΣΧ 

- 9ȄǇŜǊǘǎ ƻƴ /ƘƛƴŀΩǎ ƴŀǘƛƻƴŀƭ ŀŎŎƻǳƴǘǎ Řŀǘŀ ōǊƻŀŘƭȅ ŀƎǊŜŜ ǘƘŀǘ ǘƘŜ ǉǳŀǊǘŜǊƭȅ ǊŜŀƭ ƎǊƻǿǘƘ 

fƛƎǳǊŜ ƛǎ ǎǳōƧŜŎǘ ǘƻ ǇƻƭƛǘƛŎŀƭƭȅ ƳƻǘƛǾŀǘŜŘ άǎƳƻƻǘƘƛƴƎέ ŀƛƳŜŘ ŀǘ ǊŜŘǳŎƛƴƎ ǘƘŜ ŀǇǇŜŀǊŀƴŎŜ ƻŦ 

sharp swings in the economy, especially in response to external shocks like the Asian 

financial crisis in 1998 and the global financial crisis in 2008 

 

Lawsuits pile up as investors claim the market for Treasuries is rigged ς Pg. 15 

- ¦{ ¢ǊŜŀǎǳǊƛŜǎ ŀǊŜ ǎƻƭŘ ƛƴ ŀƴ ŀǳŎǘƛƻƴ ǇǊƻŎŜǎǎ ƛƴ ǿƘƛŎƘ ōŀƴƪǎ ŀƴŘ ōǊƻƪŜǊǎ ƭƛǎǘŜŘ ŀǎ άǇǊƛƳŀǊȅ 

ŘŜŀƭŜǊǎέ ǇƭŀŎŜ ōƛŘǎ ŦƻǊ ǘƘŜ ƴǳƳōŜǊ ƻŦ ōƻƴŘǎ ǘƘŜȅ ǿƛǎƘ ǘƻ ōǳȅ ŀƴŘ ŀǘ ǿƘŀǘ ǇǊƛŎŜΦ  LƴǾŜǎǘƻǊǎ 

can use primary dealers to buy at the auction or purchase them directly 

- ΧǘƘŜ ƛƴǾŜǎǘƻǊǎ ŀǊŜ ŀǊƎǳƛƴƎ ǘƘŀǘ ǇǊƛƳŀǊȅ ŘŜŀƭŜǊǎ ŀǊŜ ǘŀƪƛƴƎ ŀŘǾŀƴǘŀƎŜ ƻŦ ōƻǘƘ ǘƘŜ ŀǳŎǘƛƻƴǎ 

and pre-ŀǳŎǘƛƻƴ ǘǊŀƴǎŀŎǘƛƻƴǎΣ ƪƴƻǿƴ ŀǎ ǘƘŜ άǿƘŜƴ ƛǎǎǳŜŘέ ƳŀǊƪŜǘΣ ǘƻ ǇǊƻŦƛǘ ŀǘ ǘƘŜ ŜȄǇŜƴǎŜ 

of their customers 

- More than half of the cases have been filed by pension funds, using similar price analysis to 

that employed in market manipulation trials over Libor and in currency markets.  These 

netted more than $5.6bn in penalties for six banks that settled manipulation allegations 

 

Qatar fund suffers $12bn paper loss ς Pg. 16 

- It comes as the Doha-ōŀǎŜŘ ŦǳƴŘΣ ǘƘŜ ƴƛƴǘƘ ōƛƎƎŜǎǘ ƛƴ ǘƘŜ ǿƻǊƭŘ ōȅ ŀǎǎŜǘǎΣ ΧƻǇŜƴǎ ƛǘǎ ŦƛǊǎǘ 

office in the US.  The fund, which has invested about $7bn in the US to date, aims to do five 

ǘƛƳŜǎ ŀǎ ƳǳŎƘ ƛƴ ǘƘŜ ƴŜȄǘ ŦƛǾŜ ȅŜŀǊǎΣ Ƴŀƛƴƭȅ ƛƴ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜΣ ǘŜŎƘƴƻƭƻƎȅ ŀƴŘ ǊŜŀƭ ŜǎǘŀǘŜΣ Χ 

 

US lenders shift investing to suit lower rates ς Pg. 19 

- CŜŘŜǊŀƭ wŜǎŜǊǾŜ ŎƘŀƛǊ WŀƴŜǘ ¸ŜƭƭŜƴΩǎ ŘŜŎƛǎƛƻƴ ǘƻ ŘŜƭŀȅ ŀƴ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǊƛǎŜ Ƙŀǎ ǿƻǊǎŜƴŜŘ ǘƘŜ 

outlook for big US banks, prompting them to try to eke out profits by shifting excess cash 

into longer-term assets 

- ΧΦ²Ŝƭƭǎ CŀǊƎƻΣ ǘƘŜ ōƛƎƎŜǎǘ ōŀƴƪ ƛƴ ǘƘŜ ǿƻǊƭŘ ōȅ ƳŀǊƪŜǘ ŎŀǇƛǘŀƭƛȊŀǘƛƻƴΧΦ 

 

Answer: In the spot market, trades are executed immediately, i.e. real time.  In the futures markets, 

which is a derivatives market, trades are agreed upon today but settled at later dates in the future. 

 

28 September 2015 

 

Question: A quadratic describes what type of function? 

 

Saudis pull billons from global asset managers to fund deficit ς Pg. 1 

- The foreign reserves of the Saudi Arabian Monetary Agency have dropped by nearly $73bn 

since oil prices started to decline last year as the kingdom keep spending to sustain the 

economy and fund its military campaign in Yemen 

- While some of this cash has been used to fund the deficit, these executives say the central 

bank is also seeking to reinvest in less risky, more liquid products 

 

Asians projected to overtake Hispanics as largest immigrant group in US by 2065 ς Pg. 1 



- The ranks of immigrants and their children will grow to hit a record share of the US 

population in the second half of this century, new projections show, with Asian immigration 

taking over as the major source of population growth 

- ΧŦƻǊŜƛƎƴ-born individuals and their children will compromise no less than 36% of the US 

population by 2065, higher than the peaks reached at the beginning of the 20th century and 

up from 26% now 

- By 2065, Asians are projected to become the largest immigrant group. At 38% of the 

immigrant population, surpassing Hispanics, at 31%.  Overall, the immigrant population will 

soar to 78m by 2065, compared with 45m today, with a growth rate double that of the US-

born population 

- The US population is expected to reach 441m by 2065, compared with 324m today, with 

уу҈ ƻŦ ǘƘŜ ƛƴŎǊŜŀǎŜŘ ƭƛƴƪŜŘ ǘƻ ŦǳǘǳǊŜ ƛƳƳƛƎǊŀƴǘǎ ŀƴŘ ǘƘŜƛǊ ŘŜǎŎŜƴŘŀƴǘǎΧ 

 

¦Y ǘŀȄ ǊƛǎŜ ǇǊƻƳǇǘǎ ΨŜƴǾŜƭƻǇŜŘΩ ƘƻƳŜ ǇǳǊŎƘŀǎŜǎ ς Pg. 4 

- ¢ƘŜ ōǳȅŜǊ ƻŦ ŀ ƭǳȄǳǊȅ ǇǊƻǇŜǊǘȅ ƴŜŀǊ [ƻƴŘƻƴΩǎ wŜƎŜƴǘΩǎ tŀǊƪ ƛǎ ōŜƛƴƎ ƻŦŦŜǊŜŘ ǘƘŜ ŎƘŀƴŎŜ ǘƻ 

save almost 1m (sterling) in property taxes by purchasing the offshore company that owns 

the home instead of the property itself 

- Corporate entities are sometimes used to hold UK properties owned by non-domiciled 

ǊŜǎƛŘŜƴǘǎ ŀƴŘ ŦƻǊŜƛƎƴŜǊǎ ǘƻ ŀǾƻƛŘ ŦŀƭƭƛƴƎ ƛƴǘƻ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƛƴƘŜǊƛǘŀƴŎŜ ǘŀȄ regime or to 

preserve anonymity 

 

Iran to test investor views by offering Islamic T-bills ς Pg. 17 

- Iran is to issue Islamic Treasury bills, its version of short-term sovereign debt, for the first 

time today in an attempt to provide a fiscal stimulus for its cash-ǎǘǊŀǇǇŜŘ ŜŎƻƴƻƳȅΣΧ 

- About $300m-worth of the Treasury bills ς a sharia-compliant way for the government to 

raise money ς will be offered to investors at a steep discount to their face value in a sign of 

how nascent capital markets are developing in Iran 

- The government issues the one-year bonds to contractors in lieu of payment and the 

ǎŜŎǳǊƛǘƛŜǎ ŀǊŜ ōŜƛƴƎ ƻŦŦŜǊŜŘ ǘƻ ƛƴǾŜǎǘƻǊǎ Ǿƛŀ LǊŀƴΩǎ CŀǊŀ .ƻǳǊǎŜΣ ƛǘǎ ǎƳŀƭƭ ƻǾŜǊ-the-counter 

market 

- Crucially, the effective interest rate on the bills is expected to be higher than the official 

ōŀƴƪ ŘŜǇƻǎƛǘ ǊŀǘŜΣ ǿƘƛŎƘ ƛǎ ŀōƻǳǘ нл҈Φ  LǊŀƴΩǎ ŜŎƻƴƻƳȅ ŘŜǇŜƴŘǎ ƻƴ ƛǘǎ ōŀƴƪƛƴƎ ǎȅǎǘŜƳΣ 

ǿƘƛŎƘ ƛǎ ŀōƻǳǘ нл҈Φ  LǊŀƴΩǎ ŜŎƻƴƻƳȅ ŘŜǇŜƴŘǎ ƻƴ ƛǘǎ ōŀƴƪƛƴƎ ǎȅǎǘŜƳΣ ǿƘƛŎƘ ƛǎ ƘŀƳǇŜǊŜŘ ōȅ 

bad debts, high interest rates and double-digit inflation 

 

Answer: A parabola 

 

26 September 2015 

 

Question: When was the Asian Financial Crisis? 

 

¸ŜƭƭŜƴΩǎ ǇƻǎǘǇƻƴŜƳŜƴǘ ōǊŜŜŘǎ ǳƴŎŜǊǘŀƛƴǘȅ ς Pg. 15 

- Caterpillar, the heavy equipment manufacturer, on Thursday said sales would be $1bn less 

than anticipated this year.  After years of investment, customers in mining and construction 



have slashed spending, and the announcement of probable job losses by Caterpillar 

triggered a 6% share price fall, dragging other machinery stocks down 

- ΧƳŀƴȅ ƻŦ ǘƘŜ ŜŎƻƴƻƳƛŎ ŀƴŘ ŦƛƴŀƴŎƛal indicators point towards a possibility of a global 

recession, and expects the market to take another tumble at some point, falling by up to 

нл҈ ŦƻǊƳ ǘƘƛǎ ȅŜŀǊΩǎ ǇŜŀƪ 

 

Gold rally comes to end on rate rise comments ς Pg. 15 

- DƻƭŘΩǎ Ǌŀƭƭȅ ǘƻ ŀ ƻƴŜ-month high faded this week after Janet Yellen indicated that the 

Federal Reserve was on track to raise interest rates this year 

- Because gold provides no yield, the prospect of a rate rise is weighing on the price 

- Gold is priced in dollars and so is more expensive when the US currency strengthens 

- Dƭƻōŀƭ ŜǉǳƛǘŜǎ ŀǊŜ Řƻǿƴ мо҈ ŦǊƻƳ ǘƘŜƛǊ ǇŜŀƪ ƛƴ WǳƴŜΣ ǘƘŜ ƭŀǊƎŜǎǘ Ŧŀƭƭ ǎƛƴŎŜ нлммΣ Χ 

- Another boost has come from signs that physical demand in China is picking up, as buyers 

take advantage of lower prices 

 

Dollar and Treasury yields rise on Yellen comments over Fed move ς Pg. 16 

- The dollar, Treasury yields and most main equity gauges rose after US Federal Reserve boss 

Janet Yellen indicated that an interest rate rise this year was still on the cards 

- The US two-year bond yield, which moves inversely to the price and which is among the 

Ƴƻǎǘ ǎŜƴǎƛǘƛǾŜ ǘƻ ǇƻƭƛŎȅ ǎƘƛŦǘǎΣ ŦŜƭƭ ŦǊƻƳ лΦун҈ ǘƻ ƭŜǎǎ ǘƘŀƴ лΦсс҈ ŀŦǘŜǊ ǘƘŜ CŜŘΩǎ ŘŜŎƛǎƛƻƴ 

- The Malaysian ringgit was 0.3% softer at 4.3863 per dollar, its weakest since the Asian 

financial crisis of 1998 

 

Answer: 1998 

 

25 September 2015 

 

Question: When was Libor officially introduced and for how many currencies? 

 

Yellen confirms case for raising rates this year but leaves escape route open ς Pg. 1 

- The recent shortfall in US inflation is largely a result of fleeting factors such as falling energy 

ŀƴŘ ƛƳǇƻǊǘ ǇǊƛŎŜǎΣΧŀǎ ǎƘŜ ǊŜƛǘŜǊŀǘŜŘ ƘŜǊ ŜȄǇŜŎǘŀǘƛƻƴ ǘƘŀǘ ŎŜƴǘǊŀƭ ōŀƴƪ ǿƻǳƭŘ ƭƛŦǘ ǊŀǘŜǎ ǘƘƛǎ 

year 

- Ms Yellen said tumbling energy costs and the 15% rise in the US dollar, hitting imports, had 

been drags on inflation, while the restraint from slack in the economy had diminished 

steadily 

- ΧǘƘŜ άǇǊǳŘŜƴǘ ǎǘǊŀǘŜƎȅέ ǿŀǎ ƴƻǘ ǘƻ ǿŀƛǘ ŦƻǊ ǘƘŜ ¦{ ǘƻ Ƙƛǘ Ŧǳƭƭ ŜƳǇƭƻȅƳŜƴǘ ŀƴŘ ŦƻǊ ƛƴŦƭŀǘƛƻƴ 

ǘƻ ǊŜǘǳǊƴ ǘƻ н҈ ōŜŦƻǊŜ ƳƻǾƛƴƎΣ Χ 

- {ƘŜ ǿŀǊƴŜŘΥ ά/ƻƴǘƛƴǳƛƴƎ ǘƻ ƘƻƭŘ ǎƘƻǊǘ-term interest rates near zero well after activity has 

returned to normal and headwinds have faded could encourage excessive leverage and 

other forms of inappropriate risk-ǘŀƪƛƴƎ ǘƘŀǘ ƳƛƎƘǘ ǳƴŘŜǊƳƛƴŜ ŦƛƴŀƴŎƛŀƭ ǎǘŀōƛƭƛǘȅέ 

 

Vietnam joins growing club of zero-inflation countries ς Pg. 3 

- ΧΦƻǘƘŜǊ ƳŜƳōŜǊǎ ƛƴŎƭǳŘŜ ƻƭŘ ƘŀƴŘ WŀǇŀƴ ŀƴŘ ǘƘŜ ¦Y 



- Consumer price inflation in Vietnam, whose multi-zero banknotes testify to years of 

hyperinflation, fell short of market forecasts for a rise of 0.8% in September.  The zero 

reading was the lowest in almost 10 years of data 

- Vietnam has had considerable success taming inflation, but just two years ago prices were 

rising at an annual pace of more than 6%.  Four years ago the rate was 22%.  The problem is 

ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘ ƛǎ ŀōƻǳǘ р%.   

- After China devalued the renminbi on August 11, Vietnam responded by widening the 

trading band for the dong, twice, from 1% to 3%, to allow the currency to fall and support 

exports.  The currency has since lost 3% to 22,486 per dollar 

 

Caterpillar warns on global demand ς Pg. 17 

- ¢ƘŜ ŀƴƴƻǳƴŎŜƳŜƴǘΣ ǿƘƛŎƘ ǎŜƴǘ ǘƘŜ ¦{ ƎǊƻǳǇΩǎ ǎƘŀǊŜǎ ǘǳƳōƭƛƴƎ сΦр҈ ōȅ ƳƛŘŘŀȅ ŀƴŘ 

weighed on the S&P 500 index, comes as concerns over a slowdown in China and other 

emerging economies ripple through markets 

- Caterpillar generates 60% of its pre-tax profit form outside the US, and slowing emerging 

markets had already forced it to cut 31,000 jobs and close or consolidate more than 20 

manufacturing facilities since 2012 

- Rivals such as Komatsu of Japan are also suffering from the slowdown.  Demand in China for 

ǘƘŜ WŀǇŀƴŜǎŜ ŎƻƳǇŀƴȅΩǎ ƭŀǊƎŜǎǘ ƘȅŘǊŀǳƭƛŎ ŜȄŎŀǾŀǘƻǊǎΣ ŦƻǊ ŜȄŀƳǇƭŜΣ Ƙŀǎ ŘǊƻǇǇŜŘ рл҈ ƻǊ 

more every month between January and July, the latest month for which it has disclosed 

figures 

 

¦{ ǊŜƎǳƭŀǘƻǊ ǎƘƻŎƪŜŘ ōȅ ǘƘŜ ǎŎŀƭŜ ƻŦ ΨŘŜŎŜƛǘΩ ς Pg. 19 

- ¢ƘŜ 9t! ŀƴƴƻǳƴŎŜŘ ƻƴ CǊƛŘŀȅ ǘƘŀǘ ±² ƘŀŘ ŀŘƳƛǘǘŜŘ ƛƴǎǘŀƭƭƛƴƎ άŘŜŦŜŀǘ ŘŜǾƛŎŜέ ǎƻŦǘǿŀǊŜ ƻƴ 

482,000 cars in the US 

- (Prof Note: Why the EPA is so surprised given 2007 ς 2009 financial armagheddon is a 

mystery!) 

 

BB&T signals more deals despite regulatory hurdle ς Pg. 21 

- BB&T is among a second tier of US banks that have looked to take advantage of a sector 

reshaping after the financial crisis 

- BB&T is the seventh-biggest US bank by assets 

- ΧƻǊƎŀƴƛŎ ƎǊƻǿǘƘ ǘŀƪŜǎ ǘƘŜ ōŀƴƪ ƴŜŀǊŜǊ ǘƻ Ϸнрлōƴ ƛƴ ŀǎǎŜǘǎΧ 

 

Answer: мфусΧΦǘƘǊŜŜ ŎǳǊǊŜƴŎƛŜǎ 

 

24 September 2015 

 

Question: What two large corporate scandals have occurred in as many weeks? 

 

Winterkorn falls on his sword as emissions scandal engulfs VW ς Pg. 1 

- The highest paid boss at a listed German company, Mr Winterkorn, 68, was credited with 

turning Volkswagen into a global giant that rivalled Toyota and General Motors 



- VW has been reeling ever since the US Environmental Protection Agency revealed that the 

company had fitted its diesel vehicles with software that could be used to manipulate 

emissions tests, and demanded the recall of nearly 500,000 VW cars 

- (Prof Note: What has this really taught us?  Wintkorn is 68, i.e. DONE.  Is he facing jail time?  

Lǎ ǘƘŜǊŜ ǘŀƭƪ ƻŦ ŀ Ŏƭŀǿ ōŀŎƪ ƻŦ ǎŀƭŀǊȅ άŜŀǊƴŜŘέΚ  hƴŎŜ ŀƎŀƛƴ ǿŜ ƭŜŀǊƴΣ ŎƘeating pays!  At least 

ƘŜ ǎǘŜǇǇŜŘ ŘƻǿƴΧǳƴƭƛƪŜ Ƴŀƴȅ ŦƛƴŀƴŎƛŀƭ ǘƛǘŀƴǎ ǘƘŀǘ ŎƻƴǘƛƴǳŜ ǘƻ ƘƻƭŘ ƻƴ ǇƻƛƴǘƛƴƎ ǘƘŜ ŦƛƴƎŜǊ 

elsewhere.  Way to take responsibility Winterkorn or way to hold the top accountable VW, 

ŜƛǘƘŜǊ ǿŀȅΧŀǇǇƭŀǳǎŜΗύ 

 

Rise in WorldBank poverty threshold set to push millions more below the line ς Pg. 1 

- Raising the measure by a half to about $1.90 a day, from $1.25, would mark the biggest 

revision since the World Bank introduced its dollar-a-day yardstick of global poverty in 1990 

- Most of the difference came in East Asia where the ranks of those falling below the poverty 

line almost doubled from 157m at the old $1.25/day measure to 293m.  In Latin America, 

the result was an increase of 8m in the number of poor to 37m 

 

China manufacturing hits 6-year low ς Pg. 4 

- /ƘƛƴŀΩǎ ŎǊǳŎƛŀƭ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜŎǘƻǊ ƛǎ ƘŀǾƛƴƎ ƛǘǎ ǿƻǊǎǘ ƳƻƴǘƘ ǎƛƴŎŜ ǘƘŜ ŘŜǇǘƘǎ ƻŦ ǘƘŜ Ǝƭƻōŀƭ 

ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎ ƛƴ ŜŀǊƭȅ нллфΣ Χ 

- !ǘ ǇǊŜǎŜƴǘΣ ǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ /Ƙƛƴŀ ƛǎ ǎǘƛƭƭ ƛƴǘŜǊǾŜƴƛƴƎ ƘŜŀǾƛƭȅ ƛƴ ǘƘŜ ŦƻǊŜƛƎƴ ŜȄŎƘŀƴƎŜ 

market by selling dollars from its forex reserves and buying renminbi to stop a much larger 

depreciation 

- Markets are betting on further depreciation and the offshore renminbi is currently trading 

at its biggest discount on record to the tightly controlled onshore renminbi 

 

American ΨƳƛƭƭŜƴƴƛŀƭǎΩ ǳǇōŜŀǘ ƻƴ ŎƻǊǇƻǊŀǘŜ ōŜƘŀǾƛƻǊ ς Pg. 18 

- The snapshot of US attitudes about companies highlights concerns about employee pay that 

have come to the fore in the presidential election ς but also optimism among people born in 

the 1980s and 1990s, knƻǿƴ ŀǎ άƳƛƭƭŜƴƴƛŀƭǎέ 

- Americans aged 18-35 were more likely than older people to say the behavior of companies 

ƘŀŘ ƛƳǇǊƻǾŜŘ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ŘŜŎŀŘŜΧ 

- While just a fifth of people aged over 55 believed corporate behavior had improved in the 

past 10 years, 36% of ƳƛƭƭŜƴƴƛŀƭǎ ǎŀƛŘ ƛǘ ǿŀǎ ōŜǘǘŜǊ ƻǊ ƳƻǊŜ άƧǳǎǘέ 

- ¢ƘŜ ŦƛƴŘƛƴƎǎ ǊŜŦƭŜŎǘ ŎƻƴŎŜǊƴǎ ŀōƻǳǘ ǿŀƎŜǎ ŀƴŘ ƛƴŜǉǳŀƭƛǘȅΧ 

 

Answer: United Airlines and Volkswagen, both cost the CEOs their positions.  Why is finance different?  

Why are CEOs not held accountable in finance? 

 

23 September 2015 

 

Question: Prior to 1989, which government agency was responsible for regulating real estate appraisers 

involved with federal related transactions? 

 

Thousands hit in pocket as financing schemes fail ς Pg. 3 



- Grassroots financing schemes operate in a similar manner to direct sales, with investors 

drawn in by the promise of high returns rather than, say profits from selling cosmetics.  

Some are right-ƻǳǘ  tƻƴȊƛ ǎŎƘŜƳŜǎΧ 

- Pyramid schemes, multi-layered sales networks known as chuanxiao and other too-good-to-

be-true investments have flourished for years in China, especially in rust belt regions such as 

the northeast 

 

Harvard seeks lesson in short selling ς Pg. 13 

- Harvard has put out a call for investment managers with expertise as short-sellers, as the 

ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ǳƴƛǾŜǊǎƛǘȅ ŜƴŘƻǿƳŜƴǘ ōŜŎƻƳŜǎ ƳƻǊŜ Ŏŀǳǘƛƻǳǎ ŀōƻǳǘ ǘƘŜ ƻǳǘƭƻƻƪ ŦƻǊ 

financial markets 

- In its latest annual report, which showed investment returns fell to 5.8% in the year to June, 

the $38bn endowment said its managers had started to increase their holdings of cash, and 

ŦŜŀǊŜŘ ǘƘŀǘ ǎƻƳŜ ǇŀǊǘǎ ƻŦ ǘƘŜ ƳŀǊƪŜǘ ƘŀŘ ōŜŎƻƳŜ άŦǊƻǘƘȅέ 

- Harvard is ditching its approach of assessing the likely risk and return of each separate asset 

class and instead focusing on five key factors: the outlook for global equities, US Treasuries, 

currencies, inflation and high-yield credit 

- Its $6bn allocation to hedge funds also held back performance, returning only 0.1% 

- ¢ƘŜ ŜƴŘƻǿƳŜƴǘΩǎ ǊŜŀƭ ŜǎǘŀǘŜ ǇƻǊǘŦƻƭƛƻ ǿŀǎ ƛǘǎ ǘƻǇ ǇŜǊŦƻǊƳƛƴƎ ŀǎǎŜǘΣ ǳǇ мфΦп҈ ƭŀǎǘ ȅŜŀǊ 

 

.ǊŀȊƛƭΩǎ real at all-time low against US dollar ς Pg. 22 

- The real touched R4.0604 to the dollar, a depreciation of 1.89% froƳ ǘƘŜ ǇǊŜǾƛƻǳǎ ŘŀȅΩǎ 

close and the weakest intraday level since it was introduced in 1994 

 

Answer: bƻƴŜΧΦ 

 

22 September 2015 

 

Question: What is the difference between beta and alpha? 

 

Alarm sounds on emerging markets and US slowdown despite Fed decision ς Pg. 1 

- The world economy is locked on a course towards an emerging markets crisis and a renewed 

slowdown in the US, despite the Federal ReservŜΩǎ ŘŜŎƛǎƛƻƴ ƭŀǎǘ ǿŜŜƪ ǘƻ ƘƻƭŘ ƻŦŦ ƻƴ ŀ ǊƛǎŜ ƛƴ 

ǊŀǘŜǎΣ Χ 

- One of the most worrying for economists is the declining fortunes of emerging markets, 

which have deteriorated sharply this year following a significant slowdown in the Chinese 

economy, recessions in Russia and Brazil and widespread outflows of capital 

- Developing world currencies have tumbled on average to their lowest levels since 2002 

- Emerging market GDP growth rates are set to fall to 3.6% this year on average, their lowest 

level since the 2008-09 ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎΣ Χ 

 

Policymakers insist that the Fed remains on track to raise interest rates ς Pg. 4 

- Key Federal Reserve policymakers are insisting that the central bank remains on track to lift 

short-ǘŜǊƳ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ōŜŦƻǊŜ ǘƘŜ ŜƴŘ ƻŦ нлмрΣ ΧΦ 



 

Delhi urges rate cut amid talks on central bank independence ς Pg. 6 

- !ǎ ǘƘŜ ǿƻǊƭŘΩǎ ǘƘƛǊŘ-biggest importer of crude oil, India is a big beneficiary of low petroleum 

prices 

- ΧΦŦƛǎŎŀƭ ŘŜŦƛŎƛǘ ǘƘŀǘ ƘŜ ǎŀƛŘ ǿŀǎ ƻƴ ǘǊŀŎƪ ǘƻ ƴŀǊǊƻǿ ŦǊƻƳ ƭŀǎǘ ȅŜŀǊΩǎ п҈ ƻ ŦD5t ŀƴŘ ŀ ŎǳǊrent 

account deficit of 1.2% 

- DǊƻǿǘƘΧǿŀǎ ǊǳƴƴƛƴƎ ŀǘ т-7.5%, a strong performance given adverse international 

conditions in which investors have scampered from emerging markets 

- CƻǊŜƛƎƴ ŘƛǊŜŎǘ ƛƴǾŜǎǘƳŜƴǘ ƛƴ LƴŘƛŀ ǿŀǎ ǳǇ пф҈ ǘƘƛǎ ȅŜŀǊΣΧ 

 

DƻƭŘƳŀƴ Ƨƻƛƴǎ ΨǎƳŀǊǘ ōŜǘŀΩ 9¢C ǊǳǎƘ ς Pg. 20 

- ETFs seek to give investors a cheap, simple way of tracking an underlying market or index, 

ŎƻƭƭŜŎǘƛƴƎ ǘƘŜ ǇŀǎǎƛǾŜ άōŜǘŀέ ƻŦ ǘƘŜ ōǊƻŀŘ ƳŀǊƪŜǘΣ ŀǎ ƻǇǇƻǎŜŘ ǘƻ ǘƘŜ άŀƭǇƘŀέ ƎŜƴŜǊŀǘŜŘ ōȅ 

clever stockpickers or bond kings 

- ΧέǎƳŀǊǘ ōŜǘŀέ ǿƘƛŎƘ ǘǊƛŜǎ ǘƻ ōŜŀǘ ǘƘŜ ƳŀǊƪŜǘ ŎƘŜŀǇƭȅ ōȅ ǳǎƛƴƎ ƳƻǊŜ ǎƻǇƘƛǎǘƛŎŀǘŜŘ ƛƴŘƛŎŜǎΧ 

 

Answer: Beta is market return whereas alpha is a return in excess of beta. 

 

21 September 2015 

 

Question: To whom is a professor ultimately responsible, to the students and their education or to the 

academic institution which employs the professor?  When students education and administrative 

direction are in conflict, to whom is the professor ultimately accountable? 

 

China renewes push for market economy status ς Pg. 4 

- Beijing is accelerating its push for World Trade Organization market economy status (MES) 

despite growing international criticism that it has backed away from difficult economic 

reforms 

- /ƘƛƴŀΩǎ ƳƻǾŜ ǘƻ ŘŜǾŀƭǳŜ ǘƘŜ ǊŜƴƳƛƴōƛ ŀƴŘ ōŀƛƭ ƻǳǘ ƛǘǎ ǎǘƻŎƪ ƳŀǊƪŜǘΣ ŀƳƻƴƎ ƻǘƘŜǊ ǎǘŜǇǎΣ 

have raised concerns that it is backtracking from efforts to give freer reign to market forces 

- ! ǇǊƻǾƛǎƛƻƴ ƛƴ /ƘƛƴŀΩǎ ²¢h ŀŎŎŜǎǎƛƻƴ ŀƎǊŜŜƳŜƴǘ ǘƘŀǘ ŀƭƭƻǿǎ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎ ǘƻ ǘǊŜŀǘ ƛǘ ŀǎ ŀ 

non-market economy will expire in December 2016, potentially requiring the EU to begin 

drafting new trade legislation by the end of this year 

- Granting Beijing MES would make it easier for Chinese companies targeted in WTO anti-

ŘǳƳǇƛƴƎ ŎŀǎŜǎ ǘƻ ŘŜŦŜƴŘ ǘƘŜƳǎŜƭǾŜǎΣ ƭŜŀŘƛƴƎ ǎƻƳŜ ǘƻ ǿŀǊƴ ƻŦ άŘƛǎŀǎǘǊƻǳǎ ŎƻƴǎŜǉǳŜƴŎŜǎέ 

for the EU and US 

- While Beijing argues that MES should be extended automatically in December 2016 under 

the terms of its WTO accession agreement, other trade experts argue that the agreement 

instead requires Chinese exporters to prove first that they do not benefit from government 

subsidies and currency policy 

 

Israel proposes Chinese labour to meet pledge on new homes ς Pg. 5 



- Israel submitted a proposal yesterday to import 20,000 construction workers from China in 

an attempt to fast-track homebuilding and make good on an election pledge to bring down 

soaring housing prices 

- Israel has been important thousands of foreign workers, mostly in construction, agriculture 

and nursing, since the second intifada, when the outbreak of violence caused authorities to 

cut work permits for Palestinians form the West Bank and Gaza Strip 

 

The route to better wealth management ς Pg. 12 

- But now business schools are actively seeking those wealthy scions of dynasties in the 

making who want to learn how to manage the family firm or money ς and getting a 

response 

- Learning how to manage your money in the light of micro- and macro-economic trends is 

crucial (Prof Note: Amen!) 

 

Answer: Self-ǊŜŦƭŜŎǘƛƻƴ ŀƴǎǿŜǊΧΦ 

 

19 September 2015 

 

Question: After the financial institutions crisis in the eighties, who was assigned the task of regulating 

real estate appraisers involved with federally related transactions? 

 

Value of megadeals this year beats dotcom-boom record to reach $1.2tn ς Pg. 1 

- Fueling the M&A fever, the largest brewer AB InBev this week revealed its plans to make an 

approach for rival SABMiller.  A deal would probably cost more than $100bn and rank 

among the six largest takeovers 

- The total number of giant deals this year has climbed to 47 ς one short of the record in 

2006, just before the financial crisis 

- Companies are under pressure from investors to do something with their large cash piles 

after years of share buybacks 

- And with many US and European groups suffering from a lack of revenue growth, 

transformational deals are seen as a new source of higher earnings, especially in sectors 

such as pharmaceuticals, consumer products and telecoms 

 

Fed rate setters ratchet up rhetoric on threat from overseas headwinds ς Pg. 2 

- Federal Reserve chair Janet Yellen has built the case for higher interest rates this year on the 

foundation of rapid hiring by corporate America driving the US to full employment 

- But her statement on Thursday injected a strongly international dimension to deliberations 

that will make the outlook for policy more uncertain in the coming months 

- ¢ƘŜ ǉǳŜǎǘƛƻƴ ƴƻǿ ƛǎ ǿƘŜǘƘŜǊ ǘƘŜ CŜŘΩǎ ŘŜŎƛǎƛƻƴ ƻƴ ¢ƘǳǊǎŘŀȅ ǘƻ ƘƻƭŘ ǊŀǘŜǎ ŀǘ ƴŜŀǊ-zero 

levels represents a pause on its journey towards tighter monetary policy, or a shift in 

strategy 

- A labour market economist, Ms Yellen has been arguing that when the jobless rate falls to 

its natural rate, wage growth and inflation will flicker to life, and the central bank will need 

to act 



- Amid intensifying global headwinds, Ms Yellen hinted at the possibility of allowing the 

labour market to run hotter in orŘŜǊ ǘƻ ƎŜǘ ƛƴŦƭŀǘƛƻƴ ōŀŎƪ ǳǇ ǘƻ ǘƘŜ CŜŘΩǎ н҈ ǘŀǊƎŜǘΦ  ¢Ƙƛǎ 

raises the possibility that rates could stay on hold for longer than many analysts expected 

 

Global investors pile into sovereign debt ς Pg. 13 

- Global government borrowing costs fell sharply yesterday in the wake of US policymakers 

expressing concerns over emerging markets with bond investors anticipating further 

monetary stimulus in Europe 

- While most US policymakers still forecast a rate rise by the end of this year, markets price 

such a possibility at less than 50%, pulling the two-year Treasury yield below 0.7% 

 

Answer: The States 

 

18 September 2015 

 

Question: What is the Appraisal Foundation? 

 

Fed holds rates as global worries trump strengthening US growth ς Pg. 1 

- The US central bank maintained its 0-лΦнр҈ ǘŀǊƎŜǘ ǊŀƴƎŜ ŦƻǊ ǘƘŜ ŦŜŘŜǊŀƭ ŦǳƴŘǎ ǊŀǘŜΣ ΧΦ 

- Janet Yellen, the Fed chair, warned that developments in the global economy and markets, 

ǿƘƛŎƘ ƘŀǾŜ ōŜŜƴ ǊŀǘǘƭŜŘ ōȅ /ƘƛƴŀΩǎ ǎƭƻǿŘƻǿƴΣ Ƴŀȅ άǊŜǎǘǊŀƛƴ ¦{ ŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅ 

ǎƻƳŜǿƘŀǘέ ŀǎ ǿŜƭƭ ŀǎ ǇǳǎƘƛƴƎ Řƻǿn inflation 

- The decision to hold rates at zero to a quarter of a point suggests Fed policymakers remain 

fearful of crushing a recovery that they have gone to huge lengths to nurture, as they assess 

fierce headwinds from overseas.  These include a 15% rise in the trade weighted dollar in 

the past year, volatile financial markets, weakening emerging market growth and signs of 

ǘƘŜ ǎƘŀǊǇ ǎƭƻǿŘƻǿƴ ƛƴ /ƘƛƴŀΩǎ ŜŎƻƴƻƳȅ 

- aǎ ȅŜƭƭŜƴ ǿŜƴǘ ƻǳǘ ƻŦ ƘŜǊ ǿŀȅ ǘƻ ƪŜŜǇ ǘƘŜ ǇǊƻǎǇŜŎǘ ƻŦ ŀ нлмр ƛƴŎǊŜŀǎŜ ƻƴ ǘƘŜ ǘŀōƭŜΣΧ 

- But unexpectedly dovish signals from the statement spurred some investors to bet that the 

central bank could stay on hold for another four months 

- The Fed has only two more meetings left this year, in October and December 

 

Dollar and overseas storms cloud future ς Pg. 2 

- ΧΦŀ ǎǳŎŎŜǎǎƛƻƴ ƻŦ ǎǘƻǊƳ ŎƭƻǳŘǎ ƘŀǾŜ ǊƻƭƭŜŘ ƛƴ ŦǊƻƳ ƻǾŜǊǎŜŀǎ ǘƻ ǘƘǿŀǊǘ ǘƘŜ CŜŘΩǎ ŎŀǊŜŦǳƭƭȅ 

ƭŀƛŘ Ǉƭŀƴǎ ŦƻǊ ƛǘǎ ŦƛǊǎǘ ǳǇǿŀǊŘ ƳƻǾŜ ǎƛƴŎŜ нллсΧΦǎǳǊƎƛƴƎ ŘƻƭƭŀǊΧ 

- Fed policymakers made only incremental changes to their growth and inflation forecasts 

yesterday, suggesting that the US economy outlook has not changed radically since the 

CŜŘΩǎ WǳƴŜ ƳŜŜǘƛƴƎ 

- ¢ƘŜ CŜŘ ŎƘŀƛǊ ŀƭǎƻ ǎǘǊǳŎƪ ŀ ǿƻǊǊƛŜŘ ƴƻǘŜ ƻƴ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎΣ Χ 

 

Treasury bonds jump and dollar sinks as Fed holds steady on rates ς Pg. 21 

- US Treasury bond prices rose and the dollar sank after the Federal Reserve once again opted 

ǘƻ ƭŜŀǾŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ƻƴ ƘƻƭŘΣ ŎƛǘƛƴƎ ŎƻƴŎŜǊƴǎ ŀōƻǳǘ άŘŜǾŜƭƻǇƳŜƴǘǎ ŀōǊƻŀŘέ ŜǾŜƴ ŀǎ ƛǘ 

nudged up its domestic GDP growth and core inflation forecast for this year 



- The yield on the two-year US government bond ς which moves inversely to its price ς was 

down 13bps at 0.69% 

- The 10-year Treasury yield was 10bp lower at 2.23%, while the yield on the one-moth bill 

ǘǳǊƴŜŘ ƴŜƎŀǘƛǾŜ ŦƻǊ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜ ǎƛƴŎŜ ǘƘŜ ŜƴŘ ƻŦ WǳƴŜΧ 

- Gold recovered from a fall to stand $11 firmer at $1,130 an ounce 

 

Answer: A nonprofit organization, authorized by Congress regarding real property appraiser 

qualifications and appraisal standards.  It is an organization made up of other organizations. 

 

17 September 2015 

 

Question: Name an organization that is a sponsor of the Appraisal Foundation? 

 

US rate rise harder to justify nine years on ς Pg. 1 

- The last time the Federal Reserve raised its target interest rate, the decision did not seem 

such a big deal.  It was June 29, 2006, US inflation was running at 4%, stock markets had 

been rising unremarkably for 18 months, and everybody knew the rise was coming 

- US consumer price inflation, double the 2% target then, now stands at 0.2%.  

Unemployment was lower then than now.  ThŜǎŜ ŀǊŜ ǘƘŜ ǘǿƻ ƪŜȅ ǘŀǊƎŜǘǎ ƻŦ ǘƘŜ CŜŘΩǎ ƻŦŦƛŎƛŀƭ 

mandate, and make a rise far harder to justify now 

- ¢ƘŜ ŎƻƳƳƻŘƛǘȅ άǎǳǇŜǊŎȅŎƭŜέ Ƙŀǎ ǘǳǊƴŜŘ ǎƛƴŎŜ нллс 

- ! Ŧƛƴŀƭ ƛǎǎǳŜ ƛǎ ǘƘŀǘ ōƻƴŘ ƳŀǊƪŜǘǎ ƘŀǾŜ ŎƘŀƴƎŜŘΦ  .ŀƴƪǎΩ ƴŜŀǊ-death experience during the 

crisis, and the subsequent imposition of far heavier regulation, has left the dealers who 

drive the market for bonds with far less capacity, even as far more debt has been issued 

take advantage of persistent lower rates 

 

Global factors weigh on Fed rate setters ς Pg. 2 

- Futures prices suggest a 25% likelihood of a quarter-Ǉƻƛƴǘ ǊŀǘŜ ǊƛǎŜΣ Χ 

- What could convince Fed to rise? ς The jobs front is strong.  The labour market is at full 

employment, judged by Fed estimates, with unemployment closing in on 5%, the bottom 

end of the estimate for the long-term jobless rate of 5 ς 5.2% 

- Why do traders think Fed will hold? ς Tighter financial conditions were enough to stop the 

Fed from tapering its bond purchases in September 2013 

- How would markets react? ς Fed officials have done little in recent weeks to prepare the 

markets for a September rise 

 

Blankfein warns against monetary tightening ς Pg. 2 

- Just under half of economists polled by the Financial Times this week expect the US central 

bank to shift the current near-zero band for overnight rates higher when it concludes its 

two-day policy meeting today 

- ΧǘƘŜǊŜ ƘŀŘ ōŜŜƴ ǇƭŜƴǘȅ ƻŦ ǘƛƎƘǘŜƴƛƴƎ ƛƴ ǘƘŜ ¦{ ƛƴ ǊŜŎŜƴǘ ȅŜŀǊǎΣ ǎǳŎƘ ŀǎ ǘƘǊƻǳƎƘ ƛƴŎƻƳŜ ǘŀȄ 

rises and the narrowing of budget deficit 

 

{ϧt ōƭŀƳŜǎ ŘƻǿƴƎǊŀŘŜ ƻŦ WŀǇŀƴΩǎ ŘŜōǘ ƻƴ !ōŜƴƻƳƛŎǎ ς Pg. 3 



- {ϧtΩǎ Ƙŀǎ ǎƭŀǎƘŜŘ ƛǘǎ ǊŀǘƛƴƎ ƻƴ WŀǇŀƴŜǎŜ ŘŜōǘ ŦǊƻƳ !!- ǘƻ !Ҍ Χ 

- The downgrade is unlikely to trigger any immediate turmoil in the Japanese government 

bond markets, which are driven by deflation and large-scale asset buying by the Bank of 

Japan 

- Japan hŀǎ ƎǊƻǎǎ ƎƻǾŜǊƴƳŜƴǘ ŘŜōǘ ŀƳƻǳƴǘƛƴƎ ǘƻ нпсΦм҈ ƻŦ D5tΣΧǘƘŜ ƘƛƎƘŜǎǘ ƻŦ ŀƴȅ 

advanced country, and a deficit of 6.2% of GDP 

- Household consumption has been weak since Japan lifted its national sales tax from 5% to 

8% in April last year.  Mr Abe has had mixed success in persuading companies to lift wages 

 

FT survey shows close call on Fed rate rise ς Pg. 22 

- !ōƻǳǘ пт҈ ƻŦ ǘƘŜ ол ŜŎƻƴƻƳƛǎǘǎ ǇƻƭƭŜŘ ōȅ ǘƘŜ C¢ ǎŀƛŘ ǘƘŜ CŜŘ ǿƻǳƭŘ ƳƻǾŜΣ Χ 

- Meanwhile interest rate futures indicate only a 30% chance that the Fed will tighten policy 

this week 

- ²ƘƛƭŜ ƛƴŦƭŀǘƛƻƴ ǊŜƳŀƛƴǎ ōŜƭƻǿ ǘƘŜ CŜŘΩǎ ǎǘŀǊǘŜŘ ǘŀǊƎŜǘ ƻŦ н҈Σ ǘƘŜ ƭŀōƻǳǊ ƳŀǊƪŜǘ Ƙŀǎ ōŜŜƴ 

robust: nearly 1.7m jobs have been crated since this year 

 

Answer: One of International Sponsors is the Royal Institution of Chartered Surveyors (RICS). 

  

16 September 2015 

 

Question: What is USPAP? 

 

Ireland leads the way as Eurozone homes market begins to recover ς Pg. 2 

- The Eurozone housing market has turned the corner after years in the doldrums and is likely 

ǘƻ ǊƛǎŜ ŦǳǊǘƘŜǊΣΧ 

- The bursting of debt-fuelled property bubbles in countries such as Spain and Ireland played 

ŀ ōƛƎ ǊƻƭŜ ƛƴ ǘƘŜ ŜǳǊƻȊƻƴŜΩǎ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎΣ ŀƴŘ ŀƭǘƘƻǳƎƘ ǘƘŜǊŜ ǿŀǎ ŀ ōǊƛŜŦ ǊŜŎƻǾŜǊȅ ƛƴ нлмл 

and 2011, house prices fell again in 2012 and 2013 

- Across the Eurozone as a whole, house prices at the end of March were 1.1% higher than a 

year earlier.  By far the sharpest increase came in Ireland, where prices were 16.8% higher.  

Germany and Austria, where the housing market remained comparatively stable during the 

financial crisis, also saw gains, with prices up 5% and 3.6% respectively 

- The cost of new housing in Spain jumped even more sharply, by 4.9%, suggesting that years 

of pent-up demand is finally being released as the broader recovery gathers strength 

- Elsewhere, the picture is more muted, with house prices continuing to fall in countries such 

as France, Italy and Greece 

- Eurozone member states including Ireland, the Netherlands and Estonia have already 

imposed or adjusted loan-to-value caps for local borrowers, in an effort to prevent 

consumers from over-stretching themselves.  Other countries, such as Belgium, have 

increased the amount of capital banks must hold against certain types of loans in a bid to 

dissuade them from risky lending 

 

Fed primes its levers for lift-off challenge ς Pg. 20 



- The Fed needs new levers because of the creation of trillions of dollars of extra bank 

reserves through its quantitative easing programme.  It cannot use its traditional tool of 

varying the supply of reserves to banks to steer rates: there is simply too much money 

sloshing around the system 

- Its solution will involve varying the interest rate it pays on those excess reserves parked with 

the central bank, which total $2.5tn, supplemented by an overnight reverse repurchase 

facility to manage the federal funds rate 

- Under the RRP the Fed will sell Treasuries from its balance sheet to a wide array of players, 

including money market funds, and buy them back the following day.  The difference 

between the selling and buying prices implies an interest rate paid on the cash invested, in 

ŜŦŦŜŎǘ ŜȄǘŜƴŘƛƴƎ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ǊŀǘŜ-setting reach beyond the realm of ordinary banks 

 

Fund managers braced for global recession ς Pg. 20 

- CǳƴŘ ƳŀƴŀƎŜǊǎ ŀǊŜ ōǊŀŎƛƴƎ ŦƻǊ ŀ Ǝƭƻōŀƭ ǊŜŎŜǎǎƛƻƴ ōȅ ǎŜƭƭƛƴƎ ǎǘƻŎƪǎ ŀƴŘ ŎƻƳƳƻŘƛǘƛŜǎΣΧ 

- The latest sign of concern for the economic outlook comes as investors balance the effect of 

recovery in the US against a slowdown for China and countries that supply it with raw 

materials 

- The US bull stock market has entered a seventh year, but the S&P500 is on course for losses 

after a rocky August 

 

Answer: Uniform Standards of Professional Appraisal Practice (establishes standards for the guidance 

and education of appraisers and users of appraisal services) 

 

15 September 2015 

 

Question: What is FIRREA? 

 

Economic nerves return to torment China equities ς Pg. 1 

- /ƘƛƴŜǎŜ ŜǉǳƛǘƛŜǎ ǘǳƳōƭŜŘ ŀƎŀƛƴ ŀǎ ŎƻƴŎŜǊƴǎ ƻǾŜǊ ǘƘŜ ƘŜŀƭǘƘ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳȅ 

continued to unnerve international investors and officials 

- The falls came with many economists and investors expecting the Federal Reserve to shelve 

plans to tighten monetary policy at its pivotal interest rate-setting meeting on Thursday, 

largely because of mounting concerns over China and the turbulence it has caused 

- The benchmark Shanghai Composite shed 2.7% and the small-cap focused Shenzhen 

Composite fell 6.7% 

 

Fed assesses financial market turmoil ahead of rates decision ς Pg. 3 

- When Federal Reserve policymakers gather this week to decide whether to tighten 

monetary policy, they will be well aware that recent movements in financial markets have 

already done a lot of work for them 

- Those calling for the central bank to hold fire have recent history on their side 

- Recent economic data tracking the domestic economy have been solid, with GDP rising at a 

3.7% annual pace in the second quarter and the third-quarter numbers on track for 2.2% 

ŜȄǇŀƴǎƛƻƴΣΧ 



- ²ŜƛƎƘŜŘ ŀƎŀƛƴǎǘ ǘƘƛǎΧƛǎ ŘŜǇǊŜǎǎŜŘ ŎƻǊŜ ƛƴŦƭŀǘƛƻƴ ƻŦ Ƨǳǎǘ мΦн҈Σ ŀƴŘ ƭƻǿŜǊ ƛƴŦƭŀǘƛƻƴ 

expectations 

 

Brazil budget to fend off further rating cuts ς Pg. 4 

- Brazil has announced an emergency R$65bn package of budget cuts and tax increases aimed 

ŀǘ ǿŀǊŘƛƴƎ ƻŦŦ ŦǳǊǘƘŜǊ ŎǊŜŘƛǘ ǊŀǘƛƴƎ ŘƻǿƴƎǊŀŘŜǎ ŀŦǘŜǊ {ϧtΩǎ ǎƭŀǎƘŜŘ [ŀǘƛƴ !ƳŜǊƛŎŀΩǎ ōƛƎƎŜǎǘ 

economy to junk last week 

 

Bears target BofA amid governance row ς Pg. 18 

- Bets on a fall in the share price of Bank of America last week rose to their highest level in 

ƳƻǊŜ ǘƘŀƴ ǘǿƻ ȅŜŀǊǎΣ Χ 

- Last week 0.93% of shares outstanding had been borrowed then sold by investors who were 

ƘƻǇƛƴƎ ǘƻ ōǳȅ ǘƘŜƳ ōŀŎƪ ŦƻǊ ƭŜǎǎΣΧ 

- ¢Ƙŀǘ ǿŀǎ ǘƘŜ ƘƛƎƘŜǎǘ ƭŜǾŜƭ ƻŦ άǎƘƻǊǘ ƛƴǘŜǊŜǎǘέ ƛƴ .ƻŦ!Σ ǘƘŜ ǎŜŎƻƴŘ-biggest US bank by assets, 

since February 2013 

 

Answer: Financial Institutions Reform Recovery & Enforcement Act (FIRREA), enacted in 1989 in order to 

protect federally regulated financial institutions from loss. 

 

14 September 2015 

 

Question: When is the Case-Shiller residential pricing index published? 

 

CŜŘ ƎǳƛŘŀƴŎŜ ǎǇƭƛǘǎ ƳŀǊƪŜǘǎ ƻƴ ǊŀǘŜ ǊƛǎŜ ŀƴŘ ǇƻǎŜǎ ǘŜǎǘ ŦƻǊ ¸ŜƭƭŜƴΩǎ ƭŜŀŘŜǊǎƘƛǇ ς Pg. 1 

- If the Fed skips a September rise, it would create a communications challenge for Ms yellen, 

who has advocated a rate increase in 2015 and would need to convince traders the Fed still 

meant business about lifting rates 

- ¢ƘŜ ŦǳǘǳǊŜǎ ƳŀǊƪŜǘ Ǉǳǘ ƻŘŘǎ ƻŦ Ƨǳǎǘ ну҈ ƻƴ ŀƴ ƛƳƳƛƴŜƴǘ ƛƴŎǊŜŀǎŜΧ 

- The two-year Treasury yield hit  four-ȅŜŀǊ ƘƛƎƘ ƻŦ лΦтс҈Σ Χ 

- Falling commodity prices, inflation expectations and the rise in the dollar were all given as 

possible reasons for the Fed to sit tight.  Futures traders put a 41% chance of no move this 

year 

 

Stock sell-ƻŦŦǎ ǊŜǾŜŀƭ ŜŎƻƴƻƳƛŎ ΨŦŀǳƭǘƭƛƴŜǎΩ ς Pg. 4 

- The sell-oŦŦǎ ǊƻŎƪƛƴƎ Ŝǉǳƛǘȅ ƳŀǊƪŜǘǎ ǊŜŦƭŜŎǘ ǘƘŜ άǊŜƭŜŀǎŜ ƻŦ ǇǊŜǎǎǳǊŜέ ŀŎŎǳƳǳƭŀǘŜŘ ŀƭƻƴƎ 

άƳŀƧƻǊ ŦŀǳƭǘƭƛƴŜǎέΣΧΦΦ 

- In a gloomy assessment of the turmoil that has shaken global stock markets in recent weeks, 

the BIS, which acts as the central bank of central banks, said emerging markets were 

particularly exposed to the unwinding of financial vulnerabilities built up since the 2008 

crisis 

- ¦ƴƭƛƪŜ ǘƘŜ LaC ŀƴŘ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΣ ǿƘƛŎƘ ƘŀǾŜ ōƻǘƘ ŎŀƭƭŜŘ ŦƻǊ ǘƘŜ CŜŘ ǘƻ ŘŜƭŀȅ ƛǘǎ άƭƛŦǘ-ƻŦŦέΣ 

the BIS believes the problems facing emerging markets are partly a consequence of the 

ultra-low borrowing costs that have prevailed since the crisis 



- The BIS official pointed in particular to the increase in dollar-denominated debt of non-

financial corporations in developing economies, which surpassed $3tn in the first quarter of 

this year 

- The BIS acknowledged these levels of foreign debt were lower than those that preceded 

ǇǊŜǾƛƻǳǎ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎŜǎΦ  .ǳǘ ƛǘ ǘƘƛƴƪǎ ŦǳǊǘƘŜǊ ƛƴŎǊŜŀǎŜǎ ƛƴ ǘƘŜ ŘƻƭƭŀǊΩǎ ǾŀƭǳŜ ŎƻǳƭŘ ǎǘƛƭƭ ŎŀǳǎŜ 

sharp economic slowdowns by halting the flow of credit 

 

When rates rise ς Pg. 5 

- Almost all global banks hold a lot of US debt, since it is highly liquid 

- The scenarios are being explored because the Fed is set to raise its record-low interest rates 

for the first time in a decade, perhaps as early as this week 

- Under Basel III regulations, the banks have to disclose some detail about what higher 

interest rates would do to their businesses 

- And there is a more general way that higher interest rates help.  Rising interest rates are a 

sign of a strong economy.  That will improve corporate profits and encourage companies to 

expand.  To finance that expansion many of them will look to the banks.  Lending volumes, 

then, should rise 

- {ƻ ƘƛƎƘŜǊ ǾƻƭǳƳŜǎ ŀƴŘ ƘƛƎƘŜǊ ƳŀǊƎƛƴǎΧΦǘƘǊŜŜ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ǎƘould be causes for concern.  

The first is the impact of rate rises on the dollar.  Non-US borrowers have been enthusiastic 

borrowers of dollar debt.  In emerging markets, for example, dollar-denominated debt has 

risen 81% to $3.3tn over the past five years,  

- Higher US rates mean a strong dollar, making the payments even more expensive in the 

ōƻǊǊƻǿŜǊǎΩ ƭƻŎŀƭ ŎǳǊǊŜƴŎƛŜǎΦ  /ƻƳōƛƴŜ ǘƘŀǘ ǿƛǘƘ ŀ ǎƭƻǿŘƻǿƴ ƛƴ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎΣ ŀƴŘ ŀ 

move by the Fed would make a bad situation worse 

- The second is the internet.  After years of meagre rewards, savers may jump at the first sign 

of an increase to move their money to a more lucrative account (Prof Note: FSA 

ǎǘǳŘŜƴǘǎΧǘƘƛǎ ƛǎ ŜȄŀŎǘƭȅ ǿƘŀǘ L ǿŀǎ ǎŀȅƛƴƎΧύ 

- The final, less tangible, concern is the popular attitude towards banks.  The prospect of 

banks making huge profits while the rest of the economy struggles might be a red rag wot 

the bank-bashers 

- The banks that will do best are those with more deposits than outstanding loans.  The 

excess deposits tend to be invested in short-term bonds at low yields.   

- Χŀ ƴǳƳōŜǊ ƻŦ ōŀƴƪǎ ǿƛƭƭ ƘŀǾŜ ǘƻ ǊŀƛǎŜ ǘƘŜ ǇǊƛŎŜǎ ǘƘŜȅ ŎƘŀǊƎŜ ŎƻǊǇƻǊŀǘŜ ōƻǊǊƻǿŜǊǎ 

 

Fears mount over US stocks bubble ς Pg. 11 

- A growing number of investors believe that US stocks are overvalued, creating the risk of a 

significant ōŜŀǊ ƳŀǊƪŜǘΧ 

- ΧΦƘƛǎ ώ{ƘƛƭƭŜǊϐ Ǿŀƭǳŀǘƛƻƴ ŎƻƴŦƛŘŜƴŎŜ ƛƴŘƛŎŜǎΣ ōŀǎŜŘ ƻƴ ƛƴǾŜǎǘƻǊ ǎǳǊǾŜȅǎΣ ǎƘƻǿ ƎǊŜŀǘŜǊ ŦŜŀǊ 

that the market is overvalued than at any time since the peak of the dotcom bubble in 2000 

- ΧΦǘƘŜǊŜ ǿŀǎ ƴƻ ƘƛǎǘƻǊƛŎŀƭ ŜǾƛŘŜƴŎŜ ŦƻǊ ŀ ƭƛƴƪ ōŜǘǿŜŜƴ ƛƴǘŜǊŜst rates and share prices 

 

Answer: Last Tuesday of each month at 9:00am EST 

 

12 September 2015 



 

Question: What happens if Emerging Markets increase interest rates? 

 

/ƘŜŀǇ ƻƛƭ ΨǎƭŀƳǎ ōǊŀƪŜǎΩ ƻƴ ¦{ ǎƘŀƭŜ ς Pg. 1 

- Production of US shale oil will fall sharply next year as a result of the collapse in crude 

ǇǊƛŎŜǎΣ ΧΦ 

- ¢ƘŜ ŀƎŜƴŎȅ ǎŀƛŘ ƻƛƭ ǇǊƻŘǳŎǘƛƻƴ ƻǳǘǎƛŘŜ hǇŜŎΣ ǘƘŜ ǇǊƻŘǳŎŜǊǎΩ ŎŀǊǘŜƭΣ ǿƻǳƭŘ Ŧŀƭƭ ōȅ ƴŜŀǊƭȅ 

500,000 barrels a day next year, the largest drop since the collapse of the Soviet Union.  US 

shale will account for about 80% of that fall 

- Χǘƻǘŀƭ ǎǳǇǇƭȅ ǘƘƛǎ ȅŜŀǊ ς at 96.3m b/d in August ς continues to outpace demand and 

inventories are building 

 

Brazil central bank hopes to stay above fray ς Pg. 2 

- In a bid to crush inflation, it has embarked on a two-and-a-half-year tightening cycle, raising 

its benchmark interest rate, the Selic, to a painful 14.25% even as the economy has slid in 

recession 

- The central bank pushed interest rates down to a record low for Brazil of 7.25% but inflation 

started to rise, public finances soured and the economy sputtered as the commodity boom 

ŦŀŘŜŘ ŀƴŘ ƛƴǾŜǎǘƻǊǎ ƭƻǎǘ ŎƻƴŦƛŘŜƴŎŜΧ 

 

Homegrown reasons for the Fed to stay put ς Pg. 8 

- The financial markets currency think there is a higher than 50% probability that the Fed will 

raise rates before the year end, suggesting that a rise will not come as hugely destabilizing 

shock 

- The proportion of adults who are participating in the labour market ς either working or 

looking for work ς has fallen to its lowest level in nearly four decades.  A large number of 

Americans leaving the labour force altogether suggests wage inflation will kick off at lower 

level of employment 

- ΧǘƘŜ ǊƛǎŜ ƛƴ ŎƻƳǇŜƴǎŀǘƛƻƴ ƛƴ ǘƘŜ ǎŜŎƻƴŘ ǉǳŀǊǘŜǊ ƻŦ нлмр ǿŀǎ ǘƘŜ ǎƭƻǿŜǎǘ ǎƛƴŎŜ мфун 

- /ƻǊŜ ƛƴŦƭŀǘƛƻƴ Ƙŀǎ ǊŜƳŀƛƴŜŘ ōŜƭƻǿ ǘƘŜ CŜŘΩǎ н҈ ǘŀǊƎŜǘΧ 

- ¸Ŝǘ ǘƘŜ CŜŘΩǎ ōŜǎǘ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ ǘƘŜ Ǝƭƻōŀƭ ŜŎƻƴƻƳȅ ƛǎ ǘƻ ƪŜŜǇ ǘƘŜ ¦{ ŜŎƻƴƻƳȅ ƎǊƻǿƛƴƎ 

steadily, not to attempt to micromanage financial markets elsewhere 

 

Investors flee EM on US rate uncertainty ς Pg. 13 

- The moves come as investors consider the potential for two changes to the world economy: 

a first US interest rate rise in nine years, and a significant moderation in Chinese demand for 

commodities for the first time in a decade 

- The dollar has strengthened this year and commodity prices have fallen, raising concerns for 

emerging market countries and companies that borrow in the US currency and export 

significant raw materials to China 

- A valuation gap between developed market and emerging market stocks widened over the 

summer.  The price-to-book ratio on the MSCI emerging markets index stood at 1.28 at the 

end of August, the lowest it has been in more than five years 

 



Answer: Investment and manufacturing will plummet and drive their economies into recession. 

 

11 September 2015 

 

Question: What happens if Emerging Markets reduce interest rates? 

 

.ǊŀȊƛƭΩǎ ŦƛƴŀƴŎŜ ƳƛƴƛǎǘŜǊ ƳƻǾŜǎ ǘƻ ǎƻƻǘƘŜ ƴŜǊǾŜǎ ŀŦǘŜǊ ŘƻǿƴƎǊŀŘŜ ƧƛǘǘŜǊǎ ς Pg. 1 

- ΧΦǘƘŜ ŎƻǳƴǘǊȅΩǎ ƛƴǾŜǎǘƳŜƴǘ ƎǊŀŘŜ ŘŜōǘ ǊŀǘƛƴƎ ǘƻ Ƨǳƴƪ 

- The downgrade from triple B minus to double B plus with a negatiǾŜ ƻǳǘƭƻƻƪΧ 

- Brazil was downgraded after last week backpedaling on an earlier commitment for a primary 

fiscal surplus, the budget balance before interest payments, of 0.7% for 2016, instead 

projecting a consolidated deficit of 0.34% 

 

Cheap borrowing costs struggle to spark big recovery ς Pg. 3 

- By some measures the US is doing well.  Unemployment is just 5.1%.  Second-quarter 

growth at 3.7% was well above the long-term historical trend.  But the picture is marred.  

Annual wage growth at 2.2% is well below the pace many Fed officials expect at full 

employment, and the labour force participation rate is at the lowest level since the 1970s 

- The latter is partly because of the retirement of baby boomers, but also because many 

potential workers have given up looking for a job 

 

Crush looms after US corporate debt binge ς Pg. 17 

- ²ƛǘƘ ŀ Ϸпǘƴ Ƴƻǳƴǘŀƛƴ ƻŦ ŘŜōǘ ƳŀǘǳǊƛƴƎ ƻǾŜǊ ǘƘŜ ƴŜȄǘ ŦƛǾŜ ȅŜŀǊǎΣ ŎƻǊǇƻǊŀǘŜ !ƳŜǊƛŎŀΩǎ 

reliance on cheap cash is about to be tested 

- Tighter borrowing conditions will market a turning point in the debt binge 

- Analysts with S&P expect defaults among junk-rated US companies to hit 2.9% by June 2016, 

nearly twice the rate in 2013 

 

.ǊŀȊƛƭΩǎ ǊŜŀƭ ƴŜŀǊǎ ǊŜŎƻǊŘ ƭƻǿ ŀŦǘŜǊ ŘƻǿƴƎǊŀŘŜ ς Pg. 20 

- Fears of capital outflows accelerating from recession-hit Brazil holed the real below the 

waterline yesterday, with the currency sliding 2.5% and approaching its all-time low against 

the US dollar set nearly 13 years ago 

- Brazil is in the thick of the EM squall, but its problems are exacerbated by economic and 

political difŦƛŎǳƭǘƛŜǎΣ ƛƴŎƭǳŘƛƴƎ ŀ ǎƛȊŜŀōƭŜ ŎŀǇƛǘŀƭ ŀŎŎƻǳƴǘǎ ŘŜŦƛŎƛǘ ŀƴŘ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ 

struggle to stick to its austerity agenda 

 

Answer: Currencies fall, inflation rises, and capital quickly leaves and living standards decline 

 

10 September 2015 

 

Question: What happened yesterday in the Technology world? 

 

Beijing clamps down on forex deals to stem capital flight ς Pg. 1 



- China has tightened its capital controls, in a sharp reversal of its market liberalizing rhetoric, 

as it struggles to contain the fallout from laǎǘ ƳƻƴǘƘΩǎ ŘŜǾŀƭǳŀǘƛƻƴ ƻŦ ǘƘŜ ǊŜƴƳƛƴōƛ 

- The August 11 devaluation unleashed turmoil on global stock markets and policy confusion 

at home, forcing the central bank to spend as much as $200bn to support the renminbi 

- The prospect of an interest-rate increase in the US has further encouraged capital flight 

- Safe has ordered banks and financial institutions to pay particular attention to the practice 

of over-invoicing exports, often used to disguise large capital outflows 

- China has long imposed limits on the amount of foreign exchange that can be bought or sold 

by individuals and companies but those controls have broken down somewhat in recent 

years as the renminbi has become more widely used around the world 

- Although still the largest in the world, its reserves fell by the biggest amount on record in 

August, dropping $94bn to about $3.56tn 

 

Emerging markets call on Fed to lift rates and end uncertainty ς Pg. 1 

- Anxiety over Fed policy has combined with a slowdown in China and falling commodity 

prices to rock emerging markets in recent months 

 

US job vacancies show biggest rise in 5 years ς Pg. 2 

- The number of vacancies rose 430,000 in July, the biggest gain in five years, to a record 

5.75m 

- The number of empty posts grew in industries including professional services, retail, 

transport and utilities, manufacturing, and leisure and hospitality 

- ΧǿŀƎŜ ƎǊƻǿǘƘ ǊŜƳŀƛƴǎ ƳǳǘŜŘΣ Χ 

 

Probe into US Treasury markets ς Pg. 13 

- bŜǿ ¸ƻǊƪΩǎ ōŀƴƪƛƴƎ ǊŜƎǳƭŀǘƻǊ ƛǎ ǇǊƻōƛƴƎ ǇƻǘŜƴǘƛŀƭ ƳŀƴƛǇǳƭŀǘƛƻƴ ƻŦ ǘƘŜ ¦{ ¢ǊŜŀǎǳǊȅ ƳŀǊƪŜǘǎΣ 

in a sign of how sŎǊǳǘƛƴȅ ƻŦ ǘƘŜ Ϸмнǘƴ ƛƴŘǳǎǘǊȅ ƛǎ ǿƛŘŜƴƛƴƎΣ Χ 

- The justice department is also examining the potential rigging of Treasury auctions, after the 

agency and other regulators netted more than $5.6bn in penalties from six banks that 

settled allegations that they manipulated currency markets 

- The US Treasury market is especially important because it is a benchmark for borrowing 

costs and asset prices around the world and a haven in times of crisis 

 

Puerto Rico warned over $28bn cash crunch ς Pg. 20 

- Puerto Rico faces ŀ Ϸнуōƴ ŦƛƴŀƴŎƛƴƎ ƎŀǇ ƻǾŜǊ ǘƘŜ ƴŜȄǘ ŦƛǾŜ ȅŜŀǊǎΣ Χ 

 

Answer: The new iPhone was introduced.  This will be my first smart phone purchase!  I will soon 

download my first App! 

 

9 September 2015 

 

Question: What two organizations created at Bretton Woods disagree with a September rate rise by the 

US Federal Reserve? 

 



CŜŘ ǳǊƎŜŘ ǘƻ ƘƻƭŘ ŦƛǊŜ ƻƴ ǊŀǘŜǎ ƻǊ Ǌƛǎƪ ǎǇŀǊƪƛƴƎ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘ ΨǇŀƴƛŎΩ ς Pg. 1 

- ¢ƘŜ ¦{ CŜŘŜǊŀƭ wŜǎŜǊǾŜ Ǌƛǎƪǎ ǘǊƛƎƎŜǊƛƴƎ άǇŀƴƛŎ ŀƴŘ ǘǳǊƳƻƛƭέ ƛƴ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎ ƛŦ ƛǘ ƻǇǘǎ ǘƻ 

raise rates at its September meeting and should hold fire until the global economy is on a 

ǎǳǊŜǊ ŦƻƻǘƛƴƎΣ Χ 

- Rising uncertainty over growth in China and its impact on the global economy meant that a 

Fed decision to raise its policy rate next week, for the first time since 2006, would have 

ƴŜƎŀǘƛǾŜ ŎƻƴǎŜǉǳŜƴŎŜǎΣΧ 

- ΧƛŦ ǘƘŜ CŜŘΩǎ ǇƻƭƛŎȅƳŀƪŜǊǎ ǿŜǊŜ ǘƻ ŘŜŎƛŘŜ ƴŜȄǘ ǿŜŜƪ ǘƻ ǊŀƛǎŜ ǊŀǘŜǎΣ ǘƘŜȅ ǿƻǳƭŘ ōŜ ŘƻƛƴƎ ǎƻ 

against the advice of both of the institutions created at Bretton Woods as guardians of 

global economic stability 

 

Finland plans cuts to pay and holidays to revive economy ς Pg. 2 

- CƛƴƭŀƴŘΩǎ ƴŜǿ ŎŜƴǘǊŜ-right government is proposing scrapping two bank holidays and cutting 

pay for sick leave, overtime and Sunday working in the latest attempts to turn around its 

ailing economy 

- Its labour costs are a fifth higher than in Germany or neighbouring Sweden while a massive 

postwar baby boom means it has the most rapidly ageing population in the world behind 

Japan 

- CƛƴƭŀƴŘΩǎ D5t ǿŀǎ ǊŜǾƛǎŜŘ ǳǇ ǘƻ лΦн҈ ƎǊƻǿǘƘ ƛƴ ǘƘŜ ǎŜŎƻƴŘ ǉǳŀǊǘŜǊ ōǳǘ ǘƘŜ ŜŎƻƴƻƳȅ Ƙŀǎ 

stagnated or contracted since late 2010 and remains well below its pre-crisis peak level 

 

Mixed economic indicators leave Federal Reserve with hard choices ς Pg. 3 

- ΧŘŜōǘ ǎŜǊǾƛŎƛƴƎ Ŏƻǎǘǎ ŀǘ ǘƘŜƛǊ ƭƻǿŜǎǘ ŀǎ ŀ ǎƘŀǊŜ ƻŦ ƛƴŎƻƳŜ ǎƛƴŎŜ ŀǘ ƭŜŀǎǘ ǘƘŜ мфулǎΣ Χ 

- Χ¦{ exporters are suffering from the hindrance of a higher dollar 

- ¢ƘŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ Ƙŀǎ ŦŀƭƭŜƴ ōŜƭƻǿ ƭŜǾŜƭǎ ǎŜŜƴ ŀǘ ǘƘŜ ōŜƎƛƴƴƛƴƎ ƻŦ ōƻǘƘ ǘƘŜ CŜŘΩǎ ƭŀǎǘ 

two rate-increasing cycles, and companies are finding it harder to fill vacancies than in 2005-

06 

 

Risk parity industry defends strategy ς Pg. 22 

- Risk parity funds ς which passively invest about $500bn in a range of assets such as stocks 

and bonds ς use algorithms to shift allocations periodically in response to volatility.  It is this 

strategy, argue some analysts and rival funds, that exacerbated the recent stock market 

choppiness 

- Most risk parity funds use models and leverage to target a constant volatility, so when the 

turbulence of asset classes climbs their models lower the exposure 

- Risk parity funds suffered a torrid summer but outperformed the equity market, thanks to 

leveraged bets on the more resilient bond market ς although these big fixed-income 

allocations hurt RP funds earlier in the year due to expectations of rising US interest rates 

 

Answer: IMF and World Bank 

 

8 September 2015 

 

Question: Why can rations be limiting? 



 

Subprime repackaged as investors feel ready to embrace risky borrowers again ς Pg. 1 

- Yield-hungry investors are ready to endorse a revival of bonds backed by riskier US 

residential mortgages, as lenders warm to housebuyers who do not meet strict borrowing 

guidelines introduced after the financial crisis 

- .ǳǘ ǘƘŜ ƴƻǿ ǘƻȄƛŎ ƭŀōŜƭ ƻŦ άǎǳōǇǊƛƳŜέ ƳƻǊǘƎŀƎŜǎ Ƙŀǎ ōŜŜƴ ŘǊƻǇǇŜŘΧΦέƴƻƴ-prime 

ƳƻǊǘƎŀƎŜǎέ ς a term funds are using to describe mortgages that do not meet government 

standards 

- A score below 620 used to be called subprime, while the average is about 700 

- Issuance of residential mortgages backed securities that do not carry the guarantee of 

government agencies such as Fannie Mae and Freddie Mac has dried up to less than $10bn 

for 2014, from $500bn a year before the crisis 

- One way for banks and other lenders to satisfy these new rules is by issuing a qualified 

mortgage, for which applicants must meet a total monthly debt-to-income ratio of 43% or 

less 

- Banks are wary of issuing outside the QM standards because of the potential liabilities 

ƛƴǾƻƭǾŜŘΣ ƛƴŎƭǳŘƛƴƎ ōŜƛƴƎ ǎǳŜŘ ōȅ ǘƘŜ ōƻǊǊƻǿŜǊ ƛŦ ǘƘŜȅ Ŏŀƴƴƻǘ Ǉŀȅ ǘƘŜ ƭƻŀƴ ōŀŎƪΣ Χ 

 

EM selling pressure puts lira at new low ς Pg. 26 

- EM currencies remain precariously positioned between the two big market obsessions of 

the moment ς the timing of a Federal Reserve rise in US interest rates and the health of the 

Chinese economy 

- A Fed rise strengthens the dollar, while a Fed delay risks being seen by the market as a 

ŎƻƴǎŜǉǳŜƴŎŜ ƻŦ /ƘƛƴŀΩǎ ǿŜŀƪƴŜǎǎ 

 

Jobs report keeps investors guessing on rate rise ς Pg. 28 

- For now, investors are leaning towards another monetary policy reprieve.  Fed funds futures 

indicate only a 30% chance of lift-ƻŦŦ ƛƴ {ŜǇǘŜƳōŜǊΧ 

- The 10-year and 30-year US Treasury yields have climbed from the lows of earlier this year, 

but remain very low in light of looming US rate increases, as many investors expect the 

άȅƛŜƭŘ ŎǳǊǾŜέ ς the difference between short and long-term interest rates ς to continue to 

flatten even as the Fed lifts rates 

 

Answer: NO defined set 

 

7 September 2014 

 

Question: ²Ƙŀǘ ƛǎ ŀ ΨǉǳƛŎƪΩ Ǌŀǘƛƻ ǘƻ ƳŜŀǎǳǊŜ ƭƛǉǳƛŘƛǘȅΚ 

 

{ŀƭŀǊƛŜǎ ǊƛǎŜ ŀǎ ǎƪƛƭƭŜŘ ǿƻǊƪŜǊǎ ŜƴƧƻȅ ΨǇƛŎƪ ƻŦ Ƨƻōǎ ƳŀǊƪŜǘΩ ς Pg. 3 

- Skilled workers gained the upper hand in the jobs market in August as recruiters struggled to 

fill posts, raising salaries for permanent and contract staff 



- The survey offers more evidence that there is a decreasing amount of spare capacity in the 

labour market, as the BoE weighs whether the economy is ready to begin moving away from 

its long period of low interest rates 

 

wƻǳōƭŜΩǎ ŘŜŎƭƛƴŜ Ƙƛǘǎ wǳǎǎƛŀ ŦƻǊŜƛƎƴ ŎǳǊǊŜƴŎȅ ŘŜōǘ ǊŜǇŀȅƳŜƴǘǎ ς Pg. 6 

- Combined with a deepening recession and western trade sanctions, the wild gyrations in the 

oil price and knock-on effects of the Russian economy facing a credit crunch when it comes 

to repaying their foreign currency debt 

- One factor weighing on sentiment is China, which last year became one of the largest 

ǎƻǳǊŎŜǎ ƻŦ ŦƻǊŜƛƎƴ ŎǊŜŘƛǘ ǘƻ wǳǎǎƛŀΣΧ 

 

Answer: Current Assets/Current Liabilities 

 

5 September 2014 

 

Question: What is the Securities Market Line (SML)? 

 

US jobless rate at lowest since 2008 ς Pg. 1 

- The US unemployment rate tumbled more than expected to 5.1%, the lowest since April 

2008 ς leaving it at the level the Fed associates with full employment 

- The US private sector has added more than 13m jobs over the past 66 months, in its longest 

string of gains on record, fueling calls for the Fed to end its near-zero rates policy 

- The S&P500 index fell 1.6% yesterday afternoon as traders pushed up the odds of a 

September lift-off on the back of the jobs numbers 

 

Danger lies in belief that inflation is history ς Pg. 11 

- Students of economic history often marvel at some of the phenomena and oddities of past 

eras such as feudalism, the use of giant stones as currency, tulip bubbles and the gold 

standard 

- Any slight inflationary concerns suffered after mauling from the renewed commodity price 

ǎƭƛŘŜ ǘƘƛǎ ǎǳƳƳŜǊΣ ŀƴŘ ƳƻǊŜ ǊŜŎŜƴǘƭȅ /ƘƛƴŀΩǎ ŘŜŎƛǎƛƻƴ ǘƻ ƭŜǘ ǘƘŜ ǊŜƴƳƛƴōƛ ŘŜǇǊŜŎƛŀǘŜΣ ǿƘƛŎh 

triggered convulsions across global markets 

- ΧǎŀƎƎƛƴƎ ƳŜŀǎǳǊŜǎ ƻŦ ƛƴǾŜǎǘƻǊǎΩ ƛƴŦƭŀǘƛƻƴ ŜȄǇŜŎǘŀǘƛƻƴǎ ƘŀǾŜ ǎƭƛŘ ǇǊŜŎƛǇƛǘƻǳǎƭȅ ƛƴ ǊŜŎŜƴǘ 

weeks.  So-ŎŀƭƭŜŘ άōǊŜŀƪ-ŜǾŜƴέ ǊŀǘŜǎ ς which gauge inflation expectations by comparing 

conventional and inflation-protected government debt ς have in some cases plumbed lows 

last seen at the nadir of the financial crisis 

- The health of the global economy is feeble, spare capacity built up in the noughties boom 

years remains considerable, commodity prices are expected to stay in the doldrums and 

/ƘƛƴŀΩǎ Ǝƛŀƴǘ ŜŎƻƴƻƳȅ ŎƻǳƭŘΣ ƛƴ ŀƴ ŜȄǘǊŜƳŜ ǎŎŜƴŀǊƛƻΣ ǘƛǇ ǘƘŜ ǿƻǊƭŘ ƛƴǘƻ ŀƴƻǘƘŜǊ ǊŜŎŜǎǎƛƻƴ 

- The average annual rise in the US consumer price index was 7.1% in the 1970s; 5.6% in the 

80s; 3% in the 90s; 2.6% in the noughties; and just 1.8% over the past five years 

 

Answer: It is a line that quantifies the cost of equity with the single market risk variable as beta.  It is 

more commonly referenced as CAPM (Capital Asset Pricing Model). 



 

4 September 2014 

 

Question: How many jobs were added in August 2015 in the U.S. and where does the unemployment 

rate stand? 

 

Draghi comes bearing gifts for markets ς Pg. 2 

- The promise of additional quantitative easing, from a central bank that has already pledged 

to buy 1.1tn (euro) of mostly government bonds, buoyed equities and bonds across the 

region 

- ¢ƘŜǊŜ ǿŀǎ ƭƛǘǘƭŜ ŘŜǘŀƛƭ ƻŦ ǿƘŀǘ v9н ŎƻǳƭŘ ƭƻƻƪ ƭƛƪŜΧ 

 

Jobs data seen as crucial to Fed rates decision ς Pg. 2 

- ¢ƘŜ ƘŜŀƭǘƘ ƻŦ ǘƘŜ Ƨƻōǎ ƳŀǊƪŜǘ Ƙŀǎ ǎŀǘ ŀǘ ǘƘŜ ƘŜŀǊǘ ƻŦ CŜŘ ŎƘŀƛǊ WŀƴŜǘ ȅŜƭƭŜƴΩǎ ŎŀǎŜ ŦƻǊ ƘƛƎƘŜǊ 

rates this year 

- !ƴŀƭȅǎǘǎ ŀǊŜ ƭƻƻƪƛƴƎ ŦƻǊ ǇŀȅǊƻƭƭ Ǝŀƛƴǎ ƻŦ ŀōƻǳǘ нмуΣллл ŦƻǊ !ǳƎǳǎǘΧ 

- ¢ƘŜ ƧƻōƭŜǎǎ ǊŀǘŜΣ ƳŜŀƴǿƘƛƭŜΣ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ŘǊƻǇ ǘƻ рΦн҈ ŦǊƻƳ рΦо҈Σ Χ 

- ¦ƴŘŜǊ ǘƘŜ CŜŘΩǎ ŜŎƻƴƻƳƛŎ ƳƻŘŜƭǎΣ ǘƘŜ ŀƳƻǳƴǘ ƻŦ ǎƭŀŎƪ ƛƴ ǘƘŜ ŜŎƻƴƻƳȅ ƘŜƭǇǎ ŘǊƛǾŜ ƛƴŦƭŀǘƛƻƴ 

pressures down the road.  Calculation that spare capacity in the labour market is fast 

disappearing helps explain why many of the FOMC think rates need to be lifted from near-

zero levels 

- What complicates the analysis, however, is the view that the unemployment rate is itself an 

inadequate way of assessing jobs market slack.  A broader measure, which includes people 

in part-time employment but would like a full-time post, stands higher at 10.4% 

- Muted wage growth of about 2% this year also suggests that there is still spare capacity in 

the jobs market 

- !ǘ рΦо҈Σ ǘƘŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ǎǘŀƴŘǎ ƻƴ ǘƘŜ ŎǳǎǇ ƻŦ ǘƘŜ CŜŘ ǇƻƭƛŎȅƳŀƪŜǊǎΩ ǾƛŜǿ ƻŦ ǘƘŜ 

natural rate of joblessness, between 5 and 5.2% 

 

9ǳǊƻ ΨǎǇŀƴƪŜŘΩ ōȅ 5ǊŀƎƘƛ ŘƻǾƛǎƘƴŜǎǎ ς Pg. 22 

- ¢ƘŜ ŜǳǊƻ ŘǊƻǇǇŜŘ мΦн҈ ŀƎŀƛƴǎǘ ǘƘŜ ŘƻƭƭŀǊΧƘƛǘǘƛƴƎ a two-week low of $1.1090 

- Economic recovery is weakening and the rate of inflation slowing, the central bank said, 

prompting it to raise the cap on its 60bn (euro) a month quantitative easing programme 

- ΧƴǳƳōŜǊ ƻŦ ƛǎǎǳŜǎΣ ƛƴŎƭǳŘƛƴƎ ǳƴŎŜǊǘŀƛƴǘȅ ƻǾŜǊ ǘƘŜ ¦{ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ ǊŀǘŜ ǊƛǎŜ ƛƴǘŜƴǘƛƻƴǎΣ 

/ƘƛƴŀΩǎ ǎƭƻǿƛƴƎ ŜŎƻƴƻƳȅ ŀƴŘ ǇǊŜǎǎǳǊŜ ƻƴ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘ ŎƻǳƴǘǊƛŜǎΣ Ƙŀǎ ŎŀǳǎŜŘ ǘƘŜ ŜǳǊƻ 

to appreciate over the summer 

 

Answer: 173,000 jobs and 5.1% 

 

3 September 2015 

 

Question: Who selects the candidates for Federal Reserve Chairperson? 

 

Dƭƻōŀƭ ƛƴǾŜǎǘƻǊǎ ǊŀǘǘƭŜŘ ōȅ /ƘƛƴŀΩǎ Ƙǳƴǘ ŦƻǊ ǎǘƻŎƪ ƳŀǊƪŜǘ ŎǳƭǇǊƛǘǎ ς Pg. 1 



- The authorities have arrested, or investigated, several employees of brokerages, listed 

companies and even the market regulator itself as they seek to tackle malpractice, 

ƳŀƴƛǇǳƭŀǘƛƻƴ ŀƴŘ άǊǳƳƻǳǊ-ƳƻƴƎŜǊƛƴƎέ 

- One big US hedge fund with operations in China said it was conducting extra audits, 

concerned that the authorities were subjecting foreign investors to additional scrutiny 

 

Beijing to lend Venezuela $5bn to boost oil production ς Pg. 3 

- /Ƙƛƴŀ ǿƛƭƭ ƭŜƴŘ ±ŜƴŜȊǳŜƭŀ Ϸрōƴ ǘƻ ōƻƻǎǘ ƻƛƭ ƻǳǘǇǳǘΣ Χ 

- China has lent $50bn to Venezuela in oil-backed loans secured under former president Hugo 

Chavez but has become much less enthusiastic about adding its exposure as the Venezuelan 

economy has worsened.  Venezuela is the eighth-largest oil supplier to China, primarily of 

heavy crude that trades at lower than benchmark prices 

- /ǊǳŘŜ ƻƛƭ ǎŀƭŜǎ ŀŎŎƻǳƴǘ ŦƻǊ фс҈ ƻŦ ±ŜƴŜȊǳŜƭŀΩǎ ŜȄǇƻǊǘǎΣ ŀƴŘ ŜǾŜǊȅ Ϸм ŘǊƻǇ ƛƴ ǘƘŜ ǇǊƛŎŜ ƻŦ ƻƛƭ 

equates to a $700m hit to government revenues 

 

9ǳǊƻǇŜΩǎ ōŀƴƪǎ ǎǘŜŀƭ ƳŀǊŎƘ ƻƴ ¦{ ǊƛǾŀƭǎ ς Pg. 14 

- 9ǳǊƻǇŜΩǎ ǎƭƛƳƳŜŘ-down investment banks are stealing market share from US rivals in global 

ŦƛȄŜŘ ƛƴŎƻƳŜΣ ŎǳǊǊŜƴŎȅ ŀƴŘ ŎƻƳƳƻŘƛǘƛŜǎ ǘǊŀŘƛƴƎΧ 

- 9ǳǊƻǇŜŀƴ ōŀƴƪǎΩ ƭƻǎǎ ƻŦ Ǝƭƻōŀƭ ŀŘvisory business has been a widely reported trend, as 

companies from the continent have increasingly turned to US banking giants for advice on 

M&A, as well as other transactions 

- Χ9ǳǊƻǇŜŀƴ ōŀƴƪǎ ŀǊŜ ƭŀƎƎƛƴƎ ōŜƘƛƴŘ ƛƴ ŜǉǳƛǘƛŜǎ ōǳǎƛƴŜǎǎ Χ 

- Morgan Stanley expects European banks to increase their revenues from equities business 

by 7% next year, against a 16% forecast advance for US banks.  It also expects European 

banks to lose another 4% of advisory revenue 

 

Dollar gains pace ahead of key events ς Pg. 20 

- ΧǇǳǎƘƛƴƎ the euro back below $1.1250, as US stocks rebounded 

- Its strength is once again telling on emerging market currencies 

- A snapshop of the US jobs market from ADP Research showed 190,000 jobs were created in 

August, slightly fewer than expected, although there was an upward revision on US second-

quarter productivity 

 

Answer: The President of the U.S. 

 

2 September 2015 

 

Question: The FOMC meets a minimum of how many times a year? 

 

Manufacturing in China slides at fastest rate in three years ς Pg. 1 

- Activity ƛƴ /ƘƛƴŀΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜŎǘƻǊ ŎƻƴǘǊŀŎǘŜŘ ŀǘ ƛǘǎ ŦŀǎǘŜǎǘ ǇŀŎŜ ƛƴ ǘƘǊŜŜ ȅŜŀǊǎΣ ǎŜƴŘƛƴƎ 

global shares down and exacerbating fears about a Chinese slowdown that have hit global 

markets 



- /ƘƛƴŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ Ŏǳǘ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ƭŀǎǘ ǿŜŜƪ ŀƴŘ ǎŀƛŘ ǘƘŀǘ ƛǘ ǿƻǳƭŘ inject liquidity into 

the banking sector, in a move to stimulate the slowing economy and stem the slide in share 

prices 

 

/ŀƴŀŘŀΩǎ Ŧŀƭƭ ƛƴǘƻ ǊŜŎŜǎǎƛƻƴ ƪƴƻŎƪǎ IŀǊǇŜǊ Ǉƻƭƭ ƘƻǇŜǎ ς Pg. 4 

- /ŀƴŀŘŀΩǎ ŜŎƻƴƻƳȅ ǎƘǊŀƴƪ ŀǘ ŀ лΦр҈ ŀƴƴǳŀƭƛȊŜŘ ǇŀŎŜ ƛƴ ǘƘŜ ǉǳŀǊǘŜǊ ǘƻ ǘƘŜ ŜƴŘ ƻŦ WǳƴŜΣΧ 

- With Canada emerging from the downturn less battered than the US and Europe, he gained 

a reputation as the most trusted economic manager among Canadian political leaders 

- The Bank of Canada has struggled to predict the impact that the crumbling oil price will have 

ƻƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜƴŜǊƎȅ-exporting economy.  The central bank surprised investors by cutting 

interest rates in January and did so again in July 

- /ŀƴŀŘŀΩǎ ŦƛǊǎǘ ǊŜŎŜǎǎƛƻƴ ǎƛƴŎŜ ǘƘŜ нллу-09 crisis, has raised fiscal stimulus as a central issue 

in campaigns 

 

Uber faces lawsuit to decide if 160,000 drivers should be ranked as employees ς Pg. 11 

- If Uber were forced to take on the full costs of employing its drivers, it could weaken the 

economic drivers, it could weaken the economic model of one of the most highly valued 

tech start-ups, and set a precedent that would threaten other companies that rely on 

organizing freelance worker 

- The labour costs for most sharing-economy groups would rise by 25 ς 40% if they were 

forced to switch from being simple marketplaces to full-ǎŜǊǾƛŎŜ ŎƻƳǇŀƴƛŜǎΣ Χ 

- ¢ƘŜ ōǳǊŘŜƴ ǿƛƭƭ ƴƻǿ ōŜ ƻƴ ǘƘŜ ŎƻƳǇŀƴȅ ǘƻ άŘƛǎǇǊƻǾŜ ŀƴ  ŜƳǇƭƻȅƳŜƴǘ ǊŜƭŀǘƛƻƴǎƘƛǇέΧ 

 

Oil bear forecasts return to $25 a barrel ς Pg. 18 

- ΧǿƘƛƭŜ ƻƛƭ ŎƻƳǇŀƴƛŜǎ ǿŜǊŜ ǎƭŀǎƘƛƴƎ ŎŀǇƛǘŀƭ ŜȄǇŜƴŘƛǘǳǊŜǎΣ ǘƘŜ ƭƻƴƎ ƭŜŀŘ ǘƛƳŜǎ ƻƴ Ƴƻǎǘ 

projects meant the impact would not be felt on supplies in the market until around 2019.  As 

such, Χ²¢L ŎƻǳƭŘ Ŧŀƭƭ ŀǎ ƭƻǿ ŀǎ Ϸнр ŀ ōŀǊǊŜƭ ŦƻǊ ǳǇ ǘƻ ŀ ƳƻƴǘƘ ǘƘƛǎ ȅŜŀǊΣ Χ 

 

Local-currency debt lowers credit risk ς Pg. 20 

- The chaos endured by emerging markets this summer is unlikely to evolve into a credit 

ŎǊƛǎƛǎΧ 

- !ŎǊƻǎǎ ǘƘŜ ƭŀǊƎŜǎǘ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎΣ ǘƘŜ ǎƘŀǊŜ ƻŦ ŘŜōǘ ƘŜƭŘ ƛƴ ŀ ŎƻǳƴǘǊȅΩǎ ƻǿƴ ŎǳǊǊŜƴŎȅ Ƙŀǎ 

jumped from just over 5л҈ ǘƻ Ƨǳǎǘ ǳƴŘŜǊ тр҈ ƛƴ ǘƘŜ Ǉŀǎǘ мр ȅŜŀǊǎΧ 

- On average local investors hold 68% of the sovereign debt issued by their government, 

compared with 58% in 2000 

 

Answer: Eight (8) 

 

1 September 2015 

 

Question: What are the two types of Income Statements? 

 

Emerging market currency wars threaten to cut back world trade ς Pg. 1 



- Weakness in emerging market currencies is hurting global trade by reducing imports 

ǿƛǘƘƻǳǘ ŀƴȅ ōŜƴŜŦƛǘ ǘƻ ŜȄǇƻǊǘ ǾƻƭǳƳŜǎΣ Χ 

- The findings suggest that any currency war between developing nations is likely to be even 

more damaging than previously thought, leading to a reduction in global trade and possibly 

ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘΣ ǊŀǘƘŜǊ ǘƘŀƴ Ƨǳǎǘ ǊŜŀǇǇƻƛƴǘƛƴƎ ŀ ŦƛȄŜŘ ƭŜǾŜƭ ƻŦ ǘǊŀŘŜ ōŜǘǿŜŜƴ άǿƛƴƴŜǊǎέ 

ŀƴŘ άƭƻǎŜǊǎέ 

- Since June 2014, the currencies of Russia, Columbia, Brazil, Turkey, Mexico and Chile have 

fallen between 20% and 50% against the dollar, while the Malaysian ringgit and Indonesian 

rupiah are at their weakest since the Asian financial crisis of 1998 

 

Wealthy Chinese look to boost overseas holdings ς Pg. 6 

- Residential property was the most popular investment, followed by fixed-income securities, 

commercial property, trust products and life policies 

- A significant proportion of this class are the self-made who have managed to profit from the 

economic expansion ς a phenomenon that has led to large inflows of foreign investment to 

China 

- The top reason for overseas investment, cited by over 38% of respondents, was to gain 

entry to good schools.  As parents send offspring abroad for western education, many are 

buying flats in college towns 

- /ƘƛƴŀΩǎ ƘƛƎƘ ƴŜǘ ǿƻǊǘƘ ŦŀƳƛƭƛŜǎ ƘŀŘ ǎƘƛŦǘŜŘ ŦǊƻƳ ƳŀƪƛƴƎ ŀǎ ƳǳŎƘ ƳƻƴŜȅ ŀǎ ǘƘŜȅ Ŏŀƴ ǘƻ 

ǇǊƻǘŜŎǘƛƴƎ ǘƘŜƛǊ ǿŜŀƭǘƘΧ 

 

US banks face regulatory pressure to classify risky oil loans as troubled assets ς Pg. 15 

- The US oil boom of the past six years has been fueled by a surge in borrowing by small and 

medium sized companies 

- A long slump in the crude price would pose a risk to banks with a  high proportion of loans 

to oil and gas groups.   

 

Equities worldwide pulled down by China ς Pg. 22 

- All three major Wall Street equity indices fell, with the S&P 500 down 0.8% yesterday and 

6.3% this month, its worst monthly performance since May 2012 

- Falling Chinese shares pulled bourses down across the US, Europe and Asia after reports 

that Beijing had scrapped large-scale share purchases as a method of propping up markets 

 

Answer: Direct and Indirect 

 

31 August 2015 

 

Question: What are the three sections of a Statement of Cash Flow? 

 

China ditches mass share buys after $200bn two-month spree ς Pg. 1 

- The Chinese government has decided to abandon attempts to boost the stock market 

through large-scale share purchases and will instead ramp up efforts to investigate and 

ǇǳƴƛǎƘ ǇŜƻǇƭŜ ǎǳǎǇŜŎǘŜŘ ƻŦ άŘŜǎǘŀōƛƭƛȊƛƴƎ ǘƘŜ ƳŀǊƪŜǘέ Χ 



- ΧǇǊƻǇ ǳǇ ŀ ƳŀǊƪŜǘ ǘƘŀǘ ƛs down 37% since its Peak in Mid-June 

 

China turmoil adds to Fed jitters as US rate rise decision looms ς Pg. 3 

- The turmoil in China has intensified the debate within a divided Federal Reserve over 

whether the inflation outlook will be strong enough to justify higher interest rates as soon 

ŀǎ ƴŜȄǘ ƳƻƴǘƘΣ Χ 

- hƴ {ŀǘǳǊŘŀȅΣ {ǘŀƴƭŜȅ CƛǎŎƘŜǊΣ ǘƘŜ CŜŘΩǎ ǾƛŎŜ-chairman, acknowledged the central bank was 

ƭƻƻƪƛƴƎ ŀǘ /Ƙƛƴŀ ŀƴŘ ƛǘǎ ƛƳǇŀŎǘ ƻƴ ƻǘƘŜǊ ŜŎƻƴƻƳƛŜǎ άŜǾŜƴ ƳƻǊŜ ŎƭƻǎŜƭȅ ǘƘŀƴ ǳǎǳŀƭέ ōǳǘ 

ƛƴǎƛǎǘŜŘ ǘƘŜǊŜ ǿŀǎ ǎǘƛƭƭ άƎƻƻŘ ǊŜŀǎƻƴέ ǘƘŀǘ ¦{ ƛƴŦƭŀǘƛƻƴ ǿƻǳƭŘ ƘŜŀŘ ǘƻ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ н҈ 

target 

- Arguments for a September rise are being backed by strong domestic growth figures, with 

the US economy expanding 3.7% in the second quarter, and optimism about the jobs 

market, with important numbers due on Friday 

 

Asia is a bigger problem for Europe than the US ς Pg. 7 

- Χ9ǳǊƻȊƻƴŜ ǎǘƛƭƭ ƘŀǾŜ ŀ ǇǊƻōƭŜƳ ǿƛǘƘ ƛƴŦƭŀǘƛƻƴΣ ŀƴŘ ǿƛǘƘ ǘƘŜ ƭŜǾŜƭ ƻŦ ŘŜƳŀƴŘ 

- ΧŎƻƴǎŜƴǎǳǎ ŦƻǊŜŎŀǎǘǎ ŜȄǇŜŎǘ ¦Y ŀƴŘ ¦{ ƛƴŦƭŀǘƛƻƴ ǘƻ ōŜ ōŀŎƪ ǘƻ ŀōƻǳǘ мΦт҈ ōȅ ǘƘŜ ƳƛŘŘƭŜ ƻŦ 

2016.  In the Eurozone prices are forecast to rise by barely 1% 

 

China banks under growing pressure as bad loans jump ς Pg. 11 

- ¢ƘŜ ŎƻǳƴǘȅΩǎ ōƛƎ ŦƻǳǊ ǎǘŀǘŜ-controlled banks ς Agricultural Bank of China, ICBC, Bank of 

China and China Construction Bank - Χ 

- ICB/Σ ǘƘŜ ǿƻǊƭŘΩǎ ōƛƎƎŜǎǘ ōŀƴƪ ōȅ ŀǎǎŜǘǎΣ ǿŀǊƴŜŘ ǘƘŀǘ ǘƘŜ άǊƛǎƪǎ ƻŦ ƛƭƭŜƎŀƭ ŦǳƴŘǊŀƛǎƛƴƎ ŀƴŘ 

ŦƛƴŀƴŎƛŀƭ ŦǊŀǳŘǎ ŀǊŜ ǎǇǊŜŀŘƛƴƎ ǘƻ ǘƘŜ ōŀƴƪƛƴƎ ǎȅǎǘŜƳέ ŀǎ ƛǘ ǊŜǇƻǊǘŜŘ ŀ ну҈ ƛƴŎǊŜŀǎŜ ƛƴ 

nonperforming loans compared with the previous six months 

 

Answer: Operations, Investment, and Finance 

 

29 August 2015 

 

Question: What is the size of notional Over-the-Counter derivative contracts in the global market today?      

 

Fed still wavering on early rate rise ς Pg. 1 

- US economic data remain strong, with second-quarter GDP growth numbers upgraded to 

3.7% this week 

 

Switzerland defies forecasts and sidesteps drop into recession ς Pg. 2 

- D5t ƛƴŎǊŜŀǎŜŘ лΦн҈ ƛƴ ǘƘŜ ǘƘǊŜŜ ƳƻƴǘƘǎ ǘƻ WǳƴŜΣ ΧŘŜǎǇƛǘŜ economists overwhelmingly 

ŜȄǇŜŎǘƛƴƎ ŀ ŎƻƴǘǊŀŎǘƛƻƴΦ  Lƴ ǘƘŜ ŦƛǊǎǘ ǘƘǊŜŜ ƳƻƴǘƘǎ ƻŦ ǘƘŜ ȅŜŀǊΣ {ǿƛǘȊŜǊƭŀƴŘΩǎ ŜŎƻƴƻƳȅ ƘŀŘ 

contracted by 0.2%.  A recession is defined as two quarters of negative growth 

- {ǿƛǘȊŜǊƭŀƴŘΩǎ ŜŎƻƴƻƳȅ ǊŜƳŀƛƴǎ ƎǊƛǇǇŜŘ ōȅ ŘŜŦƭŀǘƛƻƴ ǿƛǘƘ ǘƘŜ ŦǊŀƴŎΩǎ ǎǘŜŜǇ ǊƛǎŜ ŦƻǊŎƛƴƎ 

exporters to slash prices and cutting import costs.  Annual inflation was minus 1.3% in July 

- During the Greece crisis, the franc acted as a haven for investors 



- Swiss watchmakers have seen demand tumbling for their luxury products as a result of the 

ǎƭƻǿŘƻǿƴ ƛƴ /ƘƛƴŜǎŜ ƎǊƻǿǘƘ ŀƴŘ .ŜƛƧƛƴƎΩǎ ŎǊŀŎƪŘƻǿƴ ƻƴ ŎƻǊǊǳǇǘƛƻƴΦ  {ǿƛǎǎ ǿŀǘŎƘ ŜȄǇƻǊǘǎ ƛƴ 

Wǳƭȅ ǿŜǊŜ фΦо҈ ƭƻǿŜǊ ǘƘŀƴ ŀ ȅŜŀǊ ŜŀǊƭƛŜǊ ǿƛǘƘ ǎŀƭŜǎ ǘƻ !ǎƛŀ Řƻǿƴ нмΦп҈ΣΧ 

 

European banks fight to retain US pension rights ς Pg. 8 

- Three of EuropŜΩǎ ōƛƎƎŜǎǘ ōŀƴƪǎ ŀǊŜ ǎŎǊŀƳōƭƛƴƎ ǘƻ ƪŜŜǇ ǘƘŜƛǊ ǊƛƎƘǘ ǘƻ ƳŀƴŀƎŜ ƳƻƴŜȅ ŦƻǊ ¦{ 

pensioners after regulators threatened to withdraw it as further punishment for pleading 

guilty to market manipulation this year 

- The move is a further sign US regulators are taking a tougher approach with banks that are 

ŦƻǳƴŘ ǘƻ ƘŀǾŜ ōǊƻƪŜƴ ¦{ ƭŀǿǎ ŀƳƛŘ ŎǊƛǘƛŎƛǎƳ ǘƘŀǘ ǘƘŜȅ ƘŀǾŜ ǳƴǘƛƭ ƴƻǿ ŀǇǇŜŀǊŜŘ άǘƻƻ ōƛƎ ǘƻ 

ōŀǊέ 

- Deutsche was forced to plead guilty to manipulating that Libor interest rate benchmark in a 

settlement with US regulators earlier this year 

 

Answer: $630,000.0 bn   

 

28 August 2015 

 

Question: What is the notional size of contracts pegged to Libor globally? 

 

Apple names date to unveil next iPhone as it fights to defy slowing growth fears ς Pg. 13 

- Apple has scheduled its annual iPhone debut for Wednesday September 9, a year after the 

launch of its latest handset alongside Apple Pay and the Watch 

- ¢ƘŜ ǾŜƴǳŜ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ǎŜŜ ǘƘŜ ŘŜōǳǘ ƻŦ ǘƘŜ ƛtƘƻƴŜ с{ ǿƘƛŎƘΣ ƛƴ ƪŜŜǇƛƴƎ ǿƛǘƘ ǇǊŜǾƛƻǳǎ ά{έ 

models, will probably have upgrades to the ƘŀƴŘǎŜǘΩǎ ƛƴǘŜǊƴŀƭ ǘŜŎƘƴƻƭƻƎȅΣ ǎǳŎƘ ŀǎ ŀ ŦŀǎǘŜǊ 

ǇǊƻŎŜǎǎƻǊΣ ǿƘƛƭŜ ƳŀƛƴǘŀƛƴƛƴƎ ǘƘŜ ŎǳǊǊŜƴǘ ƳƻŘŜƭΩǎ ǎƛȊŜ ŀƴŘ ŘŜǎƛƎƴ 

- bŜǿ ŦŜŀǘǳǊŜǎ ŀǊŜ ǊǳƳƻǳǊŜŘ ǘƻ ƛƴŎƭǳŘŜ ǘƘŜ ŀŘŘƛǘƛƻƴ ƻŦ άCƻǊŎŜ ¢ƻǳŎƘέΣ ǿƘŜǊŜ ǇǊŜǎǎƛƴƎ ƘŀǊŘŜǊ 

ƻƴ ǘƘŜ ƛtƘƻƴŜΩǎ ǎŎǊŜŜƴ ǿƛƭƭ ŀƭƭƻǿ ŦƻǊ ƴŜǿ ƪƛƴŘǎ ƻŦ ƛnteraction, a concept first introduced on 

the Apple Watch 

- όtǊƻŦ bƻǘŜΥ L ŀƳ ǘŀƪƛƴƎ ǘƘŜ ǇƭǳƴƎŜΧǘƘƛǎ ǎƘŀƭƭ ōŜ Ƴȅ ŦƛǊǎǘ ǎƳŀǊǘ ǇƘƻƴŜΦ  .ȅ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ 

year I shall download my first app.  I think the HP-12c will be my first app!) 

 

BoE publishes bond liquidity concerns ς Pg. 20 

- wŜƎǳƭŀǘƛƻƴ ǘƻ ƳŀƪŜ ōŀƴƪǎ ǎŀŦŜǊ Ƴŀȅ ƘŀǾŜ ƘŀŘ ŀ ŘŜǎǘŀōƛƭƛȊƛƴƎ ŜŦŦŜŎǘ ƻƴ ǘƘŜ ōƻƴŘ ƳŀǊƪŜǘΣ Χ 

- Central bankers appear increasingly concerned with bond market liquidity, a subject that 

has rapidly risen up the list of investor concerns 

- A rise in the cost of capital, partly because of the imposition of new regulation, has caused 

many banks to retreat from trading and shrink their balance sheets ς particularly the part 

they can devote to dealing in corporate bonds 

 

Strong US growth figures give boost to dollar ς Pg. 20 

- The major currencies returned to more familiar long-term patterns of behavior after three 

days of market upheaval, led by a re-energised dollar that felt the benefit of a better than 

expected rise in US growth 



- The dollar index, which measures the greenback against a basket of its peers, recovered the 

ground lost since the start of a week that had been thrown into turmoil by market panic 

over China 

 

Answer: $350tn 

 

27 August 2015 

 

Question: What is the ratio for Capitalization rate? 

 

CŀǎŜ ŦƻǊ ǊŀǘŜ ǊƛǎŜ ƴŜȄǘ ƳƻƴǘƘ ƴƻǿ ΨƭŜǎǎ ŎƻƳǇŜƭƭƛƴƎΩΣ ǎŀȅǎ CŜŘ ƻŦŦƛŎƛŀƭ ς Pg. 1 

- ..turmoil that has spread from China to global markets is rattling policymakers 

- The turmoil eased yesterday, with Wall Street staging an impressive comeback.  The 

benchmark S&P 500 posted its biggest one-day gain in almost four years after a volatile day 

in which the FTSE Eurofirst 300 closed down 1.9% 

 

Asian asset managers: under-appreciated ς Pg. 10 

- Major Asian stock markets are down for the year, shrinking assets already invested and 

disincentivising further inflows 

- Of $11tn-$12tn in institutional assets in Asia, only $2tn is allocated to third parties to 

manage ς although this number is growing - ΧΦ 

- If western markers offer a road map, there should by most to come.  US institutional assets 

are of similar total value to those of Asia, yet a far higher proportion ς around 80% - is 

externally managed 

 

[ŜƴŘŜǊǎΩ ŎŀǇƛǘŀƭ ǊŀƛǎƛƴƎ Ǉƭŀƴǎ Ƙƛǘ ōȅ ǎŜƭƭ-off ς Pg. 12 

- There is growing concern that the recent sell-off in bank shares will make expected capital 

raisings much harder to achieve for large European lenders such as Standard Chartered, 

Deutsche Bank and Credit Suisse 

 

US natural gas glut prompts price warning ς Pg. 18 

- By the onset of winter, analysts expect gas banked for the heating season to approach or 

exceed 4tn cubic feet, surpassing a high set in 2012 

- US producers inject gas into underground reservoirs from spring to autumn, banking fuel for 

the winter season.  These facilities, consisting of salt domes, depleted gasfields and 

aquifiers, are designed to hold 4.665tn  

 

Shanghai and Shenzhen sink despite rate cut ς Pg. 18 

- ! ŦǊŜǎƘ ǎŀƭǾƻ ƻŦ ŜŀǎƛƴƎ ƳŜŀǎǳǊŜǎ ŦǊƻƳ ǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ /Ƙƛƴŀ ŦŀƛƭŜŘ ǘƻ ŎƻǳƴǘŜǊ 

downward pressure on stocks, with the Shanghai Composite index finishing the day 1.3% 

lower 

- /ƘƛƴŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ Ŏǳǘ ǊŀǘŜǎ ƻƴ ¢ǳŜǎŘŀȅ ŀƴŘ ǎŀƛŘ ƛǘ ǿƻǳƭŘ ǇǳƳǇ ƭƛǉǳƛŘƛǘȅ ƛƴǘƻ ǘƘŜ ōŀƴƪƛƴƎ 

sector to support the economy and reverse a slump in share prices that has alarmed global 

investors 



- The central bank also cut the one-year savings rate by 25bp to 1.75% and said it would lower 

the reserve requirement ratio for large banks by 50bp, in effect injecting liquidity 

- /ƘƛƴŀΩǎ ŜǉǳƛǘƛŜǎ ƳŀǊƪŜǘ Ƙŀǎ ƭƻǎǘ ƳƻǊŜ ǘƘŀƴ пл҈ ǎƛƴŎŜ ŀ ǎŜǾŜƴ-year high in mid-June 

 

US rate rise falls fast down the probability scale ς Pg. 20 

- One possibility is that the Fed will not merely keep on delaying a rate rise but will not in fact 

raise at all (Prof Note: My vote!!!) 

- What was a hard decision for the Fed has been made a lot more complicated by the frantic 

market reaction to the renminbi devaluation 

- Opportunities came with good inflation and jobs data.  But the worry has been that the 

economy has not grown fast enough, even with lower oil prices.  Inflation remains well 

ōŜƭƻǿ ǘƘŜ CŜŘΩǎ н҈ ǘŀǊƎŜǘ 

- A strong US labour may justify the Fed raising rates, but global factors mean the central 

bank needs to see stability before it can contemplate the move the market has long 

expected 

 

Answer: Net Operating Income Divided by Sales Price 

 

26 August 2015 

 

Question: Over the past 20-years, what has been the average S&P500 equity return and corresponding 

risk? 

 

Beijing cuts interest rates in bid to revive economy ς Pg. 1 

- /ƘƛƴŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ Ŏǳǘ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ȅŜǎǘŜǊŘŀȅ ŀƴŘ ǎŀƛŘ ƛǘ ǿƻǳƭŘ ǇǳƳǇ ƭƛǉǳƛŘƛǘȅ ƛƴǘƻ ǘƘŜ 

banking sector in an effort to boost the slowing economy and stem a slump in share prices 

that has alarmed global investors 

- ΧǊŜŘǳŎŜŘ ƛǘǎ ōŜƴŎƘƳŀǊƪ ƻƴŜ-ȅŜŀǊ ƭŜƴŘƛƴƎ ǊŀǘŜ ōȅ нрōǇǎ ǘƻ пΦс҈ ǿƛǘƘ ƛƳƳŜŘƛŀǘŜ ŜŦŦŜŎǘΧ 

- The bank also cut the one-year savings rate by 25bps to 1.75%.... 

- In ǊŜǎǇƻƴǎŜ ǘƻ aƻƴŘŀȅΩǎ ǇƭǳƴƎŜΣ 9ǳǊƻǇŜŀƴ ŜȄŎƘŀƴƎŜǎ ƘŀŘ ǎŜŜƴ ǘƘŜƛǊ ǎƘŀǊǇŜǎǘ Ŧŀƭƭǎ ǎƛƴŎŜ ǘƘŜ 

2008 crisis and the DJIA plunged 1,000 points on opening 

 

Late slide in US stocks stirs the turmoil ς Pg. 1 

- Χōȅ ǘƘŜ ŎƭƻǎƛƴƎ ōŜƭƭ ǘƘŜ Ƴŀƛƴ ¦{ Ŝǉǳƛǘȅ ƎŀǳƎŜ ƘŀŘ ŦŀƭƭŜƴ мΦ3% on the day, less than 1poitn 

ƻŦŦ ǘƘŜ ƛƴƛǘƛŀƭ ƭƻǿ ǘƻǳŎƘŜŘ ŀŦǘŜǊ aƻƴŘŀȅΩǎ ƻǇŜƴƛƴƎ ŘƛǾŜ ŀƴŘ ōŀŎƪ ŀǘ ŀ ƭŜǾŜƭ ǘȅǇƛŎŀƭƭȅ ǘŜǊƳŜŘ ŀ 

correction 

 

Britain set to remain haven for foreign exchange reserves ς Pg. 2 

- ΧƻǾŜǊ ǘƘŜ Ǉŀǎǘ ŘŜŎŀŘŜ /Ƙƛƴŀ Ƙŀǎ ǉǳƛŜǘƭȅ ōŜŎƻƳŜ ƻƴŜ of the biggest foreign owners of 

British bricks-and-mortar assets 

- LƴŦǊŀǎǘǊǳŎǘǳǊŜ ƛǎ ǎŜŜƴ ŀǎ ǇŀǊǘƛŎǳƭŀǊƭȅ ŀǘǘǊŀŎǘƛǾŜ ōŜŎŀǳǎŜ ƻŦ ǘƘŜ ¦YΩǎ ǎǘŀōƭŜ ǊŜƎǳƭŀǘƻǊȅ 

environment, inflation-linked returns and revenue streams that are often backed by the 

government.  Some infrastructure companies are in effect monopolies 

- Χ/Ƙƛƴŀ LƴǾŜǎǘƳŜƴǘ /ƻǊǇƻǊŀǘƛƻƴ ŀƳŀǎǎ ŀ мл҈ ǎǘŀƪŜ ƛƴ [ƻƴŘƻƴΩǎ IŜŀǘƘǊƻǿ ŀƛǊǇƻǊǘΣΧ 



 

Gloomy economic reality dawns on Brazil ς Pg. 3 

- [ŀǘƛƴ !ƳŜǊƛŎŀΩǎ ƭŀǊƎŜǎǘ ŜŎƻƴƻƳȅ Ƙŀǎ ŦŀƭƭŜƴ ƛƴǘƻ ƛǘǎ ōƛƎƎŜǎǘ ǊŜŎŜǎǎƛƻƴ ǎƛƴŎŜ the Great 

Depression, hit by lower commodity prices, a multibillion-dollar corruption scandal at state-

ŎƻƴǘǊƻƭƭŜŘ ƻƛƭ ŎƻƳǇŀƴȅ tŜǘǊƻōǊŀǎΣ ŀƴŘ ŀ ǇƻƭƛǘƛŎŀƭ ŎǊƛǎƛǎΧ 

- ΧŜŎƻƴƻƳȅ ŦƻǊŜŎŀǎǘ ǘƻ ǎƘǊƛƴƪ н҈ ǘƘƛǎ ȅŜŀǊΣΧ 

 

Alibaba staff told to focus on their jobs as share price fall takes toll on morale ς Pg. 11 

- ΧǘƘŜ ŎƻƳǇŀƴȅΩǎ ǎǘƻŎƪ ǎŀƴƪ ōŜƭƻǿ ƛǘǎ ƭƛǎǘƛƴƎ ǇǊƛŎŜ ƻŦ Ϸсу ŦƻǊ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜ 

- !ƭƛōŀōŀΩǎ ǎƘŀǊŜǎ ƘŀǾŜ ōŜŜƴ ŘŜŎƭƛƴƛƴƎ ǎƛƴŎŜ WŀƴǳŀǊȅ ƻǾŜǊ ǿƻǊǊƛŜǎ ŀōƻǳǘ ǘƘŜ ǊŜƎǳƭŀǘƻǊȅ 

environment in China, missed earnings forecasts and cƻƴŎŜǊƴǎ ŀōƻǳǘ ŎƻǳƴǘŜǊŦŜƛǘ ƎƻƻŘǎΧ 

 

Answer: (8.65%, 18.50%) 

 

25 August 2015 

 

Question: What happens if Janet [Yellen] raises short term rates given the market turmoil? 

 

Global stocks sell-ƻŦŦ ŀǎ /ƘƛƴŀΩǎ Ψ.ƭŀŎƪ aƻƴŘŀȅΩ ŘŀǊƪŜƴǎ ƳŀǊƪŜǘǎ ς Pg. 1 

- Lawrence Summers, former US Treasury secretary, wrote in the Financial Times yesterday 

ǘƘŀǘ ǊŀƛǎƛƴƎ ǊŀǘŜǎ ƛƴ ǘƘŜ ƴŜŀǊ ŦǳǘǳǊŜ ǿƻǳƭŘ ōŜ ŀ άǎŜǊƛƻǳǎ ŜǊǊƻǊέ ǘƘŀǘ ǿƻǳƭŘ ǘƘǊŜŀǘŜƴ ǎǘŀōƛƭƛǘȅ 

- The falls come after the Shanghai Composite dropped 8.5%, its worst day since February 

2007 

- The S&P 500 fell as much as 5.3%, slipping into correction territory before lunchtime rally 

that fizzled out, leaving the index down 3.9% at the close 

- ΧǘƘŜ мл-year government bond yield at one point slipping below 2% for the first time since 

April  

- .ŜƛƧƛƴƎ ŀǇǇŜŀǊǎ ǘƻ ƘŀǾŜ ŘŜŎƛŘŜŘ ƛǘ ƛǎ ǘƻƻ ŜȄǇŜƴǎƛǾŜ ǘƻ ŎƻƴǘƛƴǳŜ ǘƻ ǇǊƻǇ ǳǇ ǎǘƻŎƪǎΧΦ 

 

Attention turns to Jackson Hole for a signal from Fed on interest rates ς Pg. 1 

- For good reasons, the Federal Reserve would like to raise interest rates.  It has made clear 

that US employment no longer gives a reason to keep rates at emergency lows, and has 

prepared the market for a first rate rise next month 

- Forecasts derived from US bond prices suggest that expected average inflation over the next 

decade has just dropped below 1.5% - for the first time since May 2009, at the worst of the 

global financial crisis 

- Inflation expectations mattered critically to the Fed under Ben Bernanke.  Twice since the 

crisis, it resorted to fresh bond purchases after falls far milder than this current deflation 

scare.  When the Fed eases, or signals easing, and US rates stay low, the dollar weakens 

 

Police investigate reports of suicides in wake of Ashley Madison data hack ς Pg. 16 

- όtǊƻŦ bƻǘŜΥ ά5ƻƴΩǘ Řƻ ǘƘŜ ΨŎǊƛƳŜΩΣ ƛŦ ȅƻǳ Ŏŀƴƴƻǘ Řƻ ǘƘŜ ǘƛƳŜΗέύ 



- (Prof Note: What I find absolutely hilarious are the number of people that accessed the site 

ŦǊƻƳ ƎƻǾŜǊƴƳŜƴǘΣ ŎƻǊǇƻǊŀǘŜΣ ŀƴŘ ƳƛƭƛǘŀǊȅ ǎȅǎǘŜƳǎΦ  IŜƭƭƻΧŎŀƴ ȅƻǳ ǎŀȅ ƛtŀŘ ŎƻƴƴŜŎǘŜŘ ǘƻ ŀ 

mobile network which is NOT owned by your employer?!) 

 

Treasury yields plummet amid wider turmoil ς Pg. 20 

- US Treasury yields fell to their lowest level since April, as collapsing stock prices around the 

world triggered a move towards less risky assets 

- Ten-year US Treasury yields, which move inversely to prices, fell below 2% to hit 1.91%, 

before rising 

- The yield on Russian 10-year rouble denominated bonds jumped 31bps to hit 12% 

- In the US, traders continued to fret over the fate of US high-yield debt, which had weakened 

at the end of last week 

 

Answer: The U.S. Yield Curve flattens, driving the U.S. into recession.  Of course she can adjust the 

duration of the Fed Rsv balance sheet but with the flight to quality, it seems doubtful she would be 

successful in raising long-term rates.  Just my opinion! 

 

24 August 2015 

 

Question: ²Ƙŀǘ ŘƻŜǎ ƛǘ ƳŜŀƴ ǿƘŜƴ ŀƴ ŀǳŘƛǘƻǊ ƛǎǎǳŜǎ ŀƴ ΨŀŘǾŜǊǎŜ ƻǇƛƴƛƻƴΩΚ 

 

Russia moves to halt rouble sell-off ς Pg. 2 

- The Russian government has resumed pressure on exporters to sell foreign currency in an 

effort to prevent global market turbulence from triggering another rouble sell-off 

- The move mirrors measures Russia employed amid the dramatic fall of the rouble at the end 

of 2014 

- As corporate tax payments are due by the end of September, stronger demand for local 

currency is expected this week 

 

²ƻǊƭŘΩǎ ǇƻƻǊ ōŀƴƪ ƻƴ ŀ ōŜǘǘŜǊ ŦǳǘǳǊŜ ŀǎ ΨŦƛƴŀƴŎƛŀƭ ƛƴŎƭǳǎƛƻƴΩ ŀǘ ǘƛǇǇƛƴƎ Ǉƻƛƴǘ ς Pg. 4 

- In an increasing number of places governments are working with the banking industry and 

telecoms companies to establish a mobile payment system aimed at those without bank 

accounts ς ƛƴ tŜǊǳ тл҈ ƻŦ ƛǘǎ ннƳ ŀŘǳƭǘǎΧ 

 

The Fed looks set to make a dangerous mistake ς Pg. 11 

- ΧōŀǊǊƛƴƎ ƳŀƧƻǊ ǳƴŦƻǊŜǎŜŜƴ ŘŜǾŜƭƻǇƳŜƴǘǎ ς rates will probably be increased by the end of 

the year 

- Like most major central banks, the Fed has put its price stability objective into practice by 

adopting a 2% inflation target.  The biggest risk is that inflation will be lower than this ς a 

risk that would be exacerbated by tightening policy 

- More than half the components of the consumer price index have declined in the past six 

months ς the first time this has happened in more than a decade 

- CPI inflation, which excludes volatile energy and food prices and difficult-to-measure 

housing, is less than 1% 



- If the currencies of China and other emerging markets depreciate further, US inflation will 

be even more subdued 

 

Rising auditor warnings on Hong Kong groups heighten China fallout fears ς Pg. 15 

- Auditors have sharply increased their warnings over the financial health of Hong Kong 

companies at time when investors fear the repercusǎƛƻƴǎ ƻŦ /ƘƛƴŀΩǎ ǎƭƻǿƛƴƎ ŜŎƻƴƻƳȅ 

- Disclaimers are the second-most serious grade of qualified audit opinion, and mean that the 

auditor is worried that there are issues facing the company that could be both material and 

pervasive to its finances.  The only worse outcome is an adverse opinion, which indicates 

outright disagreement between auditor and company 

 

Banks fine tally since crisis hits $260bn ς Pg. 17 

- Bank of America, Morgan Stanley, JPMorgan, Citi and Goldman Sachs have borne the brunt 

of the fines so far, collectively paying out $137bn.  They have another $15bn to come in the 

ƴŜȄǘ ǘǿƻ ȅŜŀǊǎΧ 

- So far, US mortgage issues accounted for $110bn of litigation costs across the banks 

followed by PPI at $43bn, foreign exchange rigging at $15bn, money laundering at $15bn 

and Libor/Euribor at $10bn 

 

Answer: An outright disagreement between auditor and company 

 

22 August 2015 

 

Question: What is the large theory for quantifying Cost of Equity which uses multiple macroeconomic 

variables? 

 

Global stocks suffer sell-off as fears intensify over Chinese slowdown ς Pg. 1 

- Stock markets in the US, Europe and Asia tumbled yesterday after lackluster Chinese data 

ŦǳŜƭŜŘ ŎƻƴŎŜǊƴǎ ŀōƻǳǘ ǘƘŜ ƛƳǇŀŎǘ ƻŦ /ƘƛƴŀΩǎ ǎƭƻǿŘƻǿƴ ƻƴ ǘƘŜ Ǝƭƻōŀƭ ŜŎƻƴƻƳȅ 

- The three main US stock markets saw sharp sell-offs in the opening minutes of trading 

- Equities in Hong Kong, Indonesia and Taiwan entered bear market territory, while US crude 

plunged below $40 a barrel in New York for the first time since the financial crisis 

 

Data point to strengthening Eurozone recovery ς Pg. 2 

- ¢ƘŜ ŜǳǊƻȊƻƴŜΩǎ ǊŜŎƻǾŜǊȅ ǎǘǊŜƴƎǘƘŜƴŜŘ ŀ ƭƛǘǘƭŜ ǘƘƛǎ ƳƻƴǘƘ ŀǎ ǘƘŜ ǿŜŀƪŜǊ ŜǳǊƻ ƭŜŘ ǘƻ ŀ ǊƛǎŜ ƛƴ 

ƴŜǿ ŜȄǇƻǊǘ ƻǊŘŜǊǎ ŦƻǊ ǘƘŜ ǊŜƎƛƻƴΩǎ ōǳǎƛƴŜǎǎŜǎΣ Χ 

- The picture was less optimistic in the US, where data also compiled by Market Suggests 

manufacturing growth in August slowed to its weakest pace since October 2013 

- Lƴ ǘƘŜ 9ǳǊƻȊƻƴŜΣ ǇǊŜƭƛƳƛƴŀǊȅ D5t ŦƛƎǳǊŜǎ ŦƻǊ ǘƘŜ ǎŜŎƻƴŘ ǉǳŀǊǘŜǊ ǎǳƎƎŜǎǘŜŘ ǘƘŜ ǊŜƎƛƻƴΩǎ 

recovery lost momentum during the spring despite a cocktail of low oil prices, a weaker euro 

and aggressive monetary easing by the ECB 

 

Gold regains its haven allure in equity rout ς Pg. 11 



- Gold regained its role as a haven investment, recording its biggest five-day gain since 

January as equities markets around the world plummeted 

- Gold hit $1,168.4 yesterŘŀȅΣΧ 

- DƻƭŘΩǎ ǊŜōƻǳƴŘ ǿŀǎ ƘŜƭǇŜŘ ōȅ ǊŜƳŀǊƪǎ ŦǊƻƳ ǘƘŜ ¦{ CŜŘŜǊŀƭ wŜǎŜǊǾŜ ǘƘŀǘ ǎǳƎƎŜǎǘŜŘ 

uncertainty over a September rate rise.  That contributed to a drop in the dollar and a fall in 

US bond yields, which move inversely to prices 

 

Answer: Arbitrage Pricing Theory (APT) 

 

21 August 2015 

 

Question: For a public company, how does one quantify the cost of equity? 

 

US stocks slide to six-month low in wake of emerging-market currency turmoil ς Pg. 1 

- The US stock market slid by the most since February 2014 yesterday, wiping out all of this 

ȅŜŀǊΩǎ Ǝŀƛƴǎ ǘƻ ǘǊŀŘŜ ŀǘ ŀ ǎƛȄ-month low, as deepening emerging markets turmoil triggered 

ōȅ ǘƘŜ ŎƻƳƳƻŘƛǘȅ ǎƭƛŘŜ ŀƴŘ /ƘƛƴŀΩǎ ŘŜǾŀƭǳŀǘƛƻƴ ǊŀǘǘƭŜŘ Ǝƭƻōŀƭ ōƻǳǊǎŜǎ 

- The shift towards more flexible exchange rates in countries such as Kazakhstan and Vietnam 

ǳƴŘŜǊǎŎƻǊŜǎ Ƙƻǿ /ƘƛƴŀΩǎ ŘŜǾŀƭǳŀǘƛƻƴ Ƙŀǎ ǊŀǘŎƘŜǘŜŘ ǳǇ ǇǊŜǎǎǳǊŜ ƻƴ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎΣ 

already struggling with concerns over the commodity price collapse, a looming US rate rise 

and capital outflows 

- In the latest sign of rising EM currency ǎǘǊŜǎǎΣ YŀȊŀƪƘǎǘŀƴΩǎ ǘŜƴƎŜ ƭƻǎǘ ƳƻǊŜ ǘƘŀƴ нл҈ ƻŦ ƛǘǎ 

value after the central Asian country announced it would allow its currency to float freely, 

following a similar move by Vietnam earlier this week 

 

.ǊŀȊƛƭΩǎ ŜŎƻƴƻƳƛŎ ƳŀƭŀƛǎŜ ŘŜŜǇŜƴǎ ŀǎ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ surges to five-year high ς Pg. 4 

- .ǊŀȊƛƭΩǎ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ǊƻǎŜ ǎƘŀǊǇƭȅ ƛƴ Wǳƭȅ ǘƻ ƛǘǎ ƘƛƎƘŜǎǘ ƭŜǾŜƭ ƛƴ ŦƛǾŜ ȅŜŀǊǎΣ ƛƴ ǘƘŜ ƭŀǘŜǎǘ 

ǎƛƎƴ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳƛŎ ƳŀƭŀƛǎŜΧ 

- Unemployment rose for the seventh straight month, hitting 7.5%.  This is up from 6.9% in 

June and much worse than the 7% the market had forecast 

- ΧǘƘŜ ŜŎƻƴƻƳȅ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ŎƻƴǘǊŀŎǘ ƳƻǊŜ ǘƘŀƴ н҈ ǘƘƛǎ ȅŜŀǊΣ ƳŀƪƛƴƎ ƛǘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ 

deepest recession in a quarter of a century 

 

Spreads widen in ailing credit markets ς Pg. 20 

- Investors are demanding a greater premium for owning the debt of US companies in a sign 

that weakening growth prospects for China and sliding commodity prices are hurting US 

credit markets 

- Credit spreads, or the difference in yield between debt sold by companies and that of US 

government bonds, are at their widest level for the year 

- The poor performance of credit this week has been matched by falling equity prices and, in a 

sign of rising risk aversion, Treasury yields have fallen over the past month 

 

Answer: Capital Asset Pricing Model (CAPM) 

 



20 August 2015 

 

Question: ²Ƙŀǘ ƛǎ ǘƘŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ άaŀǊƪŜǘ ±ŀƭǳŜέ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ CŜŘŜǊŀƭ IƛƎƘƭȅ 

Administration/website? 

 

Currencies lose firepower as effective trade weapon ς Pg. 2 

- In a new study of 46 countries including China, economists at the World Bank found that 

currency devaluations were these days only half as effective a tool for boosting exports as 

they were in the mid-1990s 

- Moreover, the World Bank economists found the further countries became integrated into 

the global economy ς as China has done in spectacular style since the 1990s ς the less the 

effect was likely to be of any currency changes on their exports 

- ¢ƘŜ ōƛƎƎŜǎǘ ǊŜŀǎƻƴΧƛǎ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ Ǝƭƻōŀƭ ǎǳǇǇƭȅ ŎƘŀƛƴǎ ƛƴ ǘƘŜ Ǉŀǎǘ ǘǿƻ ŘŜŎŀŘŜǎ ŀƴŘ 

the reality that many products today are agglomerations of parts made in many different 

countries 

 

Weakened foundations ς Pg. 5 

- In the thick of the Asian financial crisis of the late 1990s, as one desperate country after 

another slashed the value of their currencies, China was credited with halting the malaise by 

keeping its exchange rate pegged firmly to the dollar 

- Total debt in the Chinese economy quadrupled from $7tn in 2007 to $28tn by the middle of 

last year,  

- !ǘ нун҈ ƻŦ D5t ŀƴŘ ŎƭƛƳōƛƴƎΣ /ƘƛƴŀΩǎ ŘŜōǘ ƭƻŀŘ ǿŀǎ ŀƭǊŜŀŘȅ ōƛƎƎŜr last year in relative 

terms than those of Germany and the US 

- The majority of new credit has gone into property and associated industries such as steel, 

cement, glass and factories to produce fridges, televisions, light bulbs and other products 

people need to put in their new homes 

- .ŜƛƧƛƴƎ Ƙŀǎ ƭŀǳƴŎƘŜŘ ŀ ƘǳƎŜ ǇǊƻƎǊŀƳƳŜ ǘƘŀǘ ǎƻƳŜ ŘŜǎŎǊƛōŜ ŀǎ άǉǳŀƴǘƛǘŀǘƛǾŜ ŜŀǎƛƴƎ ǿƛǘƘ 

/ƘƛƴŜǎŜ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎέΣ ǘƻ ǎǿŀǇ ǎƘƻǊǘ-term local government debt for longer-term, lower-

cost bonds 

- Yet income from land sales, which had accounted for an average of 40% of local government 

revenues, has plummeted in the past year 

 

Dollar and Treasury yields fall as Fed minutes prompt rate rethink ς Pg. 19 

- The US central bank expressed concerns about low inflation as well as the risks posed by a 

stronger dollar and developments in China, but said conditions for a rate rise were 

άŀǇǇǊƻŀŎƘƛƴƎέ 

- US consumer price inflation data released yesterday were benign, with both the headline 

and core readings up just 0.1% last month, for year-on-year rates of 0.2% and 1.8%, 

respectively 

 

YŀȊŀƪƘǎǘŀƴ ŘŜǾŀƭǳŜǎ ŀǎ ΨŎƻƴǘŀƎƛƻƴΩ ǎǘƛǊǎ ς Pg. 20 



- Kazakhstan and Vietnam allowed their currencies to fall yesterday, fueling expectations of 

more depreciations among emerging market countries, which could trigger financial 

solvency problems 

- Emerging markets have more than doubled their dollar-denominated debt in five years to 

ϷпΦрǘƴΧ όtǊƻŦ bƻǘŜΥ /ŀƴ ǿŜ ǎŀȅΣ άǘŜǎƻōƻƴƻέΚύ 

 

Answer: ά.ǳȅŜǊ ŀƴŘ ǎŜƭƭŜǊ ŀǊŜ ǘȅǇƛŎŀƭƭȅ ƳƻǘƛǾŀǘŜŘΣ ōƻǘƘ ǇŀǊǘƛŜǎ ŀǊŜ ǿŜƭƭ ƛƴŦƻǊƳŜŘ ƻǊ ǿŜƭƭ ŀŘǾƛǎŜŘΣ ŜŀŎƘ 

acting in what he or she considers his or her own best interest; a reasonable time is allowed for 

exposure in the open market; payment is made in terms of cash in U.S. dollars or in terms of financial 

arrangements comparable thereto; and the price represents the normal consideration for the property 

sold unaffected by special or creative financing or sales concessions granted by anyone associated with 

ǘƘŜ ǎŀƭŜΦέ 

 

19 August 2015 

 

Question: ²Ƙŀǘ ƛǎ ǘƘŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ άaŀǊƪŜǘ ±ŀƭǳŜέ ŀŎŎƻǊŘƛƴƎ ǘƻ ¢ƘŜ 5ƛŎǘƛƻƴŀǊȅ ƻf Real Estate Appraisal, 

Second Edition, American Institute of Real Estate Appraisers? 

 

Emerging markets rocked by $1tn capital flight as confidence slumps ς Pg. 1 

- The flood of capital gushing out of emerging markets has risen towards $1tn over the past 

13 months, roughly double the amount that left during the financial crisis, amid slumping 

confidence in developing economies 

- As funds flow out, a vicious circle is triggered.  Currencies tumble against the dollar, 

damping demand for imports and driving down aggregate demand.   

- (Prof Note: Now may be a good time to look at that beachfront in the Philippines!) 

 

Walmart earnings hit by higher wages ς Pg. 12 

- ¢Ƙƛǎ ȅŜŀǊΣ ²ŀƭƳŀǊǘΩǎ ŘŜŎƛǎƛƻƴ ǘƻ ǊŀƛǎŜ ǿŀƎŜǎ ǘǊƛƎƎŜǊŜŘ ŀ ƴǳƳōŜǊ ƻŦ ƻǘƘŜǊ ƪŜȅ ¦{ ŜƳǇƭƻȅŜǊǎ 

to do the same.  The company said it was spending more on staff than it had anticipated in 

February, and these investments in training, additional hours and higher wages were 

starting to have a positive impact on its sales 

- US like-for-like sales rose 1.5% in the second quarter, with an increase in store traffic of 

1.3% 

 

US inflation expectations at year low ς Pg. 18 

- Measures of US inflation expectations have tumbled to their lowest level this year, following 

ŀ ǎƘŀǊǇ ŘŜŎƭƛƴŜ ƛƴ ŎƻƳƳƻŘƛǘȅ ǇǊƛŎŜǎ ŀƴŘ ŎƻƴŎŜǊƴǎ ǘƘŀǘ /ƘƛƴŀΩǎ ǊŜŎent currency depreciation 

will fan a deflationary trend 

- Analysts say the change reflects sliding oil prices and concerns over the weakening renminbi 

(Prof Vent: Why are gas prices so high?!  Yes, I know the answer but not they go up 

proportional to crude but NOT down) 

 

Answer: ά¢ƘŜ Ƴƻǎǘ ǇǊƻōŀōƭȅ ǇǊƛŎŜΣ ŀǎ ƻŦ ŀ ǎǇŜŎƛŦƛŜŘ ŘŀǘŜΣ ƛƴ ŎŀǎƘΣ ƻǊ ƛƴ ǘŜǊƳǎ ŜǉǳƛǾŀƭŜƴǘ ǘƻ ŎŀǎƘΣ ƻǊ ƛƴ 

other precisely revealed terms for which the specified property rights should sell after reasonable 



exposure in a competitive market under all conditions requisite to a fair sale, with the buyer and seller 

each acting prudently, knowledgeably, and for self-interest, and assuming that neigher is under undue 

ŘǳǊŜǎǎέ 

 

18 August 2015 

 

Question: How does the International Valuation Standards ComƳƛǘǘŜŜ ŘŜŦƛƴŜ άaŀǊƪŜǘ ±ŀƭǳŜέΚ 

 

.ŀƴƪǎΩ Ϸнōƴ ¦{ Ǉŀȅƻǳǘ ƻǇŜƴǎ ǿŀȅ ŦƻǊ ōƛƭƭƛƻƴǎ ƳƻǊŜ ƛƴ ŦƻǊŜȄ ŎƭŀƛƳǎ ς Pg. 1 

- Global banks are facing billions of pounds-worth of civil claims in London and Asia over the 

ǊƛƎƎƛƴƎ ƻŦ ŎǳǊǊŜƴŎȅ ƳŀǊƪŜǘǎΣ Χ 

- Barclays, Goldman Sachs, HSBC and RBS were among nine banks revealed last Friday to have 

agreed to a $2bn settlement with thousands of investors affected by rate-rigging in a New 

York court case 

 

!ōŜ ōƭƻǿ ŀǎ WŀǇŀƴΩǎ ŜŎƻƴƻƳȅ ǎƘǊƛƴƪǎ ς Pg. 2 

- The Japanese economy shrank at an annualized rate of 1.6% in the second quarter of 2015, 

Χ 

- The contraction down from 4.5% growth in the first quarter, came in slightly lower than 

market expectations of a 1.8% fall but reflected broad-based weakness in demand across 

the economy, casting doubt on hopes for a recovery later in the year 

- The central bank forecasts growth of 1.7% and inflation of 0.7% for the year to March 2016 

 

Rouble heads growing list of EM casualties ς Pg. 21 

- Russia, Turkey, Malaysia and Taiwan headed a lengthening list of emerging market countries 

ǿƘƻǎŜ ŎǳǊǊŜƴŎƛŜǎ ŀǊŜ ōŜƛƴƎ ǇǳƳƳŜƭŜŘ ōȅ ƳŀǊƪŜǘǎΩ ŎƻƴǘƛƴǳŜŘ ŦƛȄŀǘƛƻƴ ǿƛǘƘ /ƘƛƴŀΩǎ 

slowdown and an imminent US rate rise 

 

Answer: άaŀǊƪŜǘ ǾŀƭǳŜ ƛǎ ǘƘŜ ŜǎǘƛƳŀǘŜŘ ŀƳƻǳƴǘ ŦƻǊ ǿƘƛŎƘ ŀ ǇǊƻǇŜǊǘȅ ǎƘƻǳƭŘ ŜȄŎƘŀƴƎŜ ƻƴ ǘƘŜ ŘŀǘŜ ƻŦ 

valuation between a wiƭƭƛƴƎ ōǳȅŜǊ ŀƴŘ ŀ ǿƛƭƭƛƴƎ ǎŜƭƭŜǊ ƛƴ ŀƴ ŀǊƳΩǎ ƭŜƴƎǘƘ ǘǊŀƴǎŀŎǘƛƻƴ ŀŦǘŜǊ ǇǊƻǇŜǊ 

ƳŀǊƪŜǘƛƴƎ ǿƘŜǊŜƛƴ ǘƘŜ ǇŀǊǘƛŜǎ ƘŀŘ ŜŀŎƘ ŀŎǘŜŘ ƪƴƻǿƭŜŘƎŜŀōƭȅΣ ǇǊǳŘŜƴǘƭȅΣ ŀƴŘ ǿƛǘƘƻǳǘ ŎƻƳǇǳƭǎƛƻƴΦέ 

 

17 August 2015 

 

Question: Iƻǿ ŘƻŜǎ ǘƘŜ !ǇǇǊŀƛǎŀƭ CƻǳƴŘŀǘƛƻƴκ¦{t!t ŘŜŦƛƴŜ άaŀǊƪŜǘ ±ŀƭǳŜέΚ 

 

Marketers say dropping famous brand could leave Google in an alphabet stew ς Pg. 1 

- [ŀǎǘ ǿŜŜƪΩǎ ŘŜŎƛǎƛƻƴ ǘƻ ŎƘŀƴƎŜ ƛǘǎ ƴŀƳŜ ǘƻ !ƭǇƘŀōŜǘ Ǉǳǘǎ DƻƻƎƭŜ ƻƴ ŀ ǇƻǘŜƴǘƛŀƭƭȅ Ǌƛǎƪȅ ǇŀǘƘ 

ǘƘŀǘ ǿƛƭƭ ǎŜŜ ƛǘ ǊŜƳƻǾŜ ƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ Ƴƻǎǘ ǎǳŎŎŜǎǎŦǳƭ ōǊŀƴŘ ƴŀƳŜǎ ŦǊom most of its 

ōǳǎƛƴŜǎǎŜǎ όtǊƻŦ bƻǘŜΥ ¢Ƙƛǎ ǎƳŜƭƭǎ ƻŦ άbŜǿ /ƻƪŜέύ 

- .ǳǘ ƛŦ ǘƘŜǊŜ ŀǊŜ ǊƛǎƪǎΣ ǘƘŜ ǊŜǎƘǳŦŦƭƛƴƎ ƻŦ ōǊŀƴŘǎ ŎƻǳƭŘ ŀƭǎƻ ōŜ ǾŜǊȅ ǾŀƭǳŀōƭŜ ŦƻǊ DƻƻƎƭŜΩǎ 

shareholders, producing a new corporate brand that analysts say gives it freedom to expand 

into new markets 



- άDƻƻƎƭŜέ ǿŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ǎŜŎƻƴŘ Ƴƻǎǘ ǾŀƭǳŀōƭŜ ōǊŀƴŘ ƭŀǎǘ ȅŜŀǊΦ  ¢ƘŜ ǎŜŀǊŎƘ ŎƻƳǇŀƴȅ Ǉƭŀƴǎ 

to rename itself Alphabet before the end of the year, limiting the Google name to its 

internet division 

 

Investors feel the pinch as strong dollar hits dividends ς Pg. 11 

- Global dividends have fallen year-on-year for the third quarter running as the strength of 

the US dollar continued to weigh on payouts 

- Investors received a total of $404.9bn in dividends in the second quarter, down 6.7% form a 

ȅŜŀǊ ŜŀǊƭƛŜǊΣ Χ 

- However, underlying dividends were up 8.9% year-on-year once currency movements, 

special dividends and other factors were stripped out.  This was powered by increases in 

Europe and Japan 

 

Anxiety on rise over US student debt securities ς Pg. 14 

- The US student loan market has expanded significantly in recent years, driven by rising 

tuition costs and a clamour for a university education by millennials after the financial crisis 

- ¢ƻǘŀƭ ¦{ ǎǘǳŘŜƴǘ ŘŜōǘ Ƙŀǎ ǘǊŜōƭŜŘ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ŘŜŎŀŘŜ ǘƻ ŀƭƳƻǎǘ ϷмΦнǘƴΧǎǇŀǊƪƛƴƎ Ŏoncerns 

that this constitutes a long-term threat to consumer spending by a core segment of the 

population and a drag on US growth 

- The average difference between the yield of triple A-rated student loan bonds in a 

JPMorgan index and Libor, a common interest rate benchmark, has almost doubled over the 

past month to 100bps for five-year paper 

 

Answer: ά! ǘȅǇŜ ƻŦ ǾŀƭǳŜΣ ǎǘŀǘŜŘ ŀǎ ŀƴ ƻǇƛƴƛƻƴΣ ǘƘŀǘ ǇǊŜǎǳƳŜǎ ǘƘŜ ǘǊŀƴǎŦŜǊ ƻŦ ŀ ǇǊƻǇŜǊǘȅΣ ƛΦŜΦ ŀ ǊƛƎƘǘ ƻŦ 

ownership or a bundle of such rights, as of a certain date, under specific conditions set forth in the 

ŘŜŦƛƴƛǘƛƻƴ ƻŦ ǘƘŜ ǘŜǊƳ ƛŘŜƴǘƛŦƛŜŘ ōȅ ǘƘŜ ŀǇǇǊŀƛǎŜǊ ŀǎ ŀǇǇƭƛŎŀōƭŜ ƛƴ ŀƴ ŀǇǇǊŀƛǎŀƭέ 

 

I was having a conversation with Elliot E., an economist, and we were agreeing on our economic hatred 

of Starbucks and how it was ruining the younger generation.  When I look out upon my classes, many 

times at least 1/3 of the students have a $5 cup of Starbucks overpriced Joe.  I, of course, have my 

ǘƘŜǊƳƻǎ ƻŦ ƘƻƳŜƳŀŘŜ WƻŜ ŀƴŘ ǿƘŜƴ ŀǎƪŜŘ ƛŦ ǘƘŀǘ ƛǎ ōŜŎŀǳǎŜ L ŀƳ ŎƘŜŀǇΣ L ǎŀȅΣ ά¸9{έΦ 

 

Let us look at the economics.  If you assume 2.00% inflation and an investment rate of 6.00% let us 

ŦƛƎǳǊŜ ƻǳǘ ǘƘŜ Ŏƻǎǘ ƻŦ ŀ ŎǳǇ ƻŦ {ǘŀǊōǳŎƪǎ WƻŜ ŀǘ ǊŜǘƛǊŜƳŜƴǘ ƛƴ ǘƻŘŀȅΩǎ ŘƻƭƭŀǊǎΦ  {ƛƳǇƭŜ ƳŀǘƘ ǎǘŀǘŜǎ ǿŜ ŜŀǊƴ 

an after tax return of 4.00%.  So, a 25 year old has 40 year investment horizon and a 45 year old has a 20 

year investment horizon and a 65 year old is all about consumption.  For the 25-year-old the $5 cup of 

WƻŜ ΨŎƻǎǘǎΩ $24 and for the 45-year-ƻƭŘ ǘƘŜ Ϸр ŎǳǇ ƻŦ WƻŜ ΨŎƻǎǘǎΩ ϷммΦ  .ŀǎƛŎŀƭƭȅ ǘƘŜǊŜ ƛǎ ŀ р· multiplier for 

the 25-year-old and a 2X multiplier for the 45 year old.  What does all of this mean, the greatest 

destroyer of wealth accumulation is consumption.  How do you ensure yourself of wealth, do not spend 

it! (and invest wisely). 

 

P.S. If one assumes 8.00% investment return (which is what the institutional investors assume) then that 

$5 Cup of Joe for the 25-year-old becomes $50 at retirement, i.e. a 10X multiplier.  How much are you 

really enjoying that Starbucks coffee???!!! 



 

15 August 2015 

 

Question: What is the relationship between Prime and FFR? 

 

Weak Eurozone data underline fragile recovery ς Pg. 2 

- GDP in the Eurozone increased 0.3%, undershooting analysts ŜǎǘƛƳŀǘŜǎ ƻŦ лΦп҈Σ ŀǎ CǊŀƴŎŜΩǎ 

economy stagnated and Germany, Italy and the Netherlands grew less than expected.   

- Unemployment remains in double figures and data from Germany indicate that companies 

ƛƴ ǘƘŜ ŜǳǊƻȊƻƴŜΩǎ ŜŎƻƴƻƳƛŎ ǇƻǿŜǊƘƻǳǎŜ ŀǊŜ ǊŜƭǳŎǘŀƴǘ ǘƻ invest, regardless of record-low 

interest rates 

- Household and government expenditure rose, although investment remained weak, 

especially in the construction sector 

 

China release data on gold reserves ς Pg. 11 

- Χƛǘǎ ƘƻƭŘƛƴƎǎ ǘƻ мΣстт ǘƻƴƴŜǎ ŀǘ ǘƘŜ ŜƴŘ ƻŦ July, an increase of 1% 

- /Ƙƛƴŀ ǎǘŀǊǘŜŘ ǊŜǇƻǊǘƛƴƎ ƛǘǎ ǊŜǎŜǊǾŜǎ ǘƘƛǎ ȅŜŀǊ ǳƴŘŜǊ ǘƘŜ LaCΩǎ {ǇŜŎƛŀƭ 5ŀǘŀ 5ƛǎǎŜƳƛƴŀǘƛƻƴ 

Standard.  SDDS, launched in 1996, is a method used by more than 70 countries and 

includes monthly reports of gold holdings 

- China is the sixth-largest holder of gold in the world, after US, Germany, the IMF, Italy and 

CǊŀƴŎŜΧ 

- The US has gold reserves of 8,133 tonnes 

- DƻƭŘ ŦŜƭƭ ǘƻ ϷмΣлууΦрл ŀ ǘǊƻȅ ƻǳƴŎŜ ƭŀǎǘ ƳƻƴǘƘΣ Χ 

 

Long bonds rebound as deflationary fears stir ς Pg. 11 

- A sustained depreciation, accompanies by other currencies continuing to slide against the 

US dollar, raises the prospect of a deflationary wave ς on the back of cheaper exported 

goods from China and other countries ς rippling through the global economy 

- Because the value of long-dated bonds is driven by expectations for inflation, rising yields 

suggested that investors thought the global economy was steadying, with the US Federal 

Reserve set to shift interest rate policy higher, as soon as September 

 

Answer: 300bps 

 

14 August 2015 

 

Question: ²Ƙŀǘ ŘƻŜǎ ǘƘŜ άaέ ǊŜŀƭƭȅ ƳŜŀƴ ƛƴ aLwwΚ 

 

Rare defence by Chinese central bank reassures jittery markets on renminbi ς Pg. 1 

- /ƘƛƴŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ Ƙŀǎ ƳŀŘŜ ŀ ǊŀǊŜ ǇǳōƭƛŎ ŘŜŦŜƴŎŜ ƻŦ ƛǘǎ ŎǳǊǊŜƴŎȅ ǇƻƭƛŎȅΣ ŀǎǎǳǊƛƴƎ ƧƛǘǘŜǊȅ 

global markets that it does not want to see a collapse in the value of the renminbi following 

¢ǳŜǎŘŀȅΩǎ ǎƘƻŎƪ ŘŜǾŀƭǳŀǘƛƻƴ 

- The renminbi weakened 1% in early trading yesterday, but the loss was halved following the 

PBoC conference.  The currency has fallen 3.3% against the US dollar over the three days 



ǎƛƴŎŜ ǘƘŜ t.ƻ/Ωǎ ŀƴƴƻǳƴŎŜƳŜƴǘ ǘƘŀǘ ƛǘ ǿŀǎ ƳƻǾƛƴƎ ǘƻ ŀ ƳƻǊŜ άƳŀǊƪŜǘ-ōŀǎŜŘέ ƻƴǎƘƻǊŜ 

foreign exchange regime 

 

Challenge for China after devaluation ς Pg. 3 

- ΧŎǊƛǘƛŎǎ ŎƻǳƴǘŜǊ ǘƘŀǘ /ƘƛƴŀΩǎ ŀǇǇŜŀƭ ǘƻ ƳŀǊƪŜǘ ŦƻǊŎŜǎ ƛǎ ƻǇǇƻǊǘǳƴƛǎǘƛŎΣ ŀǊƎǳƛƴƎ ǘƘŀǘ the 

Communist party likes to unleash market forces when they happen to align with its policy 

goals 

- tǊƻǇƻƴŜƴǘǎ ƻŦ ǘƘŜ ǊŜŦƻǊƳ ƛƴǘŜǊǇǊŜǘŀǘƛƻƴ Ǉƻƛƴǘ ƻǳǘ ǘƘŀǘ /ƘƛƴŀΩǎ ŘŜǾŀƭǳŀǘƛƻƴ ŘƻŜǎ ƴƻǘ Ŧƻƭƭƻǿ 

the usual currency war script.  Unlike Abenomics in Japan, for example, the PBoC is not 

creating money and selling it into the market; the central bank weakened the renminbi by 

unleashing depreciation pressure that had been building for months but that previoius 

central bank intervention had held in check 

- The central bank publishes a daily guidance rate for the renminbi each morning and allows 

banks to trade the currency by no more than 2% above or below that level 

- The central bank said it would henceforth set the guidance rate mainly based on the 

ǇǊŜǾƛƻǳǎ ŘŀȅΩǎ ǎǇƻǘ Ŏƭƻǎe ς a promise to let the market dictate the guidance rather than vice 

versa.   

 

US investment banks pull ahead ς Pg. 11 

- The top five US banks have taken 33.5% of the global investment banking fee pool so far this 

ȅŜŀǊΧΦŀƭƳƻǎǘ ŘƻǳōƭŜ ǘƘŜ ŦƛǾŜ ƘƛƎƘŜǎǘ-ranked European banks, at 17.2% 

- {ƘǊƛƴƪƛƴƎ Ŏŀƴ ƛƳǇŀƛǊ ōŀƴƪǎΩ ŀōƛƭƛǘȅ ǘƻ ǳƴŘŜǊǿǊƛǘŜ ōƛƎ Ŝǉǳƛǘȅ ƻǊ ōƻƴŘ ŘŜŀƭǎΣ ƻǊ ŎŀǊǊȅ ƻǳǘ ƻǘƘŜǊ 

complex transactions, which inevitably leads to lower fees 

- The US banks have benefited from stability at the top.  While three of the top five European 

banks have removed their chief executives within the past few months, for example, none 

of the top five US banks has made a change since Mike Corbat replaced Vikram Pandit at the 

helm of Citigroup almost three years ago.   

 

BP traders ruled to have rigged US gas markets in the wake of Hurricane Ike ς Pg. 11 

- BP faces the prospect of fresh regulatory fines after a judge ruled that its energy traders 

rigged a US natural gas market in the aftermath of a 2008 hurricane 

- After Hurricane Ike made landfall in Texas in September 2008, the price of natural gas 

delivered in the Houston Ship Channel dropped to a sharp discount to the benchmark Henry 

Iǳō ƛƴ [ƻǳƛǎƛŀƴŀΦ  ¢Ƙŀǘ ŎǊŜŀǘŜŘ ŀƴ άŜŎƻƴƻƳƛŎ ǿƛƴŘŦŀƭƭέ ŦƻǊ .tΣ Χŀǎ ƛǘ ƘŀŘ ǎƻƭŘ ŘŜǊƛǾŀǘƛǾŜǎ ƛƴ 

Houston and bought them in Henry 

- ά.t ŜƴƎŀƎŜŘ ƛƴ ƳŀǊƪŜǘ ƳŀƴƛǇǳƭŀǘƛƻƴΦ  ¢Ƙƛǎ ƛǎ ŀ ŎƭŀǎǎƛŎ ŎŀǎŜ ƻŦ ǇƘȅǎƛŎŀƭ ŦƻǊ ŦƛƴŀƴŎƛŀƭ ōŜƴŜŦƛǘǎέ 

 

aŜȄƛŎƻ ŀƴŘ /ƻƭǳƳōƛŀ ΨƧƻƛƴ ŦǊŀƎƛƭŜ ŦƛǾŜΩ ς Pg. 18 

- /ƻƭǳƳōƛŀ ŀƴŘ aŜȄƛŎƻ ƘŀǾŜ ōŜŎƻƳŜ ƳŜƳōŜǊǎ ƻŦ ǘƘŜ άŦǊŀƎƛƭŜ ŦƛǾŜέ ǉǳƛƴǘŜǘ ƻŦΣ ŜƳŜǊƎƛƴƎ 

market ƴŀǘƛƻƴǎΣ ǊŜǇƭŀŎƛƴƎ LƴŘƛŀ ŀƴŘ .ǊŀȊƛƭΣ Χ 

- Alongside Turkey, South Africa and Indonesia, the Latin American due are seen as the 

countries most overdependent on potentially skittish foreign investment flows 

- Mexico is considered vulnerable because its reserve coverage ratio is just 1.6 years, ar less 

ǘƘŀƴ ǘƘŜ ǎŜǾŜƴ ȅŜŀǊǎ ƻŦ wǳǎǎƛŀΣ ŀƴƻǘƘŜǊ ǎǘǊǳƎƎƭƛƴƎ ƻƛƭ ŜȄǇƻǊǘŜǊΦ  ! ŎƻǳƴǘǊȅΩǎ ǊŜǎŜǊǾŜ ŎƻǾŜǊŀƎŜ 



ratio is its foreign exchange reserves divided by its funding gap ς the capital needed to 

balance its current account deficit, repay short-term funding and compensate for any drying 

up of foreign direct investment 

- A real interest rate of close to zero gives Mexico little flexibility to cut rates if its economy 

weakens further 

 

Answer: Bifurcates the reinvestment rate and the discount rate. 
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Question: What are the three sections of a Statement of Cash Flow? 

 

China steps in to calm global nerves over renminbi slide ς Pg. 1 

- The Chinese currency had fallen by as much as 2% earlier yesterday to a low of 6.45 per 

dollar, before authorities stepped in to buttress the renminbi, which rallied 1% in the final 

15 minutes of the trading day to 6.38 versus the dollar 

- /ƘƛƴŀΩǎ ŘŜŎƛǎƛƻƴ ǘƻ ǘƻƭŜǊŀǘŜ ŀ ǿŜŀƪŜǊ ŎǳǊǊŜƴŎȅ Ƙŀǎ ŦŀƴƴŜŘ ŎƻƴŎŜǊƴǎ ǘƘŀǘ ƛǘǎ ŜŎƻƴƻƳȅΣ ƭƻƴƎ 

an engine of global growth, is slowing much faster than previously thought 

 

Super-rich face fresh scrutiny ς Pg. 3 

- Cash-strapped governments are already clamping down on evasion and avoidance to shore 

up public finances and calm public anger over widening economic inequality and alleged tax 

dodging 

- Wealthy citizens are increasingly being singled out for special treatment because of their 

complex tax affairs and the scope for aggressive tax planning.  The crackdown also reflects 

their growing importance to public finances 

- Tax rates have also gone up for many wealthy people.  From 2010 to 2013 six or seven EU 

member states raised their top rates each year 

 

Bank rules blamed for bond trade slide ς Pg. 18 

- The liquidity of global debt markets has emerged as a hot topic in the financial industry 

ŘǳǊƛƴƎ ǘƘŜ Ǉŀǎǘ ȅŜŀǊΣ Χ 

- Bonds have become harder to buy and sell in recent years, even as global debt markets have 

swelled and billions of dollars of retail money has gushed into fixed income vehicles such as 

mutual funds and exchange traded funds 

- The concern is that if retail investors are burnt by losses they could pull their money out of 

funds that hold increasingly illiquid securities, exacerbating a sell-off and fueling even more 

outflow 

 

/ƘƛƴŀΩǎ ƴŜƛƎƘōƻǳǊǎ Ƙƛǘ ƳǳƭǘƛȅŜŀǊ ŦƻǊŜȄ ƭƻǿǎ ς Pg. 20 

- The sustained falls raised concern at the implications of a currency war, amid talk that Chian 

was seeking to make its exports more competitive 



- The euro made notable gains yesterday as investors unwound carry trades, where investors 

borrow in currencies with low interest rates to fund bets in higher-yielding assets, featuring 

the shared currency and Asian emerging market counterparts 

 

Answer: Operations, Investment and Finance 
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Question: What is a typical ratio lenders seek for a DSCR? 

 

China risks clash with US as 1.9% devaluation surprises markets ς Pg. 1 

- China yesterday carried out the biggest devaluation of the renminbi in two decades to boost 

ƛǘǎ ǎƭƻǿƛƴƎ ŜŎƻƴƻƳȅΣ ƳŀǊƪƛƴƎ ŀƴ ŜǎŎŀƭŀǘƛƻƴ ƻŦ ƛƴǘŜǊƴŀǘƛƻƴŀƭ άŎǳǊǊŜƴŎȅ ǿŀǊǎέΣ ǎǳǊǇǊƛsing 

markets and risking a clash with Washington (Prof Note: What???  Was not the $3.5tn in 

money creation by the U.S. the greatest currency devaluation EVER???) 

- Lǘ ǎƘƻǳƭŘ ƘŜƭǇ ŎƻƳōŀǘ ŀ ōƛƎ Ŧŀƭƭ ƛƴ /ƘƛƴŀΩǎ ŜȄǇƻǊǘǎ ŦǳŜƭŜŘ ōȅ ǘƘŜ ǊŜƴƳƛƴōƛΩǎ ǊŜƭŀǘƛǾŜ ǎǘǊŜƴƎǘƘ 

- It comes as China pushes for the renminbi to be accepted as a global reserve currency 

alongside the dollar, yen, euro and sterling by the IMF, which has cited greater exchange 

rate flexibility as a key factor 

 

How oil plunge has upended companies and economies ς Pg. 16 

- The drop has inflicted massive pain on oil-exporting countries, widening currencies.  Energy 

companies have laid off an estimated 70,000 workers and scrapped projects worth billions 

of dollars, especially in high-Ŏƻǎǘ ŀǊŜŀǎ ǎǳŎƘ ŀǎ /ŀƴŀŘŀΩǎ oil sands and the Gulf of Mexico 

- Venezuela, a country whose crude oil accounts for 96% of export revenues and that loses 

$700m for every dollar fall in the oil price, typifies the difficulties oil exporters face 

- The windfall is worth more than $200bn for tƘŜ ¦{Σ 9ǳǊƻȊƻƴŜΣ ¦Y ŀƴŘ WŀǇŀƴΣ Χ 

- But in the US, sales of gas guzzlers such as SUVs are up, and the country is seeing something 

of a renaissance in motoring 

 

Opec pumps more oil despite Saudi cut ς Pg. 20 

- Saudi Arabia scaled down its oil production from record levels last month but Opec output 

reached the highest level since 2012 

- Opec output, led by Saudi Arabia and Iraq, has risen this summer, adding to a global glut 

 

Move to end paper reports prompts US outcry ς Pg. 20 

- In 2013 a study from the Pew research centre found that 15% of US adults aged 18 and 

older did not use the internet or email, while more than 40% of those over 64 were not 

online 

 

Answer: 1.2 ς 1.25 
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Question: What is DSCR? 

 

China marks milestone in rates push ς Pg. 2 

- As ƎȅǊŀǘƛƻƴǎ ƛƴ /ƘƛƴŀΩǎ ǎǘƻŎƪ ƳŀǊƪŜǘ ŎŀǇǘǳǊŜŘ ǘƘŜ ǿƻǊƭŘΩǎ ŀǘǘŜƴǘƛƻƴ ƛƴ ǊŜŎŜƴǘ ƳƻƴǘƘǎΣ ƭŜǎǎ 

eye-ŎŀǘŎƘƛƴƎ ōǳǘ ǳƭǘƛƳŀǘŜƭȅ ƳƻǊŜ ƛƳǇƻǊǘŀƴǘ ŎƘŀƴƎŜǎ ǿŜǊŜ ǳƴŘŜǊ ǿŀȅ ƛƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ Ϸнмǘƴ 

market for bank deposits 

- Chinese lenders sold certificates of deposit to the public at unregulated interest rates for the 

ŦƛǊǎǘ ǘƛƳŜ ƛƴ ǘƘŜ ǎŜŎƻƴŘ ǉǳŀǊǘŜǊΣ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪ ǊŜǾŜŀƭŜŘΣ ƳŀǊƪƛƴƎ ŀ ƳƛƭŜǎǘƻƴŜ ƛƴ .ŜƛƧƛƴƎΩǎ 

push to let market forces set the price of money (Prof Note: Is this not what happened with 

the S&Ls, i.e. deregulation allowed investment in assets for which they had no knowledge?) 

- Cheap deposit funding has also discouraged banks from seeking smaller borrowers willing to 

pay higher interest rates, since lenders earn fat margins even on conservative loans 

- Market-based interest rates are also a key criterion that the IMF will use to decide whether 

it will endorse the renminbi as an official reserve currency later this year 

 

Shrinking Russia economy prompts oil price alert ς Pg. 2 

- wǳǎǎƛŀΩǎ ŜŎƻƴƻƳȅ ŎƻƴǘǊŀŎǘŜŘ ōȅ пΦс҈ ƛƴ ǘƘŜ ǎecond quarter compared with the same period 

ƛƴ нлмпΣ ǘƘŜ ƭŀǊƎŜǎǘ ŘǊƻǇ ƛƴ ǎƛȄ ȅŜŀǊǎΣ ƳŀǊƪƛƴƎ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŦƛǊǎǘ ǊŜŎŜǎǎƛƻƴ ǎƛƴŎŜ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 

crisis 

- The figure comes after the first quarter when the economy contracted by relatively mild 

2.2% 

- Fears that the squeeze would trigger a broader systemic crisis receded when the rouble 

stabilized around 50 to the US dollar this spring after a steep fall.  It has since depreciated to 

64 to the US dollar, raising fresh concerns 

 

¦{ ΨōǊŜŀƪ-ŜǾŜƴΩ ǊŀǘŜ ŀǘ ǎŜǾŜƴ-month low ς Pg. 22 

- A gauge of US short-term inflation expectations has fallen to a seven-month low in the wake 

of the renewed commodity rout, even as the US Federal Reserve prepares to raise interest 

rates for the first time in almost a decade 

- ¢ƘŜ ¦{ άōǊŜŀƪ-ŜǾŜƴέ Ǌate is an indication of where investors see inflation is headed, and is 

derived by comparing the yields of conventional US bonds and inflation-protected debt.  The 

two-year break-ŜǾŜ ǊŀǘŜ ŘƛǇǇŜŘ ŦƻǊ ŀ ǎŜǾŜƴǘƘ Řŀȅ ǊǳƴƴƛƴƎ ȅŜǎǘŜǊŘŀȅΧ 

- Falling forecasts for thŜ ¦{ ŎƻƴǎǳƳŜǊ ǇǊƛŎŜ ōŀǎƪŜǘ Ŏŀǎǘǎ ŀ ŎƭƻǳŘ ƻǾŜǊ ǘƘŜ CŜŘΩǎ Ǉƭŀƴǎ ǘƻ ǎǘŀǊǘ 

raising interest rates this year, with most economists penciling in September as the most 

likely lift-off date 

- ¢ƘŜ Ƴŀƛƴ ¦{ ŎƻƴǎǳƳŜǊ ǇǊƛŎŜ ƛƴŘŜȄ ƛǎ ŀǘ Ƨǳǎǘ лΦм҈Σ Χ 

- ¢ƘŜ CŜŘΩǎ ǇǊŜŦŜǊǊŜŘ Ǝŀuge of domestic inflation, the personal consumption expenditures 

deflator, accelerated to 1.8% quarter-on-quarter in the three months to June, . 

 

Answer: NOI divided by debt service, i.e. DSCR = NOI/DS 
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Question: What is the easiest way to determine if one will return 100.0% of invested capital?   



 

aŀƻ ǇƻƭƛŎƛŜǎ ǿƻǳƭŘ Ǉǳǘ D5t ƎǊƻǿǘƘ Ƨǳǎǘ ōŜƭƻǿ /ƘƛƴŀΩǎ ŦƻǊŜŎŀǎǘ ǊŀǘŜΣ ǎŀȅǎ ǎǘǳŘȅ ς Pg. 1 

- ΧǘƘŜ ŀōƻƭƛǘƛƻƴ ƻŦ ǘƘŜ ǇǊƛǾŀǘŜ ǎŜŎǘƻǊ ƛƴ /Ƙƛƴŀ ŀƴŘ ŀ ǊŜǘǳǊƴ ǘƻ ŀ ŎƻƳƳŀƴŘ ŜŎƻƴƻƳȅ ǿƻuld 

yield an annual average GDP growth of 4-5%.  That is about one percentage point less than 

the average growth they predict Chia will achieve if it continues with a market-based 

reforms that began in the late 1970s and that are credited with lifting hundreds of millions 

of people out of poverty 

- Assuming a continuation of current policies, the paper forecasts that the economy will 

expand by 7-8% for the next decade, slowing to 5.2% on average between 2024 ς 36 and 

then 3.6% between 2036 and 2050  

- That is slower than the 3.9% rate it predicts between 2036 and 2050 if China were to return 

to Maoist policies introduced after the Great Leap Forward, in which 30m people died in a 

famine that was largely the result of economic mismanagement 

 

Japan eases its fixation on jobs for life ς Pg. 4 

- ¢ƘŜ ǇƻƭŀǊƛȊŀǘƛƻƴ ƻŦ WŀǇŀƴΩǎ ƭŀōƻǳǊ ƳŀǊƪŜǘ ƴƻǘ ƻƴƭȅ ŎŀǳǎŜǎ ƘŀǊŘǎƘƛǇ ƻŦ ǘƘƻǎŜ ƻƴ ǘƘŜ ǿǊƻƴƎ 

side of the lifetime system ς it is also a significant economic problem.  The productivity of 

ǘŜƳǇƻǊŀǊȅ ǎǘŀŦŦ ƛǎ ƭƻǿŜǊΣ ΧōŜŎŀǳǎŜ ǘƘŜȅ ŀǊŜ less motivated and companies do not train 

them 

- Factors such as an ageing population, increasing demand and a deindustrialization that is 

eroding the lifetime system are easing things for workers trying to get on the ladder 

 

Pay increases for US rate traderǎ ǎƛƎƴŀƭ ΨǿŀǊ ŦƻǊ ǘŀƭŜƴǘΩ ōŜŦƻǊŜ ǇƻǎǎƛōƭŜ CŜŘ ǊƛǎŜ ς Pg. 11 

- ΧǎŜƴƛƻǊ ǊŀǘŜǎ ǎǘŀŦŦ ŀǘ ¦{ ŀƴŘ 9ǳǊƻǇŜŀƴ ōŀƴƪǎ ŀǊŜ ƻƴ ŎƻǳǊǎŜ ǘƻ ǊŜŎŜƛǾŜ ŀǾŜǊŀƎŜ ǊƛǎŜǎ ƛƴ ǘƻǘŀƭ 

Ǉŀȅ ǘƘƛǎ ȅŜŀǊ ƻŦ ŀōƻǳǘ мл҈Σ Χ 

- Base pay in FICC sales and trading held steady in the industry last year, at about $400,000-

$500,000 for managing directors at US banks and $800,000 - $1m for European counterparts 

 

Investors not tempted by cheap Apple ς Pg. 12 

- Media and technology shares have suffered steep declines over the past two weeks, with 

shares of DisnŜȅΣ ¢ƛƳŜ ²ŀǊƴŜǊΣ ¢ǿƛǘǘŜǊΣ [ƛƴƪŜŘLƴ ŀƴŘ ±ƛŀŎƻƳƳ ǎƭƛŘƛƴƎ ƳƻǊŜ ǘƘŀƴ у҈Σ Χ 

- Analysts and portfolio managers have rejected comparisons to 2012-13, when Apple shares 

tumbled more than 40% on a split adjusted basis 

 

Answer: 5ƛǎŎƻǳƴǘ ǘƘŜ ŎŀǎƘ Ŧƭƻǿǎ ŦƻǊ ǘƘŜ Ψ²ƻǊǎǘΩ case and if NPV is positive, 100.0% of capital will be 

returned. 

 

8 August 2015 

 

Question: How are price and value different? 

 

US jobs data narrow rate-rise odds ς Pg. 1 

- American payrolls expanded by 215,000 in July, slightly below a revised gain of 231,000 jobs 

ƛƴ WǳƴŜ ŀƴŘ ƳŀǊƎƛƴŀƭƭȅ ōŜƭƻǿ ²ŀƭƭ {ǘǊŜŜǘ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻŦ ŀ ннрΣллл ƛƴŎǊŜŀǎŜΣΧ 



- The unemployment rate was unchanged at 5.3%.  The widest definition of joblessness, U6, 

fell to a seven-year low of 10.4% in July, from 10.5% in June 

- Over the past three months, employment have added an average of 235,000 jobs a month, 

signaling the US expansion has remained on stable footing 

 

ΨDǊŜŀǘ ƛƳǇƭƻǎƛƻƴΩ ƭŜŀǾŜǎ ¦{ ŎŀōƭŜ ƎǊƻǳǇǎ ǊŜŜƭƛƴƎ ŀǎ bŜǘŦƭƛȄ Ǝŀƛƴǎ ƎǊƻǳƴŘ ς Pg. 8 

- On Wednesday alone $37bn was wiped off the maǊƪŜǘ ǾŀƭǳŜ ƻŦ {ǳƳƴŜǊ wŜŘǎǘƻƴŜΩǎ 

±ƛŀŎƻƳΧнмst /ŜƴǘǳǊȅ CƻȄΣΧ²ŀƭǘ 5ƛǎƴŜȅΧŀƴŘ ŦƛǾŜ ƻǘƘŜǊ ōƛƎ ŎŀōƭŜ ŀƴŘ ōǊƻŀŘŎŀǎǘ ƎǊƻǳǇǎΧ 

- ΧŦŜŀǊ ǘƘŀǘ bŜǘŦƭƛȄΣ ¸ƻǳ¢ǳōŜ ŀƴŘ ƻǘƘŜǊǎ Ƴŀȅ ŦǳƴŘŀƳŜƴǘŀƭƭȅ ŘƛǎǊǳǇǘ ǘƘŜ ǎŜŎǘƻǊΣ ǿƘŜǊŜ 

operating profit margins have exceeded 40% 

- In the US, the big television groups depend on two main sources of revenue: advertising and 

so-called affiliate fees from cable and satellite companies that carry their channels 

 

Hayes sentenced to 14 years for rigging of Libor rates ς Pg. 9 

- A jury unanimously found Mr Hayes ς ŀ ȅŜƴ ŘŜǊƛǾŀǘƛǾŜǎ ǘǊŀŘŜǊ ƪƴƻǿƴ ŀǎ άwŀƛƴƳŀƴέ ōŜŎŀǳǎŜ 

he was so awkward and numbers-obsessed ς guilty on all eight counts of conspiracy to 

defraud 

- (Prof Note: I remember at Constellation one of the salespeople had done a spark with 

Carroll Oil, i.e. we went from supplying electricity/gas to supplying liquids with the stroke of 

a pen.  I spent the next two days flowcharting the business decision, documenting 

signatures, and my box had no lines, i.e. I had NOTHING to do with this.  The CFO called me 

demanding to know what ƘŀǇǇŜƴŜŘ ŀƴŘ L ǎŀƛŘΣ ά²ŜƭŎƻƳŜ ǘƻ bŜǿ9ƴŜǊƎȅΗέ  {ƘŜ ŜȄǇƭƻŘŜŘΗ  L 

ŀǎƪŜŘΣ ά²Ƙŀǘ ƘŀǇǇŜƴǎ ƛŦ ǘƘŜ /ŀǊǊƻƭƭ hƛƭ ǘǊǳŎƪ Ŧŀƭƭǎ ƻǾŜǊ ƻƴ ŀ ǎŎƘƻƻƭ ōǳǎ ƻŦ ŎƘƛƭŘǊŜƴΚέ  bƻ ƻƴŜ 

ƪƴŜǿ ƛŦ ǿŜ ǿŜǊŜ ƭƛŀōƭŜΦ  aȅ ōƻǎǎ ǎŀƛŘ ǾŜǊȅ ƭƻǳŘƭȅΣ άwƻƎŜǊΣ ǘƘŜ ōŜǎǘ ǘƘƛƴƎ ȅƻǳ do is cover your 

ƻǿƴ ŀϷϷΗέ  όƛǘ ǿŀǎ ƴƻǘ ƛƴǘŜƴŘŜŘ ŀǎ ŀ ŎƻƳǇƭƛƳŜƴǘύΦ  L ǎŀƛŘΣ ά{ŜŜ ȅƻǳ ƻƴ ǾƛǎƛǘƛƴƎ ŘŀȅǎΗέ  aȅ 

ǇƻƛƴǘΧǎǘŀƴŘ ǳǇ ŦƻǊ ȅƻǳǊ ƻǿƴ ŜǘƘƛŎǎ ŀǎ ǿƘŜƴ ƛǘ ƎŜǘǎ ōŀŘ ȅƻǳ ŎƻǳƭŘ ōŜ ǎǘŀƴŘƛƴƎ ǘƘŜǊŜ ŀƭƻƴŜΗύ 

 

Ringgit drops to 17-year low against US dollar ς Pg. 11 

- The plight of emerging market currencies deteriorated this week, driven by growing concern 

ŀōƻǳǘ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ŦŀƭƭƛƴƎ ŎƻƳƳƻŘƛǘȅ ǇǊƛŎŜǎ ŀƴŘ ŜȄǇƻǎǳǊŜ ǘƻ /ƘƛƴŀΩǎ ǎƭƻǿƛƴƎ ŜŎƻƴƻƳȅ 

- The slide follows the double-dip in crude prices ς oil revenues accounts for 30% of 

government revenue 

- .ǊŀȊƛƭΩǎ ǊŜŀƭ ǿŜŀƪŜƴŜŘ нΦн҈ ƻǾŜǊ ǘƘŜ ǿŜŜƪΧ 

- wǳǎǎƛŀΩǎ ǊƻǳōƭŜ ǿƛƭǘŜŘΣ ŀƭǎƻ ōȅ нΦн҈Σ Χ 

- ¢ƘŜ ŜǳǊƻ ŦŜƭƭ лΦн҈ ȅŜǎǘŜǊŘŀȅ ǘƻ ϷмΦлфлтΧ 

 

Answer: Price is market and value is individual. 

 

7 August 2015 

 

Question: When something happens with your computer you generally always turn it off then on to see 

if the problem resolves itself.  When a home system fails what should you do? 

 

Bank of England keeps rates on hold but says time for a rise is approaching ς Pg. 1 



- The move put the BoE on a more cautious path than the US Federal Reserve, which is 

expected to raise rates as early as September, although it remains ahead of the ECB and the 

BoJ, both still firmly in easing mode 

- The BoE upgraded its growth forecasts for this year, but halved its forecasts for inflation in 

2015 from 0.6% to 0.3%.  Inflation, which fell back to zero in June, is expected to hover 

around that level for the next few months before rising on a more sustained basis towards 

the middle of 2016 

 

Europe to mandate clearing of swaps ς Pg. 20 

- Europe is set to enforce mandatory clearing of interest rates swaps from late April next year 

after Brussels adopted new rules to bolster over-the-counter derivatives trading yesterday 

- The move means Europe will fall into line with the US and Japan ς the other main markets 

for over-the-counter derivatives clearing ς in requiring big market participants such as banks 

to clear some swaps 

- Interest rate swaps make up most of the global $700tn OTC market 

- The European rules will cover fixed-to-floating interest rate swaps and forward rate 

agreements for instruments denominated in euro, sterling or yen, and certain kinds of US-

dollar denominated swaps 

 

Rouble at lowest against dollar since February ς Pg. 20 

- wǳǎǎƛŀΩǎ ǊƻǳōƭŜ ƭŜŘ ǿŜŀƪƴŜǎǎ ŀƳƻƴƎ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘ Ŏǳrrencies yesterday, slipping to its 

weakest level against the US dollar since February 

- US monthly jobs data due today will be the next big test for EM currency sentiment, with a 

robust report likely to burnish the dollar 

- Several EM currencies have fallen to milestone lows against the US dollar ς notably the 

aŀƭȅǎƛŀƴ ǊƛƴƎƎƛǘΣ ǘƘŜ LƴŘƻƴŜǎƛŀƴ ǊǳǇƛŀƘ ŀƴŘ .ǊŀȊƛƭΩǎ ǊŜŀƭ 

- Last week the central bank cut its benchmark interest rate by 0.5% to 11%.  It has gradually 

lowered the rate from 17% in January, weighing on the currency 

 

Answer: Check the breaker!  There, I just saved you a $165 service call to learn what a EE (me) should 

have already known! 

 

6 August 2015 

 

Question: If a student has $100,000 in debt at a rate of 6.00% for 30 years, what is the monthly 

payment? 

 

Saudi Arabia to tap markets for $27bn as low oil strains finances ς Pg. 1 

- {ŀǳŘƛ !ǊŀōƛŀΩǎ ǊŜǎƻǊǘ ǘƻ ŦǳǊǘƘŜǊ ŘƻƳŜǎǘƛŎ ōƻǊǊƻǿƛƴƎ ƘƛƎƘƭƛƎƘǘǎ ǘƘŜ ŎƘŀƭƭŜƴƎŜǎ ŦŀŎƛƴƎ ǘƘŜ 

ǊŜƎƛƻƴΩǎ ƭŀǊƎŜǎǘ ŜŎƻƴƻƳȅ ŀƳƛŘ ƻƴŜ ƻŦ ǘƘŜ ǎǘŜŜǇŜǎǘ Ŧŀƭƭǎ ƛƴ ǘƘŜ ƻƛƭ ǇǊƛŎŜ ƛƴ ǊŜŎŜƴǘ ŘŜŎŀŘŜǎΦ  

Brent has dropped form $115 a barrel in June last year to about $50 this week 

- Χ{ŀǳŘƛŀ !ǊŀōƛŀΣ ǿƘƛŎƘ ǊŜǉǳƛǊŜǎ ŀƴ ƻƛƭ ǇǊƛŎŜ ƻŦ Ϸмлр ŀ ōŀǊǊŜƭ ǘƻ ōŀƭŀƴŎŜ ƛǘǎ ōǳŘƎŜǘ 

- The bond plan has echoes of the 1990s, when Riyadh issued local banking debt via Saudi 

government development bonds.  At one point at the end of the 1990s, Saudi debt reached 



100% of GDP.  It was only when oil prices began their sharp ascent in the early 2000s that 

ǘƘŜ ƪƛƴƎŘƻƳΩǎ ŘŜōǘ ƭŜǾŜƭǎ ōŜƎŀƴ ǘƻ ŎƻƳŜ Řƻǿƴ 

 

LaC ŀƭŜǊǘ ǘƻ ǎƴŀƎǎ ƛƴ ǊŜƴƳƛƴōƛΩǎ ǇǊƻƎress ς Pg. 2 

- ¢ƘŜ LaC Ƙŀǎ ƘŀƛƭŜŘ /ƘƛƴŀΩǎ ǇǊƻƎǊŜǎǎ ƻƴ ŦƛƴŀƴŎƛŀƭ ǊŜŦƻǊƳ ōǳǘ ǎŀƛŘ ǘƘŜ ǊŜƴƳƛƴōƛ ǎǘƛƭƭ ƭŀƎǎ 

behind rivals on key metrics that determine whether the fund will formally endorse the 

redback as a reserve currency 

- ¢ƘŜ ŦǳƴŘΩǎ ŜȄŜŎǳǘƛǾŜ ōƻŀǊŘ ǿƛƭƭ ƳŀƪŜ a final decision on the renminbi late this year as part 

of its five-yearly review of the currency composition of its special drawing rights ς a global 

reserve asset comprising the dollar, euro, pound and yen 

 

BoE to release large volume of monetary policy data ς Pg. 2 

- But with US interest rates set to rise for the first time in almost a decade, questions are 

being raised about whether the end of the great bond party is nigh 

- Simply buying the bonds in the Barclays Aggregate index ς which includes a mix of highy-

rated corporate and government debentures ς in 1981 would have bagged 8.4% a year on 

average since then.  Corporate bonds have done even better, on average returning 9.3% 

annual.  Equities have only marginally outperformed and at the cost of considerably more 

Ǿƻƭŀǘƛƭƛǘȅ όtǊƻŦ bƻǘŜΥ IŜƭƭƻΧΦǿƘŀǘ L ƘŀǾŜ ōŜŜƴ ǊŀƴǘƛƴƎ ŀōƻǳǘ ŦƻǊ ȅŜŀǊǎΗΗΗ  .ƻƴŘǎ ŀǊŜ ǎŜȄȅΗΗΗύ 

- At the same time many investors would embrace a reversal in yields as a chance to pile into 

the market, thereby muting the danger of entering bear territory.  Insurers and pension 

funds in particular have labored to get the returns they need to match their long-dated 

liabilities at a time when interest rates have plumbed to record lows 

 

US groups forced to disclose salary gaps ς Pg. 13 

- US companies will havŜ ǘƻ ŘƛǎŎƭƻǎŜ ǘƘŜ ƎŀǇ ōŜǘǿŜŜƴ ǘƘŜƛǊ ŎƘƛŜŦ ŜȄŜŎǳǘƛǾŜΩǎ Ǉŀȅ ŀƴŘ ŀƴ 

ŀǾŜǊŀƎŜ ŜƳǇƭƻȅŜŜΩǎ ǎŀƭŀǊȅ ǳƴŘŜǊ ǊǳƭŜ ǘƘŀǘ ǿƛƭƭ ǇǊƻǾƛŘŜ ŦǊŜǎƘ Řŀǘŀ ƻƴ ǘƘŜ ƛǎǎǳŜ ƻŦ ƛƴŜǉǳŀƭƛǘȅ 

- ΧǊǳƭŜ ǘƘŀǘ ǊŜǉǳƛǊŜǎ ƭƛǎǘŜŘ ŎƻƳǇŀƴƛŜǎ ǘƻ ŘƛǎŎƭƻǎŜ ǘƘŜ Ǉŀȅ Ǌŀǘƛƻ ōŜǘǿŜŜƴ ŎƘƛŜŦ ŜȄŜŎǳǘƛǾŜǎ ŀƴŘ 

their median employee (Prof Note: For the record, my employees received an across the 

board pay increase of 25% last year.  However, as I am not listed, I will not be disclosing this 

ratio!) 

- The AFL-/Lh ǇƭŀȅŜŘ ŀ ǊƻƭŜ ƛƴ ƭƻōōȅƛƴƎ ŦƻǊ ǘƘŜ ǊǳƭŜ ŀƴŘ ǎŀƛŘ ƛǘ ǎƘƻǳƭŘ άǎƘŀƳŜέ ƎǊƻǳǇǎ ƛƴǘƻ 

ŎǳǊǊŜƴǘ ŎƘƛŜŦ ŜȄŜŎǳǘƛǾŜ Ǉŀȅ όtǊƻŦ bƻǘŜΥ hƘ ǇǳƭƭƭŜŜȊȊȊȊΧƧǳǎǘ ǿŀǘŎƘΣ ǘƘŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ 

άŜȄŜŎǳǘƛǾŜ Ǉŀȅέ ǿƛƭƭ ŎƘŀƴƎŜ ŀƴŘ ǘƘƛǎ ǿƛƭƭ ōŜ ŀƴƻǘƘŜǊ Ǌŀǘƛƻ ǇǳōƭƛŎ ŎƻƳǇŀƴƛŜǎ ǘŀǊƎŜǘ ŀƴŘ 

ΨƳŀƴŀƎŜΩ ŦƻǊ ŀƴŀƭȅǎǘ ŎŀƭƭǎΦ  όŀƳ L ǊŜŀƭƭȅ ǘƘŀǘ ŎȅƴƛŎŀƭΚΗύύ 

 

Answer: Ŧ ŎƭȄΣ мллллл ŎƘǎ ǇǾΣ с Ǝ LΣ ол Ǝ ƴΣ ǇƳǘΧϷсллΦ  ¢Ƙƛǎ ōǊŜŀƪǎ Ƴȅ ƘŜŀǊǘΗ 

 

5 August 2015 

 

Question: What is the student loan rate for a Direct Unsubsidized Loan for graduate study? 

 

Wƻō LƴǎŜŎǳǊƛǘȅ Χ ¸ƻǳƴƎŜǊ ǿƻǊƪŜǊǎ ƭŜŀǊƴ ǘƻ ƭƛǾŜ ǿƛǘƘ ǘŜƳǇƻǊŀǊȅ ŜƳǇƭƻȅƳŜƴǘ ς Pg. 1 



- A majority of young workers across the Eurozone are now in temporary jobs, despite a long-

awaited recovery taking hold across the continent 

- At more than 52%, the share of younger workers on temporary contracts is the highest on 

record 

 

Recovery prompts rise in precarious job contracts ς Pg. 3 

- In France, permanent jobs account for just 16% of new contracts, down from a quarter in 

2000.  In Spain, almost seven in 10 young workers are on temporary contracts.  The share of 

ǘƘŜ ŜǳǊƻȊƻƴŜΩǎ мр ǘƻ нп-year-old workers who are temps is the highest on record, at 52.4% 

- ¢ƘŜ h9/5 ǿŀǊƴǎ ǘƘŀǘ ǘŜƳǇƛƴƎ ƛǎ ƳƻǊŜ ƻŦ ŀ άǘǊŀǇέ ǘƘŀƴ ŀ άǎǘŜǇǇƛƴƎ ǎǘƻƴŜέ ƛƴ LǘŀƭȅΣ CǊŀƴŎŜ 

and Spain, where fewer than 30% of temporary employees had moved on to permanent 

jobs three years later 

 

Lending Club looks to extend into car loans and mortgages as revenues swell ς Pg. 11 

- [ŜƴŘƛƴƎ /ƭǳōΣ ǘƘŜ ǿƻǊƭŘΩǎ ōƛƎƎŜǎǘ ƻƴƭƛƴŜ ƳŀǊƪŜǘǇƭŀŎŜ ŎƻƴƴŜŎǘƛƴƎ ōƻǊǊƻǿŜǊǎ ŀƴŘ ƛƴǾŜǎǘƻǊǎΣ 

posted another quarter of rapid growth 

- Lending Club is at the forefront of a new breed of lenders which say they can supply loans 

for less ς by cutting out the cost of branches and avoiding reserve requirements ς while 

providing consumers with a quicker, less paper-intensive process 

 

Western banks step up renminbi debt issuance ς Pg. 18 

- Western banks are issuing more renminbi-denominated bonds in moves to gain an early 

foothold in a nascent but potentially large capital market 

- LƴŎǊŜŀǎŜŘ ƛǎǎǳŀƴŎŜ ŦǊƻƳ Ǝƭƻōŀƭ ƭŜƴŘŜǊǎ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ƭŀǘŜǎǘ ǎǘŜǇǎ ƛƴ ǘƘŜ ǊŜƴƳƛƴōƛΩǎ ǇǊƻƎǊŜǎǎ 

to internationalization 

- CƻǳǊ ǊŀǘŜ Ŏǳǘǎ ŦǊƻƳ ǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ /Ƙƛƴŀ ƘŀǾŜ ŀƭǎƻ ƘŜƭǇŜŘ ƭƻǿŜǊ ŘƻƳŜǎǘƛŎ ōƻǊǊƻǿƛƴƎ 

costs 

 

Answer: 5.84% 

 

4 August 2015 

 

Question: If you lose 50% of your principal in year 1 and gain it all back in year two, what is your average 

annual return? 

 

Ex-star trader given 14 years in prison for fixing Libor ς Pg. 1 

- ΧŦƛǊǎǘ ŎƻƴǾƛŎǘƛƻƴ ƛƴ ǘƘŜ Ǝƭƻōŀƭ ǎŎŀƴŘŀƭ ƻǾŜǊ ǘƘŜ ƳŀƴƛǇǳƭŀǘƛƻƴ ƻŦ ōŜƴŎƘƳŀǊƪ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ 

- Magnus Peterson, the founder of collapsed hedge fund Weavering Capital, was given a 13-

year prison sentence this year while UBS rogue trader Kweku Adoboli received seven years 

in 2012 

- While at UBS, he generated about $260m in revenues over three years, attracting 

competitors including Lehman Brothers and Goldman Sachs, which both tried to recruit him.  

He left UBS for Citi at the end of 2009 after a dispute over pay.  Citi fired him after less than 

a year, when they discovered he was trying to manipulate Libor 



 

tŀǊƛǎ ǇǊƻǇŜǊǘȅ ƛƴǾŜǎǘƻǊǎ ǘƘǊŜŀǘŜƴ ƭŜƎŀƭ ŎƘŀƭƭŜƴƎŜ ǘƻ ΨǘƻȄƛŎΩ ǊŜƴǘ ŎƻƴǘǊƻƭǎ ς Pg. 2 

- Under a new law that applies to leases signed after August 1, rents in Paris must be no more 

than 20% above or 30% below the median rental price for the area 

- The measures follow a similar move in Germany, where the lower house of parliament 

approved a rent cap law for Berlin in March 

- About one-fifth of rents in Paris are expected to decrease because of the law 

 

Brent below $50 as output rises ς Pg. 11 

- hƛƭ ǎƭƛŘ ōŜƭƻǿ Ϸрл ŀ ōŀǊǊŜƭ ȅŜǎǘŜǊŘŀȅΣ ŜȄǘŜƴŘƛƴƎ ƭŀǎǘ ƳƻƴǘƘΩǎ ƭƻǎǎŜǎ ǘƻ Ƙƛǘ ǘƘŜ ƭƻǿŜǎǘ ƭŜǾŜ 

since January amid signs that growing production will continue to outstrip demand 

- The renewed price pressure came as market participants focused on accelerating 

production from Opec countries, such as Saudi Arabia and Iraq, where output has reached 

records amid global competition for customers 

- Despite the more than halving of prices from this time last year, US oil output has proved 

resilient, with the number of rigs drilling for crude stabilizing in recent weeks 

- /ƻƴŎŜǊƴǎ ƻǾŜǊ ǘƘŜ ǎǘŀǘŜ ƻŦ ǘƘŜ ŜŎƻƴƻƳȅ ƛƴ /ƘƛƴŀΣ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƻƛƭ importer, have also 

place pressure on the market 

 

aƻƻŘȅΩǎ ǿŀǊƴǎ ƻƴ ƭŜƴŘƛƴƎ ŎǊŀŎƪŘƻǿƴ ς Pg. 18 

- Highly indebted companies could struggle to refinance their debts as a result of a US 

ŎǊŀŎƪŘƻǿƴ ƻƴ Ǌƛǎƪȅ ōŀƴƪ ƭŜƴŘƛƴƎΣ Χ 

- Leveraged loans ς the loan equivalent of junk bonds ς were heavily criticized for their role in 

the 2008 financial crisis.  In 2013 new guidelines restricted the terms on which banks could 

lend along with the amount 

- Leveraged lending guidelines were designed to lower bank exposure to risky loans and cut 

systemic risk.  They set deadlines for repayment of debt and say banks should only 

άƻǊƛƎƛƴŀǘŜέ ƭƻŀƴǎ ǳǇ ǘƻ ǎƛȄ ǘƛƳŜǎ ŜŀǊƴƛƴƎǎ ōŜŦƻǊŜ ƛƴǘŜǊŜǎǘΣ ǘŀȄΣ ŘŜǇǊŜŎƛŀǘƛƻƴǎ ŀƴŘ 

amortization (Prof Note: EBITDA) 

 

Puerto Rico debt slides after payment missed ς Pg. 18 

- Puerto Rico general obligation bonds maturing in 2035 fell below 70 cents on the dollar 

ȅŜǎǘŜǊŘŀȅ ƛƴ ǘƘƛƴ ǘǊŀŘƛƴƎΣ Χ 

- Investors are likely to see lower recovery rates if the territory restructures its debts as the 

US commonwealth prioritizes which bond payments it makes over the remainder of the 

ȅŜŀǊΧ 

 

Answer: 25%....now you see why you have to understand the statistics.  You have an average return of 

25% but no gain???   

 

3 August 2015 

 

Question: What is population of Puerto Rico?  Greece?  What is twΩǎ ŘŜōǘ ōǳǊŘŜƴΚ  ²Ƙŀǘ ƛǎ DǊŜŜŎŜΩǎ 

ŘŜōǘ ōǳǊŘŜƴΚ  Lǎ tǳŜǊǘƻ wƛŎƻ ǘƘŜ ¦Φ{ΦΩǎ DǊŜŜŎŜΚ 



 

Puerto Rico set to go into formal default ς Pg. 1 

- PR faces the prospect of being formally pushed into default after the close of business today 

after missing a $58m payment on Public Finance Corporation bonds 

- PR defaulted on some of its debts over the weekend after years of battling to stay current 

on its obligations, signaling the start of a contentious restructuring process for the US 

ŎƻƳƳƻƴǿŜŀƭǘƘΩǎ Ϸтнōƴ ŘŜōǘ ǇƛƭŜ 

- The PF/ ōƻƴŘǎ ƘƻƭŘ ŦŜǿŜǊ ǇǊƻǘŜŎǘƛƻƴǎ ǘƘŀƴ άƎŜƴŜǊŀƭ ƻōƭƛƎŀǘƛƻƴέ ōƻƴŘǎ ƛǎǎǳŜŘ ōȅ ǘƘŜ tǳŜǊǘƻ 

Rican government 

- 9ŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅ ǿƻǳƭŘ ƘŀǾŜ ǘƻ ƎǊƻǿ άǎǳōǎǘŀƴǘƛŀƭƭȅέ ƛƴ ŀ ǎƘƻǊǘ ǘƛƳŜ ǘƻ ŀǾƻƛŘ ŀ ƘŀƛǊŎǳǘ ƻŦ 

Ϸолōƴ ǘƻ ϷплōƴΣ ǿƘƛŎƘ ƛǎ ƴŜŎŜǎǎŀǊȅ ǘƻ ƎŜǘ tǳŜǊǘƻ wƛŎƻ άƻǳǘ ŦǊƻƳ ǳƴŘŜǊƴŜŀǘƘ ǘƘƛǎ ŘŜōǘέΧ 

 

US online lenders urge voluntary code ς Pg. 12 

- Loans arranged by online ς ƻǊ άƳŀǊƪŜǘǇƭŀŎŜέ ς lenders have soared in the US in recent 

years, as yield-starved investors scramble to extend credit to parts of the economy that the 

traditional banks are unable, or unwilling, to reach.   

- But in small-business loans in particular borrowers have complained of being sucked into 

high-ƛƴǘŜǊŜǎǘ ƭƻŀƴǎ Ǿƛŀ άōŀƛǘ ŀƴŘ ǎǿƛǘŎƘέ ǘŀŎǘƛŎǎ ŜƳǇƭƻȅŜŘ ōȅ ǇƭŀǘŦƻǊƳǎ ǘƘŀǘ ƻǊƛƎƛƴŀǘŜ ǘƘŜƳ 

- Online lending could account for about 10% of all unsecured consumer and small-business 

ƭƻŀƴǎ ƛƴ ǘƘŜ ¦{ ōȅ нлнлΣΧ 

 

Strong dollar cuts revenues by $100bn ς Pg. 13 

- The sharp rise in the US dollar may slice more than $100bn of dollar-denominated revenues 

ŀǘ ǎƻƳŜ ƻŦ !ƳŜǊƛŎŀΩǎ ƭŀǊƎŜǎǘ Ƴǳƭǘƛƴŀǘƛƻƴŀƭǎ ǘƘƛǎ ȅŜŀǊΣ Χ 

- Companies within the S&P 500 earned roughly 48% of their revenues abroad in 2014 (Prof 

bƻǘŜΥ L ƘŀǾŜ ōŜŜƴ ǎŀȅƛƴƎ ол҈ ƛƴ ŎƭŀǎǎΧǇƭŜŀǎŜ ǘŀƪŜ ƴƻǘŜ ƻŦ άпу҈έύ 

- But diverging monetary policies have pushed the trade-weighted dollar 19% above year-ago 

levels, including a 22% gain against the euro 

 

Answer: 3.5m (PR), 11m (Greece), 74bn (PR), 600bn (Greece); by the numbers, no. 

 

1 August 2015 

 

Question: Iƻǿ Ƴŀƴȅ ƛƴ ŀ ōŀƪŜǊΩǎ ŘƻȊŜƴΚ 

 

US oil majors suffer heavy falls ς Pg. 1 

- Shares in some of ǘƘŜ ǿƻǊƭŘΩǎ ōƛƎƎŜǎǘ ŜƴŜǊƎȅ ƎǊƻǳǇǎ ǘǳƳōƭŜŘ ȅŜǎǘŜǊŘŀȅ ŀǎ ǘƘŜ ŎƻƭƭŀǇǎŜ ƛƴ ƻƛƭ 

ǇǊƛŎŜǎ ōŀǘǘŜǊŜŘ ǘƘŜ ǇǊƻŦƛǘǎ ƻŦ 9ȄȄƻƴaƻōƛƭ ŀƴŘ /ƘŜǾǊƻƴΣ Χ 

- For the first time the biggest industry operators are feeling the full impact of a plunge in 

Brent Crude since last summer that has led to an estimated 70,000 job losses worldwide and 

caused some $200bn of spending on major new oil and gas projects to be shelved 

- It now stands at $52.08 a barrel, down from $115 in June last year 

 

Wages grow at slowest pace since 1980s ς Pg. 4 



- Expectations of a Federal Reserve rate rise in September took a knock yesterday when data 

showed quarterly US wage growth at its lowest level for more than three decades 

- Wages and salaries for US workers rose by the smallest amount for a quarter since 1982, 

potentially clouding hopes of policymakers that the recovery is set to shift into a higher gear 

- Wage growth is also a key factor weighing on when the Fed will raise rates 

- D5t ŎƭƛƳōŜŘ нΦо҈ ƛƴ ǘƘŜ ǘƘǊŜŜ ƳƻƴǘƘǎ ǘƻ WǳƴŜΧ 

 

Week dominated by speculation over when Fed might raise rates ς Pg. 12 

- The dollar sank and Treasury bond prices rallied strongly as weak US wage data capped a 

week dominated by speculation over when the Federal Reserve might raise interest rates 

- ¢ƘŜ ŜǳǊƻ ǿŀǎ ǳǇ м҈ ƻƴ ǘƘŜ Řŀȅ ŀǘ ϷмΦмлпнΧ 

- The yield on the two-year US government bond, which moves inversely to its price, was 

down 6bps at 0.68%, having climbed to within sight of a four-year high 

 

Answer: 13 

 

31 July 2015 

 

Question: What have we learned from Cecil the Lion? 

 

Big companies raise red flag on profits hit by China woes ς Pg. 1 

- {ƻƳŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŎƻƳǇŀƴƛŜǎ ƘŀǾŜ ǎƻǳƴŘŜŘ ǘƘŜ ŀƭŀǊƳ ƻǾŜǊ ǘƘŜ ǎƭƻǿŘƻǿƴ ƛƴ ǘƘŜ 

Chinese economy, warning that weaker growth would hit profits in the second half of the 

year 

- ¢ƘŜ ǿŀǊƴƛƴƎǎ ŀǊŜ ŀ ǎƛƎƴ ǘƘŀǘ /ƘƛƴŀΩǎ weaker growth and its stock market rout this month are 

ŎǊŜŀǘƛƴƎ ŀ ƘŜŀŘŀŎƘŜ ŦƻǊ Ǝƭƻōŀƭ ŎƻǊǇƻǊŀǘŜǎ ǘƘŀǘ ƘŀǾŜ ƭƻƴƎ ǊŜƭƛŜŘ ƘŜŀǾƛƭȅ ƻƴ ǘƘŜ ǿƻǊƭŘΩǎ 

second-largest economy to drive revenues 

- /ƘƛƴŀΩǎ ǎƭƻǿŘƻǿƴΣ ǿƘƛŎƘ Ŧƻƭƭƻǿǎ ȅŜŀǊǎ ƻŦ ŜȄǘǊŀƻǊŘƛƴŀǊȅ ƎǊƻǿǘƘΣ Ƙŀǎ ōŜŜƴ particularly 

ǎǘŀǊǘƭƛƴƎ ƛƴ ǊŜŎŜƴǘ ƳƻƴǘƘǎΣ ǿƛǘƘ ŦƛƎǳǊŜǎ ƭŀǎǘ ǿŜŜƪ ǎƘƻǿƛƴƎ ǘƘŀǘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŦŀŎǘƻǊȅ ŀŎǘƛǾƛǘȅ 

in July contracted the most in 15 months 

 

US economy speeds up in second quarter ς Pg. 3 

- The US economy accelerated in the second quarter after a stronger start to the year than 

ǇǊŜǾƛƻǳǎƭȅ ŜǎǘƛƳŀǘŜŘΧ 

- D5t ǊƻǎŜ ōȅ ŀƴ ŀƴƴǳŀƭƛȊŜŘ нΦо҈ ƛƴ ǘƘŜ ǉǳŀǊǘŜǊ ǘƻ WǳƴŜΧƳŀǊƎƛƴŀƭƭȅ ǎƘȅ ƻŦ ²ŀƭƭ {ǘǊŜŜǘ 

forecasts of 2.5% growth 

- ΧǊŜǾƛǎƛƻƴǎ ŦŀǘƘŜǊ ōŀŎƪ ǎǳƎƎŜǎǘŜŘ ǘƘŜ ¦{ Ƙŀǎ ƘŀŘ ŀƴ ŜǾŜƴ ƳƻǊŜ ǎƭǳƎƎƛǎƘ ǊŜŎƻǾŜǊȅ ǎƛƴŎŜ ǘƘŜ 

crash 

- The US Federal Reserve has signaled that it remains on track to raise interest rates from 

near-ȊŜǊƻ ƭŜǾŜƭǎ ǎƛƴŎŜ нллуΣ ƛƴ ǇŀǊǘ ōŜŎŀǳǎŜ ƻŦ άƳƻŘŜǊŀǘŜƭȅέ ŜȄǇŀƴŘƛƴƎ ŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅ 

- /ƻƴǎǳƳŜǊǎΩ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ ǎǇŜƴŘ ƳƻǊŜ ǿƛƭƭ ōŜ ŀ ƪŜȅ ŦŀŎǘƻǊ ƛƴ ǘƘŜ CŜŘΩǎ ǿƛƭƭƛƴgness to follow 

through with its hints of a rate rise 

- ΧǎŀǾƛƴƎǎ ǊŀǘŜ ŦŜƭƭ ƛƴ ǘƘŜ ǎŜŎƻƴŘ ǉǳŀǊǘŜǊ ǘƻ пΦу҈ ŦǊƻƳ рΦн҈ ƛƴ ǘƘŜ ŦƛǊǎǘ 

 



DƻƻƎƭŜ ŘŜŦƛŜǎ ΨǊƛƎƘǘ ǘƻ ōŜ ŦƻǊƎƻǘǘŜƴΩ ŘŜƳŀƴŘǎ ς Pg. 17 

- DƻƻƎƭŜ ǿƛƭƭ ŘƛǎƻōŜȅ ŀ ŦƻǊƳŀƭ ƴƻǘƛŎŜ ŦǊƻƳ CǊŀƴŎŜΩǎ ǇǊƛǾŀŎȅ ǿŀǘŎƘŘƻƎΣ ǿƘƛŎƘ has demanded 

ǘƘŜ ŎƻƳǇŀƴȅ ŜȄǘŜƴŘǎ 9ǳǊƻǇŜΩǎ άǊƛƎƘǘ ǘƻ ōŜ ŦƻǊƎƻǘǘŜƴέ ƻƴƭƛƴŜ ŀǊƻǳƴŘ ǘƘŜ ǿƻǊƭŘΣ ƛƴ ŀ ƳƻǾŜ 

that risks further legal action 

- In a controversial ruling last year, the European Court of Justice found citizens have the right 

to ask internet search engines to remove embarrassing or sensitive results that include their 

name 

- DƻƻƎƭŜ ǎŀƛŘ ȅŜǎǘŜǊŘŀȅ ƛǘ ǿƛƭƭ άǊŜǎǇŜŎǘŦǳƭƭȅ ŘƛǎŀƎǊŜŜέ ǿƛǘƘ ǘƘŜ ǿŀǘŎƘŘƻƎΩǎ ŘŜƳŀƴŘǎΣ ŀŘŘƛƴƎ 

that it has asked for the formal notice to be removed 

- France would be the first country to open a sanctions process over the right to be forgotten, 

Χ 

 

Answer: This goes to earlier comments I made, one must diversify income to passive sources, i.e. real 

estate, as soon in life as possible.  Also, social media has made us all responsible for our conduct 

ǇŜǊǎƻƴŀƭƭȅ ŀǎ ǿŜƭƭ ŀǎ ǇǊƻŦŜǎǎƛƻƴŀƭƭȅΦ  ¢ƘŜ ŘŜƴǘƛǎǘ ǘƘŀǘ ǎƘƻǘ /ŜŎƛƭΩǎ ōǳǎƛƴŜǎǎ ǿŜƴǘ ŦǊƻƳ ŦƛŦǘƘ ƎŜŀǊ ǘƻ 

reverse literally overnight.  Also, how much do dentists really earn that they can afford $55,000 hunting 

license fees? 

 

30 July 2015 

 

Question: What was the date what the CME Group began its market for real estate derivatives, i.e. case-

shiller? 

 

Fed signals rate rise ahead but keeps options open on timing ς Pg. 1 

- In a statement after its policy meeting yesterday, the US central bank gave stronger 

endƻǊǎŜƳŜƴǘ ƻŦ ǇǊƻƎǊŜǎǎ ƛƴ ǘƘŜ Ƨƻōǎ ƳŀǊƪŜǘΣ ǎŀȅƛƴƎ ƛǘ ǿŀǎ ǎŜŜƛƴƎ άǎƻƭƛŘέ Ƨƻōǎ Ǝŀƛƴǎ ŀƴŘ 

suggesting it was nearing its goals on full employment 

- The recent decline in oil prices prompted to stabilizing energy prices, highlighting the 

uncertainty within the Fed on inflation 

- As expected, the Fed left its target range for short-term rates at the near-zero level they 

have occupied since late 2008 

- ¢ƘŜ ŘƻƭƭŀǊ ǊƻǎŜ лΦт҈ ǘƻ ϷмΦлфуп ŀƎŀƛƴǎǘ ǘƘŜ ŜǳǊƻ ŀŦǘŜǊ ǘƘŜ ǊŜƭŜŀǎŜ ƻŦ ǘƘŜ CŜŘΩǎ ƭŀǘŜǎǘ 

assessment of the economy.  Yields on US government bonds, which had been higher before 

the release of the statement in anticipation of more explicitness on the timing of a rate rise, 

fell slightly 

- Business investment and exports remained soft, and inflation was continuing to run below 

the CŜŘΩǎ н҈ ǘŀǊƎŜǘΣ ǿƛǘƘ ƛƴŦƭŀǘƛƻƴ ŜȄǇŜŎǘŀǘƛƻƴǎ ƛƴ ƳŀǊƪŜǘǎ ǊŜƳŀƛƴƛƴƎ ƭƻǿΣ Χ 

 

Fed has global investors begging ς ŀƴŘ ǘƘŜƴ ΨǎƻƳŜΩ ς Pg. 3 

- The Fed chair has shifted the central bank away from its practice of giving commitments on 

the timing of monetary policy changes, stressing instead that it will follow a more flexible 

approach as it is guided by economic data 

- The other main requirement the Fed has set itself before lifting rates is that it should have 

άǊŜŀǎƻƴŀōƭŜ ŎƻƴŦƛŘŜƴŎŜέ ǘƘŀǘ ƛƴŦƭŀǘƛƻƴ ƛǎ ƘŜŀŘƛƴƎ ōŀŎƪ ǘƻǿards its 2% tareget 



- !ƴƴǳŀƭ ǇǊƛŎŜ ƎǊƻǿǘƘ Ƙŀǎ ƘƻǾŜǊŜŘ ōŜƭƻǿ ǘƘŜ CŜŘΩǎ н҈ ǘŀǊƎŜǘ ŦƻǊ ŀ ǘƘƛǊŘ ȅŜŀǊΣ ŀƴŘ ƳŀǊƪŜǘ 

expectations remain low 

 

Occupational ret tape costs millions of jobs, warns White House ς Pg. 3 

- ¢ƘŜ ŎƻǳƴǘǊȅΩǎ ƻōǎŜǎǎƛƻƴ ǿƛǘƘ ƻŎŎǳǇŀǘƛƻƴŀƭ ƭƛŎŜƴǎŜǎ ǎits awkwardly with its reputation for 

free market capitalism, but one in four US workers require a license to do their jobs 

- One of the malign effects is to heighten the barriers into the workforce for vast population 

ƻŦ ƛƴŘƛǾƛŘǳŀƭǎ ǿƛǘƘ ŎǊƛƳƛƴŀƭ ǊŜŎƻǊŘǎΣ Χ 

- Between 70m and 100m people in the US have such a record, and this is in many cases an 

obstacle to qualifying for an occupational license, even if the conviction is not relevant to 

ǘƘŜ ǘȅǇŜ ƻŦ ƭƛŎŜƴǎŜ ǎƻǳƎƘǘ όtǊƻŦ bƻǘŜΥ [ƛǘǘƭŜ ƪƴƻǿƴ άǎŜŎǊŜǘέΣ ǎŜǾŜǊŀƭ ƻŦ Ƴy classes lecture 

notes were written inside prison walls (not by me!).  There is a HUGE untapped resource in 

highly educated individuals needing a second chance!) 

 

New bond indices to exclude emerging issuers ς Pg. 18 

- BAML will create new bond indices that exclude emerging market issuers, after rating 

downgrades to Russian and Brazilian companies prompted concern about their inclusion in a 

widely tracked benchmark 

- Falling commodity prices and a stronger US dollar have exerted significant pressure across 

many emerging market economies this year, souring the macro outlook for a number of 

countries including Brazil, Russia, Turkey, Indonesia, Columbia, and South Africa 

 

Answer: May 2006 

 

29 July 2015 

 

Question: What are three measures of central location? 

 

Currencies mauled after China rout ς Pg. 1 

- Emerging market currencies have slumped to 15-ȅŜŀǊ ƭƻǿǎ ŀǎ /ƘƛƴŀΩǎ Ŝǉǳƛǘȅ Ǌƻǳǘ ŀƴŘ ŦǊŜŜ-

falling commodity prices reverberate throughout the global economy 

- Raw-material exporters Brazil, Russia and Columbia have suffered some of the heaviest sell-

offs as the fall in the price of commodities such as oil, copper and Iron ore continued 

ǳƴŀōŀǘŜŘ ǘƘƛǎ ǿŜŜƪΣΧΦ 

- Currency markets act as a bellwether for investor sentiment, so the slump raises the 

likelihood of a deeper sell-off in equity and debt markets 

- .ŜƛƧƛƴƎΩǎ ŦŀƛƭǳǊŜ ǘƻ ǎǘŀōƛƭƛȊŜ ƛǘǎ ŘƻƳŜǎǘƛŎ ǎǘƻŎƪ ƳŀǊƪŜǘ ƛƴ ǊŜŎŜƴǘ Řŀȅǎ ŦƻƭƭƻǿƛƴƎ ŀƴ 

unprecedented sell-off has alarmed global investors 

- The Brazilian real and Columbian peso have fallen by 22% and 17% respectively so far this 

ȅŜŀǊΣΧ 

- Χŀ ŘŜǇǊŜŎƛŀǘƛƴƎ ŎǳǊǊŜƴŎȅ ƛǎ ǿŜƭŎƻƳŜŘ ōȅ ǎƻƳŜ ŎƻǳƴǘǊƛŜǎ ōŜŎŀǳǎŜ ƛǘ ƳŀƪŜǎ ǘƘŜƛǊ ŜȄǇƻǊǘǎ 

more competitive, it also increases import prices and the cost of servicing debt 

denominated in foreign currencies, threatening financial stability 

 



DŜǊƳŀƴ ΨǿƛǎŜ ƳŜƴΩ ōŀŎƪ ŜǳǊƻ ŜȄƛǘ ŀǎ ƭŀǎǘ ǊŜǎƻǊǘ ς Pg. 2 

- /ƻǳƴǘǊƛŜǎ ǎƘƻǳƭŘ ōŜ ŀōƭŜ ǘƻ ŜȄƛǘ ǘƘŜ ŜǳǊƻ ŀǎ ŀ άƭŀǎǘ ǊŜǎƻǊǘέ ƛŦ ǘƘŜȅ Ŏŀƴƴƻǘ ƳŀƴŀƎŜ ǘƘŜƛǊ 

ŘŜōǘǎΣ ǘƘŜ DŜǊƳŀƴ ƎƻǾŜǊƴƳŜƴǘΩǎ ƛƴŘŜǇŜƴŘŜƴǘ ŜŎƻƴƻƳƛŎ ŀŘǾƛǎŜǊǎ ǎŀȅΣ ƛƴ ŀ ǎƛƎƴ ƻŦ .ŜǊƭƛƴΩǎ 

hardening attitude towards propping up fellow members of the single currency 

 

{ϧt ǿŀǊƴǎ .ǊŀȊƛƭΩǎ ŎǊŜŘƛǘ ǊŀǘƛƴƎ ƛǎ ŀǘ Ǌƛǎƪ ς Pg. 4 

- ¢ƘŜ ŀƎŜƴŎȅ ǇƭŀŎŜŘ .ǊŀȊƛƭΩǎ ŦƻǊŜƛƎƴ ŎǳǊǊŜƴŎȅ ǊŀǘƛƴƎΣ ǿƘƛŎƘ ƛǎ ƻƴŜ ƴƻǘŎƘ ŀōƻǾŜ ƧǳƴƪΣ ƻƴ 

ƴŜƎŀǘƛǾŜ ƻǳǘƭƻƻƪ ŦƻǊ ǇƻǎǎƛōƭŜ ŘƻǿƴƎǊŀŘŜΣ ƛƴƛǘƛŀƭƭȅ ǿŜŀƪŜƴƛƴƎ .ǊŀȊƛƭΩǎ ŎǳǊǊŜncy, the real, by 

as much as 2% against the dollar 

- The government is under pressure to rein in spending and restore the budget to a primary 

fiscal surplus ς the balance before interest payments ς a measure that is considered a 

crucial indicator of the health of public finances 

 

Fed language all important for signal of interest rate rise ς Pg. 4 

- ²Ƙȅ ƛǎ ǘƘŜ ǎǘŀǘŜƳŜƴǘ ƛƳǇƻǊǘŀƴǘΚ  Χ ¢ƘŜ CŜŘ Ƙŀǎ ŜŘƎŜŘ ŦǊƻƳ ƎƛǾƛƴƎ ŦƻǊƳŀƭ ƎǳƛŘŀƴŎŜ ǘƻ ǘƘŜ 

markets on what it will do with interest rates, preferring to indicate progress via its 

description of the economy in regular FOMC statements 

- ²Ƙȅ Řƻ ǘƘŜȅ ǿŀƴǘ ǘƻ ōŜ ŦƭŜȄƛōƭŜΚ  Χ ²ƘƛƭŜ ǘƘŜ CŜŘ ǘƘƛƴƪǎ ǘƘŜ ¦{ ƛǎ ŀǇǇǊƻŀŎƘƛƴƎ ǘƘŜ ǎǘŀǘŜ ŀǘ 

which it needs higher rates, things are still in flux and a lot of economic data are due to be 

released before its September meeting.  In particular, there are two more jobs reports to 

come, a closely followed gauge of wages and salaries, as well as consumer data and inflation 

numbers 

- Tomorrow will bring the first take of US GDP growth in the secoƴŘ ǉǳŀǊǘŜǊΣ Χ 

 

Answer: aŜŀƴΣ aŜŘƛŀƴΣ aƻŘŜΣ ŀƭǎƻ ¢ǊƛƳƳŜŘ aŜŀƴ ƻǊ Lvw όtǊƻŦ bƻǘŜΥ ¢Ƙƛǎ ƛǎ ŀ ǉǳŜǎǘƛƻƴ ƻƴ ǘƻƴƛƎƘǘΩǎ 

Ŧƛƴŀƭ ŜȄŀƳƛƴŀǘƛƻƴ ŦƻǊ wŜŀƭ 9ǎǘŀǘŜ CƛƴŀƴŎŜΧL ƘƻǇŜ ȅƻǳ ŀǊŜ ǊŜŀŘƛƴƎ ǘƘƛǎΗ J) 

 

28 July 2015 

 

Question: Can a right of way created under an easement on a Deed in Maryland be transferred? 

 

Renewed stock storm deals blow to Beijing after action to halt rout ς Pg. 1 

- The Shanghai stock market saw the second-biggest fall in its history yesterday, posing a 

dilemma for the Chinese authorities after their unprecedented attempts over the past 

month to try to stop the rout in equities 

- ¢ƘŜ {ƘŀƴƎƘŀƛ /ƻƳǇƻǎƛǘŜ ǎŀƴƪ уΦр҈ΣΧ 

- ¸ŜǎǘŜǊŘŀȅΩǎ ǘǳǊōǳƭŜƴŎŜ ǿƛƭƭ ŀŘŘ ǘƻ ǇǊŜǎǎǳǊŜ ƻƴ ǘƘŜ ǊǳƭƛƴƎ /ƻƳƳǳƴƛǎǘ ǇŀǊǘȅ ǘƻ ǘŀƪŜ ƳƻǊŜ 

action to encourage growth, with calls for another reduction in interest rates and a cut in 

the amount banks must hold in reserve 

- The policy response has included a ban on short selling, barring sales by big shareholders, 

ŀƴŘ ǘƘŜ ŜȄǘŜƴǎƛƻƴ ƻŦ ƭƻŀƴǎ ǘƻ ōǊƻƪŜǊŀƎŜǎ ŦǊƻƳ /ƘƛƴŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ 

 

ECB under pressure to increase firepower ς Pg. 2 



- ¢ƘŜ LaC ǇǊŀƛǎŜŘ ǘƘŜ v9 ǇǊƻƎǊŀƳƳŜΣ ǎŀȅƛƴƎ ƛǘ άǎǘǊƻƴƎƭȅ ǎǳǇǇƻǊǘǎέ ǘƘŜ 9/.Ωǎ Ǉƭŀƴǎ ǘƻ ƪŜŜǇ 

the bond purchases running to the end of September 2016, and credited the policy with 

preventing the six-month Greek crisis from causing more damage to the wider Eurozone 

- !ƴƴǳŀƭ 9ǳǊƻȊƻƴŜ ƛƴŦƭŀǘƛƻƴ ƛǎ лΦн҈ ŀƴŘ Ƙŀǎ ŎƻƴǎƛǎǘŜƴǘƭȅ ǳƴŘŜǊǎƘƻǘ ǘƘŜ 9/.Ωǎ ǘŀǊƎŜǘ ƛƴ ǊŜŎŜƴǘ 

years, reaching a low of minus 0.6% at the start of this year 

- The QE programme is already controversial in Germany, where leaders have questioned 

whether the massive bond buying would be effective, arguing that high government debt 

ƭŜǾŜƭǎ ŀƴŘ ŦŀƛƭǳǊŜ ǘƻ ƛƳǇƭŜƳŜƴǘ ŜŎƻƴƻƳƛŎ ǊŜŦƻǊƳǎ ƭƛŜ ŀǘ ǘƘŜ ƘŜŀǊǘ ƻŦ ǘƘŜ ǊŜƎƛƻƴΩǎ ŦŀƛƭǳǊŜ ǘƻ 

recover quickly from the Eurozone crisis 

- ¢ƘŜ LaC ŎŀƭƭŜŘ ŦƻǊ άŎƻǳƴǘǊƛŜǎ ǿƛǘƘ ŦƛǎŎŀƭ ǎǇŀŎŜέ ς a clear reference to Germany ς to use 

public money to spur investment, something Berlin has beenloath to do because of political 

commitments to maintain a balanced budget 

 

Fed and BoE signal rises in rates amid muddled data ς Pg. 2 

- An increase in borrowing costs in the US and UK will see monetary conditions in those two 

economies diverge from the Eurozone, Japan and China, where central banks remain in 

easing mode.  A rise will also have consequences for emerging markets 

- Investors are pricing in first rate rise in the US by December, with the BoE moving in 

February  

 

Puerto Rico can avoid default, creditors told ς Pg. 22 

- Puerto Rico can avoid a sweeping restructuring of its $72bn debt pile by eliminating its 

deficit and boǊǊƻǿƛƴƎ ƛƴ ǘƘŜ ǎƘƻǊǘ ǘŜǊƳΣ Χ 

- The latest report argues instead that Puerto Rico can move to a surplus by fiscal year 2017, 

Χ 

- While the report said Puerto Rico could avoid a broad-based restructuring, it noted the 

island had about 18 different debt issuing entities all with different legal protection and 

ŦƛƴŀƴŎƛŀƭ ŎŀǇŀōƛƭƛǘƛŜǎΦ  9ŀŎƘ ǎƘƻǳƭŘ ōŜ ŎƻƴǎƛŘŜǊŜŘ ƛƴŘƛǾƛŘǳŀƭƭȅΣΧΦ 

- Among the more controversial issues is whether any restructuring would involve its general 

obligation bonds.   

- The island collects only about 56% of its potential tax revenue.  Bringing Puerto Rico into 

ƭƛƴŜ ǿƛǘƘ ǘƘŜ ¦{ ǎǘŀǘŜ ŀǾŜǊŀƎŜ ƻŦ уо҈ ŎƻǳƭŘ ōǊƛƴƎ ƛƴ ŀƴ ŀŘŘƛǘƛƻƴŀƭ ϷмΦмōƴΣ Χ 

- Meanwhile, total governmental expenses have risen 29% in the past decade, even as 

population has declined 6% 

 

Answer: As a general rule, no.  (Prof Note: I am still working on my issue which is now larger than this 

ŀƴŘ ǊŜǉǳƛǊŜǎ ǇǳƭƭƛƴƎ ǘƘŜ ŘŜŜŘǎ ŦƻǊ ŀƭƭ ǘƘŜ ǎǳǊǊƻǳƴŘƛƴƎ ǇǊƻǇŜǊǘƛŜǎΧƴƻǘƘƛƴƎ ƛǎ ŜŀǎȅΗ  IƻǿŜǾŜǊΣ ǘƘŜ 

ǊŜǎǇƻƴǎŜǎ ǿŜǊŜ ƻǾŜǊǿƘŜƭƳƛƴƎΧǘƘŀƴƪ ȅƻǳΦ  L ǿƛƭƭ ƪŜŜǇ ȅƻǳ ǳǇŘŀǘed on the Hatfield v McCoy issue.) 

 

27 July 2015 

 

Question: What are the three measures of efficiency? 

 

Developing world suffers retail slowdown ς Pg. 2 



- Retail sales growth in commodity-rich developing countries has slipped to its lowest level for 

six yearǎΣ ΧǳƴŘŜǊƭƛƴƛƴƎ Ƙƻǿ ōǊƻŀŘŜǊ ŜŎƻƴƻƳƛŎ ƳŀƛƭŀƛǎŜ Ƙŀǎ Ƙƛǘ ŎƻƴǎǳƳŜǊǎΩ ǇƻŎƪŜǘǎ 

- The slowdown in consumer spending, which is particularly pronounced in Russia, Brazil, 

Columbia, Chile and South Africa, shows how the impact of lackluster commodity exports is 

weighing increasingly heavily upon shopping habits in the developing world 

- Retail sales growth in developing countries that are not exporters of commodities slipped to 

нΦс҈ ƛƴ aŀȅ ŦǊƻƳ нΦт҈ ƛƴ !ǇǊƛƭΣ Χ 

- It marked the lowest level since October 2009, when retail sales growth averaged 2.2%, and 

was well off the 6.8% growth registered in May last year 

- Overall emerging market GDP growth in May fell to 3.5%, down from 3.6% in April and well 

off a post-ŎǊƛǎƛǎ ǇŜŀƪ ƻŦ мл҈ ƛƴ нлмлΣΧ 

- Overall, average retail spending growth in emerging markets dropped to 5.9% in May, down 

from 6.2% in April ς highlighting the strength of flagging consumer activity in latin American 

and emerging European commodity exporters 

 

Downgrade fear as Brazil faces possible budget deficit ς Pg. 2 

- .ǊŀȊƛƭΩǎ ŜŎƻƴƻƳȅ Ƴŀȅ ōŜ ƛƴ ŦǊŜŜŦŀƭƭ ōǳǘ ǳƴǘƛƭ ǊŜŎŜƴǘƭȅ ƛǘǎ ƘŀǊŘ-pressed citizens could at least 

count on the commitment of their famously hawkish finance minister to limit the damage 

- ¢ƘŜ ƴŜǿǎ ŘǊƻǾŜ .ǊŀȊƛƭΩǎ ŎǳǊǊŜƴŎȅΣ ǘƘŜ ǊŜŀƭΣ ǘƻ ŀ мн-year low against the dollar and knocked 

2.18% off the benchmark iBovespa stock index amid speculation over whether Brazil can 

maintain its investment grade rating 

- ¢ƘŜ ŎƘŀƴƎŜǎ ƳŜŀƴ ǘƘŀǘ .ǊŀȊƛƭΩǎ ƎǊƻǎǎ ǇǳōƭƛŎ ŘŜōǘΣ ƛƴǎǘŜŀŘ ƻŦ ǎǘŀōƛƭƛȊƛƴƎΣ ǿƛƭƭ ǊƛǎŜ ŦǊƻƳ ср҈ 

this year to 70% by tƘŜ ŜƴŘ ƻŦ нлмтΣ Χ 

 

Answer: Coefficient of Variation (CV), Sharpe, and Treynor 

 

25 July 2015 

 

Question: If you want your money to double in 10 years, what growth rate must you have per annum? 

 

India to curb central bank over rate setting ς Pg. 4 

- LƴŘƛŀΩǎ ƎƻǾernment has signaled it will remove control of interest rates from the central 

bank, in a plan that has been attacked by some economists and bankers as a threat to 

independent monetary policy but welcomed by others as an overdue modernization 

 

US income equality rises up political agenda ς Pg. 4 

- With the median household incomes at similar levels to the 1990s and the top 10% of the 

population controlling three-ǉǳŀǊǘŜǊǎ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǿŜŀƭǘƘΣ ǘƘŜ ƛǎǎǳŜ Ƙŀǎ ōŜŎƻƳŜ ǘƻƻ 

dominant in public discourse for politicians to avoid 

- The Federal minimum is $7.25 an hour, which his below the inflation-adjusted peak of $8.54 

ƛǘ ǊŜŀŎƘŜŘ ƛƴ мфсуΣ ΧŀƴŘ ǎƛƴŎŜ ǘƘŜ ƭŀǎǘ ƛƴŎǊŜŀǎŜ ƛƴ нллф ƛǘ Ƙŀǎ ƭƻǎǘ у҈ ƻŦ ƛǘǎ ǇǳǊŎƘŀǎƛƴƎ 

power 

 

Fed and BoE roar ahead of rate race rivals ς Pg. 11 



- The market thinks the Fed will raise interest rates later this year, the BoE early in 2016 

- Yet in the bond market, there has been a cool response to US and UK rate expectations.  

One big difference at the moment is how bond traders expect a modest pace of interest rate 

shifts in the coming years from the current low levels maintained by the US and UK central 

banks 

- Other factors have weighted on bond yields, among them the depressed nature of inflation 

Ǝƭƻōŀƭƭȅ ŀƴŘ ǘƘŜ 9/.Ωǎ ǎǘƛƳǳƭǳǎ ǇǊƻƎǊŀƳƳŜ 

 

Answer: 7.20% (remember rule of 72) 

 

24 July 2015 

 

Question: What is the only segment of consumer loans growing in the U.S.? 

 

Amazon grabs most valuable retailer crown from Walmart as profits rise 20% - Pg. 1 

- ΧǾŀƭǳŜŘ ŀǎ ƘƛƎƘ ŀǎ Ϸнстōƴ ŀŦǘŜǊ ŀ мф҈ ǎƘŀǊŜ ǇǊƛŎŜ ǎǳǊƎŜ ƛƴ ŀŦter-hours trading 

- Walmart, with its network of physical stores around the US, had a market capitalization of 

$235bn yesterday 

 

IMF warns Tokyo to step up Abenomics strategy ς Pg. 4 

- ¢ƘŜ LaC Ƙŀǎ ǿŀǊƴŜŘ WŀǇŀƴ ǘƘŀǘ ƛǘ ƴŜŜŘǎ ǘƻ άǊŜƭƻŀŘέ ƛǘǎ !ōŜƴƻƳƛŎǎ ǊŜŦƻǊƳǎ ƻƴ risk slowing 

growth, stagflation and turmoil in financial markets 

- ΧLaC ȅŜǎǘŜǊŘŀȅ ǎŀƛŘ ǘƘŜ ǿƻǊƭŘΩǎ ǘƘƛǊŘ-largest economy was in modest recovery and 

predicted it would grow at a rate of 0.8% in 2015 and 1.2% in 2016 

 

Citi says households driving down Mexico peso ς Pg. 20 

- The Mexico peso is one of the worst performing EM currencies this year, even though the 

country is widely regarded as a rare bright spot in a gloomy emerging world 

- An explanation often offered is that, as one of the most liquid of EM currencies, the peso is 

among the first assets to be sold when investors become broadly averse to EM risk, 

whatever their views of Mexico itself 

 

Answer: Student Loans current at $1.2tn 

 

23 July 2015 

 

Question: Approximately what percentage of student loans are greater than 90 days past due? 

 

Weakening economy forces Brazil to reduce its target for balanced budget ς Pg. 1 

- ΧǘƘŜ ōǳŘƎŜǘ ōŀƭŀƴŎŜ ōŜŦƻǊŜ ƛƴǘŜǊŜǎǘ ǇŀȅƳŜƴǘǎΣ ŦǊƻƳ мΦн҈ ƻŦ D5t ǘƻ Ƨǳǎǘ лΦмр҈ 

- .ǊŀȊƛƭΩǎ ŎǳǊǊŜƴŎȅΣ ǘƘŜ ǊŜŀƭΣ ǿŜŀƪŜƴŜŘ мΦсм҈ ŀƎŀƛƴǎǘ ǘƘŜ ŘƻƭƭŀǊΧΦ 

- The reduction in the target for the primary fiscal surplus, considered the main gauge of the 

ƘŜŀƭǘƘ ƻŦ ǇǳōƭƛŎ ŦƛƴŀƴŎŜǎ ƛƴ [ŀǘƛƴ !ƳŜǊƛŎŀΩǎ ƭŀǊƎŜǎǘ ŜŎƻƴƻƳȅΣΣ ǿŀǎ ŦƻǊŎŜŘ ōȅ ŀ ǊŀǇƛŘ 

weakening of the economy 



- The government originally expected the economy to grow 0.8% this year but revised that 

yesterday to a decline of 1.49% 

- .ǊŀȊƛƭΩǎ ŜŎƻƴƻƳȅ ƛǎ ǎǳŦŦŜǊƛƴƎ ŀ ƘŀƴƎƻǾŜǊ ŦǊƻƳ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ŎƻƳƳƻŘƛǘƛŜǎ ōƻƻƳ ŀƴŘ ŀ 

prolonged period of fiscal stimulus.  That has generated a toxic mix of sluggish growth and 

persistent inflation 

 

Eurozone borrowing at a record level ς Pg. 2 

- Debt levels in the Eurozone have reached a record high despite the incipient economic 

recovery in the region, underlining the challenges governments face in tackling the legacy of 

the sovereign debt crisis 

- ¢ƘŜ 9/.Ωǎ ǇǊƻƎǊŀƳƳŜ ƻŦ ǉǳŀƴǘƛǘŀǘƛǾŜ ŜŀǎƛƴƎ Ƙŀǎ ǇǳǎƘŜŘ Řƻǿƴ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ǘƻ ǳƭǘǊŀ-low 

levels, encouraging governments to borrow more in the early part of this year, despite the 

turmoil in Greece 

- Across countries that use the euro, average debt to GDP reached 92.9% in the first quarter 

ƻŦ нлмрΣ ǳǇ ŦǊƻƳ фн҈ ƛƴ ǘƘŜ ǇǊŜǾƛƻǳǎ ǉǳŀǊǘŜǊ ŀƴŘ фмΦф҈ ƛƴ ǘƘŜ ǎŀƳŜ ǇŜǊƛƻŘ ƭŀǎǘ ȅŜŀǊΣΧ 

- DǊŜŜŎŜ ǊŜƳŀƛƴǎ 9ǳǊƻǇŜΩǎ Ƴƻǎǘ ƛƴŘŜōǘŜŘ ƴŀǘƛƻƴΣ ǿƛǘƘ ōƻǊǊƻǿƛƴƎ Ŝǉǳŀƭ ǘƻ мсф҈ ƻŦ ŀƴƴǳŀƭ 

GDP, but Italy, Belgium, Cyprus and Portugal also carry government debt that exceeds 100% 

of economic output 

- ¢ƘŜ ǊŜƎƛƻƴΩǎ ŜŎƻƴƻƳȅ ŜȄǇŀƴŘŜŘ лΦп҈ ƛƴ ǘƘŜ ŦƛǊǎǘ ǉǳŀǊǘŜǊ ƻŦ ǘƘƛǎ ȅŜŀǊ ς while the US saw a 

contraction 

- .ǊƛǘŀƛƴΩǎ ŜŎƻƴƻƳȅ ŜȄǇŀƴŘŜŘ ƴŜŀǊƭȅ о҈ ƭŀǎǘ ȅŜŀǊΣ ōǳǘ ƎƻǾŜǊƴƳŜƴǘ ŘŜōǘ ŀǎ ŀ ǇǊƻǇƻǊǘƛƻƴ ƻŦ 

GDP climbed from 87.3% to 89.4% because of high budget deficit of 5.7% 

 

Navient fuels US student loan fears ς Pg. 16 

- bŀǾƛŜƴǘ /ƻǊǇΣ ǘƘŜ ¦{Ωǎ ƭŀǊƎŜǎǘ ǎǘǳŘŜƴǘ ƭƻŀƴ ǎŜǊǾƛŎƛƴƎ ŎƻƳǇŀƴȅ, gave a glimpse into 

worsening trends in the $1.2tn market as it reported a 40% drop in profits owing to a big 

rise in provisions and a squeeze on interest margins 

- Student loans have been the only consumer debt segment to grow in the US since the 

Lehman crisis, with the total outstanding more than doubling since 2008.  At the same time, 

fears have risen that the jobs market is not strong enough to support such towering 

amounts of debt 

- Navient, which was spun off from Sallie Mae last year, added to such concerns on Tuesday 

by confirming problems among a group of higher-risk borrowers who already had student 

loans but decided on further study during the recession, deferring their loans and beginning 

to repay them only last year 

- Keeping tabs on the student loan market, the largest source of consumer debt in the US 

economy after mortgages, has long been a policy focus of the US government, which 

underwrites about 92% of the debt via the federal direct loan programme 

- ΧΦǘƘŜ Ŏƭŀǎǎ ƻŦ нлмп ƎǊŀŘǳŀǘŜ ǿƛǘƘ ŀǾŜǊŀƎŜ ƭƻŀƴǎ ƻŦ ϷооΣллл 

- At the end of the first quarter, 11.1% of student debt was more than 90 days delinquent, 

ΧŘƻǿƴ ǎƭƛƎƘǘƭȅ ŦǊƻƳ ммΦо҈ ƛƴ ǘƘŜ ŦƻǳǊǘƘ ǉǳŀǊǘŜǊ ƭŀǎǘ ȅŜŀǊ 

 

Answer: 11.0% 

 



22 July 2015 

 

Question: What is a Swap? 

 

Apple loses $66bn in value after results fail to impress ς Pg. 1 

- !ǇǇƭŜΩǎ ǎƘŀǊŜ ǇǊƛŎŜ Ƙŀǎ ƎŀƛƴŜŘ ōȅ ƳƻǊŜ ǘƘŀƴ ŀ ǘƘƛǊŘ ƛƴ ǘƘŜ past 12 months but it has failed to 

ōǊŜŀƪ ŀōƻǾŜ CŜōǊǳŀǊȅΩǎ ŀƭƭ-time high of $133, with its growth prospects in China casting a 

long shadow 

- (Prof Note: I will admit to still using a blackberry.  I will further admit that I have never 

ŘƻǿƴƭƻŀŘŜŘ ŀƴ άŀǇǇέΦ  CƛƴŀƭƭȅΣ L ŀƳ ǿƻǊǊƛŜŘ L ŀƳ ǘƻƻ ΨȅƻǳƴƎΩ ǘƻ ōŜŎƻƳŜ ŀ ŘƛƴƻǎŀǳǊ ŀƴŘ ǿƛƭƭ 

purchase an iPhone (the big screen, of course, I am getting younger) in September.  I need 

ǘƻ ǎŜŜ ǿƘŀǘ ŎŀǇǘǳǊŜǎ ǎǘǳŘŜƴǘΩǎ ŀǘǘŜƴǘƛƻƴ ŀǘ ǘƘŜ ŜȄǇŜƴǎŜ ƻŦ a9Η J) 

 

Brics lender opens a challenger to World Bank ς Pg. 4 

- A new Brics development bank was formally launched in Shanghai yesterday, with 

representatives from Brazil, Russia, India, China and South Africa envisaging a nimbler, more 

responsive alternative to institutions such as the World Bank 

- The inauguration of the lender, officially called the New Development Bank, comes less than 

a month after the launch of the China-led Asian Infrastructure Development Bank, which 

similarly aims to create a parallel global investment institution in which developing countries 

have greater influence 

- But unlike AIIB, NDB will not limit itself to Asia.  Excluding South Africa, the four original Bric 

ŎƻǳƴǘǊƛŜǎ ŎƻƳǇǊƛǎŜ ƳƻǊŜ ǘƘŀƴ пл҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇƻǇǳƭŀǘƛƻƴΣ ŀ ǉǳŀǊǘŜǊ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ 

population, a quarter of tƘŜ ǿƻǊƭŘΩǎ ƭŀƴŘ ŀǊŜŀ ŀƴŘ ƳƻǊŜ ǘƘŀƴ нр҈ ƻŦ Ǝƭƻōŀƭ D5t 

 

Emerging markets shed jobs as slowdown worsens ς Pg. 6 

- Unemployment across emerging markets has risen sharply this year, reversing a six-year 

slide, even as it has continued to fall in developed countries 

- The figures compound a worsening slowdown in emerging markets, driven by a decline in 

commodity prices and a fall off in global trade, which threatens to drag consumer spending 

down further 

- Across emerging markets, unemployment has risen to 5.7%, from a cyclical low of 5.2% in 

WŀƴǳŀǊȅΣ ǘƘŜ ǎƘŀǊǇŜǎǘ ǊƛǎŜ ǎƛƴŎŜ ǘƘŜ Ǝƭƻōŀƭ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎΣ Χ 

- The rise in joblessness comes as emerging market economic growth is at its slowest since 

the 2009 slump as developing nations struggle with the impact of a stronger US dollar and 

weaker commodity prices 

- Recession-plagued Brazil has seen joblessness jump from 5% to 6.3% since the turn of the 

year, while over the same period unemployment in Russia has risen 0.7% to 5.9%.   

- In contrast, unemployment is still dropping in developed markets, with both the US and 

Eurozone seeing joblessness fall by 0.4%, to 5.3% and 11.1% respectively, since December, 

ŀƴŘ WŀǇŀƴΩǎ ǊŀǘŜ ǘƛŎƪƛƴƎ Řƻǿƴ ŀǎ ǿŜƭƭ 

 

US oil price falls to lowest for three months ς Pg. 22 



- US crude oil slipped below $50 a barrel yesterday, touching the lowest level since April, as a 

persistent supply glut and expectations for higher interest rates from the Federal Reserve 

before the end of the year, kept West Texas Intermediate on track for tis biggest monthly 

slide of 2015 

- The shale boom has so far proved resilient in the face of lower prices, with once fast-

growing output slowing, but not reversing, leading hedge funds and others to place large 

bets on a price fall 

 

Answer: Transaction between two parties, e.g. A to B.  For example, $5 from you to Starbucks, Cup of 

Joe from Starbucks to you, i.e. a Swap.  A swap in its purest form is NOT a derivative. 

 

21 July 2015 

 

Question: What is the current price of an ounce of gold? 

 

Gold hits lowest level in five years amid signs of US economic recovery ς Pg. 1 

- Gold dropped 4% to hit a low of $1,088 a troy ounce ς ŀ ƭŜǾŜƭ ƭŀǎǘ ǎŜŜƴ ƛƴ aŀǊŎƘ нлмл Χ 

- Gold has traditionally been seen as a haven and a hedge against inflation and a weaker 

dollar.  But with the US economy showing signs of recovery and the dollar strengthening, its 

attractiveness has waned 

 

CŜŘ Ŏŀƭƭǎ ŦƻǊ ŀŘŘƛǘƛƻƴŀƭ Ϸнллōƴ ƛƴ ōŀƴƪǎΩ ōǳŦŦŜǊǎ ς Pg. 4 

- The eight leading US banks will hold extra capital buffers totaling $200bn under new Federal 

Reserve rules aimed at preventing a big financial collapse 

- The new risk-based capital surcharges range from 1% to 4.5%, with the largest buffer 

requirement applying to JPMorgan.  Citigroup faces the second-biggest surcharge, at 3.5% of 

risk-ǿŜƛƎƘǘŜŘ ŀǎǎŜǘǎΣ Χ 

- One key feature of the rules is an incentive to rely less on short-term wholesale funding, 

such as repurchase market where banks exchange securities for cash, which the 

international Basel Committee did not take into account for its own surcharge rules 

 

ECB easing raises fears on house price bubble ς Pg. 6 

- ¢ƘŜ 9/.Ωǎ ǉǳŀƴǘƛǘŀǘƛǾŜ ŜŀǎƛƴƎ ǇǊƻƎǊŀƳƳŜ Ǌƛǎƪǎ ŦǳŜƭƛƴƎ ƘƻǳǎŜ ǇǊƛŎŜ ōǳōōƭŜǎ ŀŎǊƻǎǎ ǎŜǾŜǊŀƭ 

9ǳǊƻǇŜŀƴ ŎƻǳƴǘǊƛŜǎΣ Χŀǎ ƛƴǾŜǎǘƻǊǎ ǎŜŜƪƛƴƎ ƘƛƎƘŜǊ ǊŜǘǳǊƴǎ ǇƻǳǊ ŎŀǎƘ ƛƴǘƻ ǊŜŀƭ ŜǎǘŀǘŜ 

- Germany, Norway and the UK were judged most at risk as ultra-low interest rates and bond 

yields had made real estate look attractive by comparison, fueling rapid house price growth 

ƛƴ ǘƘƻǎŜ ŎƻǳƴǘǊƛŜǎΣΧ 

- Since 2010 average house prices in Norway had risen by over 30%, in Germany by nearly 

25% and in the UK by nearly 15% 

- The search for yield has also pushed  a surge of money into the commercial property market 

over the past couple of years, sparking fears of a separate bubble.   In 2014 global 

commercial property prices and yields hit levels last seen before the financial ŎǊƛǎƛǎΣ Χ 

- The Bundesbank warned in late 2013 that average German house prices could be 

overvalued by as much as 10%, and by 20% in some cities 



- Although the Bank of England has halted its own quantitative easing programme, British 

house prices are still growing strongly.  They rose by 5.7% in the year to May 

 

Warning of oil price fall as Iran sanctions lifted ς Pg. 7 

- The deal, which will allow Iran to regain access to as much as $150bn in frozen assets and to 

the global financial system, could increase outpuǘ ǘƻ пƳ ōκŘ ōȅ нлмтΣΧ 

- Iran could also quickly release 30m barrels from floating storage into global markets, 

depressing prices if there is no corresponding increase in demand 

 

Hackers threaten to betray 37m users of adultery website Ashley Madison ς Pg. 15 

- The breach comes three months after Ashley Madison announced plans for an initial public 

offering in London later this year 

- AshleyMadison.com says it has 37m members in 48 countries, making it the second-largest 

dating website by number of users after MatŎƘΦŎƻƳΦ  Lǘǎ ǎƭƻƎŀƴ ƛǎ ά[ƛŦŜ ƛǎ ǎƘƻǊǘΦ  IŀǾŜ ŀƴ 

ŀŦŦŀƛǊΦέ όtǊƻŦ bƻǘŜΥ L Ƨǳǎǘ ƘŀǾŜ ǘƻ ŎƘǳŎƪƭŜ ŀōƻǳǘ ǘƘƛǎΦ  hƴŜ ƻŦ Ƴȅ ŦŀǾƻǳǊƛǘŜ ǎƭƻƎŀƴǎΣ άLŦ ȅƻǳ 

ŎŀƴΩǘ Řƻ ǘƘŜ ǘƛƳŜΣ ŘƻƴΩǘ Řƻ ǘƘŜ ŎǊƛƳŜΗέύ 

 

Answer: $1,088 

 

20 July 2015 

 

Question: What are two methods to hedge interest rate risk on a variable rate loan? 

 

/Ƙƛƴŀ ƎƛǾŜǎ ǎƘƻǊǘ ǎƘǊƛŦǘ ǘƻ ΨƳŀƭƛŎƛƻǳǎΩ ōŜŀǊǎ ς Pg. 3 

- Lƴ ǘƘŜ ǿŀƪŜ ƻŦ ǘƘŜ /ƘƛƴŜǎŜ ǎǘƻŎƪ ƳŀǊƪŜǘΩǎ ŘǊŀƳŀǘƛŎ Ŧŀƭƭ ŜŀǊƭȅ ǘƘƛǎ ƳƻƴǘƘΣ ǇƻƭƛŎŜ ŀƴŘ 

securities regulators announced they had launched an investigation into άƳŀƭƛŎƛƻǳǎ ǎƘƻǊǘ 

ǎŜƭƭƛƴƎέ ƛƴ ǘƘŜ Ŝǉǳƛǘȅ ŦǳǘǳǊŜǎ ƳŀǊƪŜǘ 

- The announcement was part of a raft of measures intended to stabilize the market after it 

fell 30% from its peak in mid-June, but it also raised the question: what makes short-selling 

άƳŀƭƛŎƛƻǳǎέΚ 

 

Beijing acts to regulate margin finance after online lending blamed for role in turbulence ς Pg. 3 

- Chinese regulators are tightening their grip on internet financing, after the stock market 

crash raised concerns about margins lending and the risk of ordinary citizens losing their 

savings 

- bŜǿ ƎǳƛŘŜƭƛƴŜǎΣ ƛǎǎǳŜŘ ōȅ ǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ /Ƙƛƴŀ ŀǘ ǘƘŜ ǿŜŜƪŜƴŘΣ ǎǇŜŎƛŦȅ ǘƘŀǘ ŎƭƛŜƴǘ 

funds must be parked at established banks and require that online financing platforms 

provide better disclosure and warn customers more regularly about risk 

- A sharp rise in loans for stock investments offered via online lenders helped fuel a surge in 

Chinese stock markets that saw the Shanghai Composite Index rise 150% over the 12 

months through mid-June 

- Since the subsequent tumble that ǿƛǇŜŘ ǎƻƳŜ Ϸоǘƴ ƻŦŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǎǘƻŎƪ ƳŀǊƪŜǘǎΣ 

regulators have been struggling to shore up share prices and prevent a full-fledged rout that 



could hurt the broader economy or spark damaging protests against the ruling Communist 

party 

- Tighter rules on margin lending, outlined last week, have prompted some online platforms 

that offered grey-market margin loans to quit the business 

 

US chiefs temper confidence on growth ς Pg. 16 

- Chief executives in the US are much less confident about their growth prospects and the 

Ǝƭƻōŀƭ ŜŎƻƴƻƳȅ ǘƘŀƴ ŎƻǳƴǘŜǊǇŀǊǘǎ ƛƴ 9ǳǊƻǇŜ ŀƴŘ !ǎƛŀΣ Χ 

- By far the biggest fear for all chief executives was customer loyalty, with 86% of 

respondents identifying it as one of their main concerns.  That underlined a belief that 

technology and other disruptive forces could easily prompt customers to shift their 

allegiances to rivals 

 

Answer: Swaps and Costless Collar 

 

18 July 2015 

 

Question: What is a capitalization Rate? 

 

/ƘƛƴŀΩǎ ƳŀǊƪŜǘ ŀƛŘ ǘƻǇǎ Ϸнллōƴ ς Pg. 1 

- The huge scale of Chinese government intervention to staunch a stock market sell-off has 

ōŜŜƴ ǊŜǾŜŀƭŜŘ ōȅ ǊŜǇƻǊǘǎ ǎƘƻǿƛƴƎ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ōƛƎƎŜǎǘ ǎǘŀǘŜ-owned banks have provided 

the equivalent of $200bn to help prop up equities 

- The operation echoes a move by the Hong Kong authorities in 1998 to prop up the local 

stock market by buying 11% of the Hang Seng, funded by drawing on foreign currency 

reserves 

 

CƛǎŎƘŜǊ ŘŜŦŜƴŘǎ CŜŘΩǎ ǇƻǿŜǊǎ ǘƻ ǇǊƻǾƛŘŜ ǎǳǇǇƻǊǘ ƛƴ ŎǊƛǎƛǎ ς Pg. 3 

- The vice-ŎƘŀƛǊƳŀƴ ƻŦ ǘƘŜ CŜŘΩǎ ōƻŀǊŘ ƻŦ ƎƻǾŜǊƴƻǊǎ ǎŀƛŘ ǘƘŀǘ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪ ŎƻǳƭŘ άŘŜŀƭ 

ǿƛǘƘέ ŜȄƛǎǘƛƴƎ ǊŜǎǘǊƛŎǘƛƻƴǎ ƻƴ ƛǘǎ ŜƳŜǊƎŜƴŎȅ ƭŜƴŘƛƴƎ ǇƻǿŜǊǎ ǘƘŀǘ ǿŜǊŜ ƛƴǘǊƻŘǳŎŜŘ ŀŦǘŜǊ ǘƘŜ 

financial meltdown of 2007-09 

- Whereas the Fed used to be able in unusual circumstances to lend to any individual non-

bank financial institution in a crisis, it cannot now under revised laws.  It must provide loans 

ǘƻ ŀ Ŏƭŀǎǎ ƻŦ ƛƴǎǘƛǘǳǘƛƻƴǎ ǿƘƛŎƘ ǘƘŜ ¢ǊŜŀǎǳǊȅ ǎŜŎǊŜǘŀǊȅΩǎ ǇŜǊƳƛǎǎƛƻƴΣ ŀƴŘ ǿƛǘƘ ƴƻǘƛŦƛŎŀǘƛƻƴ 

being made to Congress 

- The existing laws leave the Fed more constrained in its ability to intervene in a crisis than 

some other major central banks, including the Bank of England 

 

US lenders buoyed by household borrowing as trading feels the squeeze ς Pg. 10 

- The lawsuits that cost the biggest global banks more than $300bn in fines, settlements and 

provisions, also now appear to be abating 

 

Answer: Pure definition: NOI/Sales Price. 

 



17 July 2015 

 

Question: $150,000 mortgage on primary home with a credit score exceeding 800 has a mortgage rate 

of 4.00% and 30-years.  What is the monthly P&I payment? 

 

City professionals fuel apartment block boom ς Pg. 4 

- IƻǘǎǇƻǘǎ ƘŀǾŜ ƴƻǘ ōŜŜƴ ǇƭŜƴǘƛŦǳƭ ƛƴ ǘƘŜ ¦{Ωǎ Ǉƻǎǘ-crisis economy but one may be emerging 

in commercial real estate 

- Values have risen over 12% in the past year to surpass their boomtime peaks 

- Industry insiders expect prices of apartments to be lifted further by tight supply, cheap 

finance and a growing appetite for city centre renting among younger professionals.  With 

home ownership rates at a 25-year low and rents surging, builders are focusing construction 

on pricey city centre blocks 

- The Fed noted commercial real estate prices in the last monetary policy report to Congress, 

ǎŀȅƛƴƎ άǾŀƭǳŀǘƛƻƴ ǇǊŜǎǎǳǊŜǎέ ǿŜǊŜ ǊƛǎƛƴƎ 

 

Obama turns attention to $80bn cost of keeping huge prison population behind bars ς Pg. 4 

- Reducing the economic and social impact of a criminal justice system that costs Americans 

$80bn a year just to keep its huge prison population behind bars has emerged as one of Mr 

hōŀƳŀΩǎ ǘƻǇ ǇǊƛƻǊƛǘƛŜǎ ŘǳǊƛƴƎ Ƙƛǎ Ŧƛƴŀƭ му ƳƻƴǘƘǎ ƛƴ ƻŦŦƛŎŜ 

- With more than 2.2m peopƭŜ ƛƴ ǇǊƛǎƻƴΣ !ƳŜǊƛŎŀ ƛǎ ƘƻƳŜ ǘƻ Ƨǳǎǘ р҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇƻǇǳƭŀǘƛƻƴ 

ōǳǘ ƳƻǊŜ ǘƘŀƴ нл҈ ƻŦ ƛǘǎ ǇǊƛǎƻƴŜǊǎΣ Χ όtǊƻŦ bƻǘŜΥ 9ƛǘƘŜǊ ǿŜΣ ŀǎ !ƳŜǊƛŎŀƴǎΣ ŀǊŜ ŀ ōǳƴŎƘ ƻŦ 

ŎǊƛƳƛƴŀƭǎ ŎƻƳǇŀǊŜŘ ǘƻ ǘƘŜ ǿƻǊƭŘ ƻǊ ǿŜ ƛƴŎŀǊŎŜǊŀǘŜ ŦŀǊ ǘƻ ƳŀƴȅΧΦƘƳƳƳƳƳύ 

- Since 1980, an explosion in ŎƻƴǾƛŎǘƛƻƴǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ άǿŀǊ ƻƴ ŘǊǳƎǎέ Ƙŀǎ ǉǳŀŘǊǳǇƭŜŘ ǘƘŜ 

ƴǳƳōŜǊ ƻŦ ƻŦŦŜƴŘŜǊǎ ƛƴŎŀǊŎŜǊŀǘŜŘΧόtǊƻŦ bƻǘŜΥ [ŜƎŀƭƛȊŜ ŀƴŘ ǊŜƎǳƭŀǘŜΗύ 

- Every year more than 600,000 people are released from state and federal prisons 

 

Eurozone bank issuance at 13-year low ς Pg. 22 

- Issuance of euro-denominated bonds by Eurozone banks has fallen to its lowest level in 

more than a decade, as lenders adjust to a post-financial crisis era of much lower funding 

requirements 

- Declining debt issuance, which comes against the backdrop of historically low interest rates, 

is reflected across different forms of bank capital market funding.  Banks also have access to 

extremely low cheap funding through the ECB, which has extended liquidity through its 

long-term refinancing operations 

 

Gold falls as strong dollar hits precious metals ς Pg. 22 

- Gold has fallen to an eight-month low as precious metals struggle in the face of a 

strengthening US dollar 

- !ǎ ǘƘŜ ōǳƭƭƛƻƴ ŘŜŎƭƛƴŜŘ ǘƻ ϷмΣмпнΦф ŀ ǘǊƻȅ ƻǳƴŎŜ ȅŜǎǘŜǊŘŀȅΧ 

 

Answer: 150000 chs pv, 4 g I, 30 g n, pmǘΧтмсΦмн 

 

16 July 2015 



 

Question: When someone asks, what is the risk of the project, what must be provided for the answer to 

be complete? 

 

Yellen signals Fed set to raise rates this year as economy strengthens ς Pg. 1 

- The Fed chair said that the prospects ŦƻǊ ǘƘŜ ¦{ ŜŎƻƴƻƳȅ ǿŜǊŜ άŦŀǾƻǳǊŀōƭŜέ ŀǎ ƘƛǊƛƴƎ 

ǇǊƻǇŜƭǎ ǘƘŜ ŎƻǳƴǘǊȅ ǘƻǿŀǊŘǎ ƳŀȄƛƳǳƳ ŜƳǇƭƻȅƳŜƴǘΣ Χ 

- Χaǎ ¸ŜƭƭŜƴ ŀŎƪƴƻǿƭŜŘƎŜŘ Ǌƛǎƪǎ ǘƻ ǘƘŜ ¦{ ŦǊƻƳ ǘƘŜ DǊŜŜƪ ŘŜōǘ ŎǊƛǎƛǎ ŀƴŘ /ƘƛƴŀΩǎ ŀǘǘŜƳǇǘǎ ǘƻ 

ǘŀŎƪƭŜ ƛǘǎ ƘƛƎƘ ŘŜōǘΣ ǿŜŀƪ ǇǊƻǇŜǊǘȅ ƳŀǊƪŜǘǎ ŀƴŘ άǾƻƭŀǘƛƭŜέ ŦƛƴŀƴŎƛŀl conditions.  China 

yesterday reported growth of 7% in the second quarter, unchanged from the previous 

quarter as stimulus measures cushioned a long-term slowdown 

- IŜǊ ǘŜǎǘƛƳƻƴȅ ŎŀƳŜ ŀǎ /ŀƴŀŘŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ ǘǊƛƳƳŜŘ ƛǘǎ ƪŜȅ ǊŀǘŜ ȅŜǎǘŜǊŘŀȅΣ ǊŜŦƭŜŎǘƛƴƎ Ƙƻǿ 

iǘǎ ŜŎƻƴƻƳȅ Ƙŀǎ ǎǳŦŦŜǊŜŘ ŦǊƻƳ ŦŀƭƭƛƴƎ ƻƛƭ ǇǊƛŎŜǎΣ Χ 

 

China growth steady after stimulus ς Pg. 2 

- /ƘƛƴŀΩǎ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ ƘŜƭŘ ǎǘŜŀŘȅ ƛƴ ǘƘŜ ǎŜŎƻƴŘ ǉǳŀǊǘŜǊ ŀǎ ƪŜȅ ǇǊƻŘǳŎǘƛƻƴ ƛƴŘƛŎŀǘƻǊǎ 

rebounded, suggesting that stimulus measures launched since late last year have cushioned 

a long-term secular decline 

- The steady growth follows four cuts in benchmark interest rates since November and 

reductions totaling more than 1.5% in the required reserve ratio for banks 

- Monetary easing has aimed to counter a deceleration of investment that has dragged on the 

economy, as property developers pull back on construction amid an overhang of unsold flats 

and as factors slow expansion  in the face of falling prices 

- Real estate investment continued its decline but property sales rose 16% in floor-area terms 

in June, the fastest monthly growth since late 2013 

- ¢ƻǘŀƭ ōƻǊǊƻǿƛƴƎ ƛƴ ǘƘŜ ŦƛǊǎǘ ƘŀƭŦ ƻŦ нлмр ƛǎ мф҈ ƭƻǿŜǊ ǘƘŀƴ ǘƘŜ ǎŀƳŜ ǇŜǊƛƻŘ ƭŀǎǘ ȅŜŀǊΣ Χ 

 

Upbeat Yellen puts faith in strong US recovery ς Pg. 6 

- The IMF implored the Federal Reserve this month not to raise short-term interest rates in 

2015, saying the US economy was not strong enough to handle it 

 

Beijing cuts red tape on interbank debt ς Pg. 20 

- China has relaxed rules to allow more foreign involvement in its domestic bond market, a 

ǎǘŜǇ ǘƘŀǘ ǎƻƳŜ ŀƴŀƭȅǎǘǎ ōŜƭƛŜǾŜ ŎƻǳƭŘ ƘŜƭǇ ǎƳƻƻǘƘ ǘƘŜ ǊŜƴƳƛƴōƛΩǎ ǇŀǘƘ ǘƻǿŀǊŘǎ ǊŜǎŜǊǾŜ 

currency 

- /ƘƛƴŀΩǎ ƻƴǎƘƻǊŜ ōƻƴŘ ƳŀǊƪŜǘ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ƭŀǊƎŜǎǘ ŎǊŜŘƛǘ ƳŀǊƪŜǘǎ ŀƴŘ ƛǎ ƎǊƻǿƛƴƎ ŀǎ ǘƘŜ 

government tries to shift debts away from commercial bank balance sheets and on to a 

broader investor base 

- The onshore market is far more liquid and diverse than its offshore renminbi counterpart ς 

known as the dim sum market ς while yields are typically higher and durations longer 

 

Dollar lifted after Yellen bullish on US economy ς Pg. 20 

- The dollar was in ascendant yesterday as the currency market responded to a positive 

ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǘƘŜ ¦{ ŜŎƻƴƻƳȅ ŦǊƻƳ WŀƴŜǘ ¸ŜƭƭŜƴΣΧ 



 

Answer: ! ƴǳƳōŜǊΗ  CƻǊ ŜȄŀƳǇƭŜΣ ά¢ƘŜ Ǌƛǎƪǎ ŀǊŜΧȅŀŘŘŀΣ ȅŀŘŘŀΣ ōǳǘ ǘƘŜ ǇǊƻƧŜŎǘ ǊŜǘǳǊƴ ŘƛǎǘǊƛōǳǘƛƻƴ Ƙŀǎ ŀ 

centǊŀƭ ƭƻŎŀǘƛƻƴ ƻŦ · ŀƴŘ wL{Y ƻŦ ¸ ǿƘƛŎƘ ǊŜǎǳƭǘǎ ƛƴ ŀ tό[ƻǎǎύ ƻŦ ½Φέ 

 

15 July 2015 

 

Question: ²Ƙŀǘ ƛǎ /ƘƛƴŀΩǎ ǇǊƻǇƻǊǘƛƻƴ ƻŦ Ǝƭƻōŀƭ ŎƻƴǎǳƳǇǘƛƻƴΚ 

 

IMF raises doubts over its bailout role ς Pg. 4 

- The IMF has sent its strongest signal that it may walk away from DǊŜŜŎŜΩǎ ƴŜǿ ōŀƛƭƻǳǘ 

ǇǊƻƎǊŀƳƳŜΣ ŀǊƎǳƛƴƎ ƛƴ ŀ ŎƻƴŦƛŘŜƴǘƛŀƭ ŀƴŀƭȅǎƛǎ ǘƘŀǘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŘŜōǘ ƛǎ ǊƻŎƪŜǘƛƴƎ ŀƴŘ 

budget surplus targets set by Athens cannot be achieved 

- ΧǘƘŜ LaC ǎŀƛŘ ǘƘŜ ǊŜŎŜƴǘ ǘǳǊƳƻƛƭ ƛƴ ǘƘŜ DǊŜŜƪ ŜŎƻƴƻƳȅ ǿƻǳƭŘ ƭŜŀŘ ŘŜōǘ ǘƻ ǇŜŀƪ ŀǘ ŎƭƻǎŜ ǘƻ 

200% of economic output over the next two years.  At the start of the Eurozone crisis, 

!ǘƘŜƴǎΩ ŘŜōǘ ǎǘƻƻŘ ŀǘ мнт҈ 

- ¦ƴŘŜǊ ƛǘǎ ǊǳƭŜǎΣ ǘƘŜ LaC ƛǎ ƴƻǘ ŀƭƭƻǿŜŘ ǘƻ ǇŀǊǘƛŎƛǇŀǘŜ ƛƴ ŀ ōŀƛƭƻǳǘ ƛŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŘŜōǘ ƛǎ 

deemed unsustainable and there is no prospect of it returning to private bond markets for 

financing.  The IMF has bent its rules to participate in previous Greek bailouts, but the 

memo suggests it can no longer do so 

- Any shortfall would have to be made up through Greek privatization proceeds, which have 

repeatedly fallen short of expectations, or through Greek borrowing on the bond market, 

which has dried up since the Syriza-led government took power in Athens in January ς and 

which the IMF memo said was highly unlikely to materialize 

 

Mortgages revival boosts lenders ς Pg. 17 

- A revival in mortgages has helped the top two US lenders to a relatively buoyant quarter, 

offsetting continued pressure on margins from low interest rates 

- The big US banks still struggle to deliver consistent profits amid the ultra-loose monetary 

policy of the US Federal Reserve.  Net interest margins ς the spread between the rates at 

which they borrow and lend ς stabilized at Wells Fargo and JPMorgan between April and 

June, after years of steady falls 

 

Oil price war set to open Iranian front ς Pg. 26 

- ¢ƘŜ ǿŜǎǘΩǎ ƴǳŎƭŜŀǊ ŘŜŀƭ ǿƛǘƘ LǊŀƴ ƛǎ ǎŜǘ ǘƻ ƛƴǘŜƴǎƛŦȅ ŀ ōŀǘǘƭŜ ŦƻǊ ŎǳǎǘƻƳŜǊǎ ōŜǘǿŜŜƴ ǘƘŜ ōƛƎ 

oil producers, with Saudi Arabia raising output to record levels ahead of the full return to 

the market of its regional rival 

- LǊŀƴ ǿŀǎ ƻƴŎŜ hǇŜŎΩǎ largest oil producer after Saudi Arabia but western sanctions have in 

four years halved its exports to just over 1m barrels a day 

- Oil prices have fallen almost 10% this month and were trading near $58 a barrel yesterday 

- It [Iran] says it could almost double output to 5m b/d by the end of the decade, and is 

looking to attract at least $100bn in foreign investment 

- Iran is expected to be able to accelerate production by between 500,000 b/d and 800,000 

b/d next year, although getting back to its 2011 level of 3.6m b/d is likely to take longer 



- Iraq, which has overtaken Iran as the second-largest Opec producer, has raised its output 

close to 4m b/d, a record 

 

¢ǊŜŀǎǳǊƛŜǎ ǊŜǇƻǊǘ ǎƘƻǿǎ ŜȄǘŜƴǘ ƻŦ ΨǎŜƭŦ-ǘǊŀŘƛƴƎΩ ς Pg. 26 

- A significant share of the $12tn US Treasury market consists of proprietary trading 

companies transacting with themselves 

- During the massive swing, so-ŎŀƭƭŜŘ άǎŜƭŦ-ǘǊŀŘƛƴƎέ ōŜǘǿŜŜƴ ǇǊƛƴŎƛǇŀƭ ǘǊŀŘŜǊǎΩ ŜƭŜŎǘǊƻƴƛŎ 

systems surged to 14.9% of the 10-year Treasury securities cash market and 11.5% of its 

futures equivalent ς ŀƎŀƛƴǎǘ рΦс҈ ŀƴŘ нΦт҈ ƻƴ мс άŎƻƴǘǊƻƭ Řŀȅǎέ 

 

Answer: Over the next five years China will grow to be greater than half of all global demand. 

 

14 July 2015 

 

Question: What is the daily consumption of global oil (approximately)? 

 

US report into October bond meltdown calls for review of automated trading ς Pg. 1 

- High-frequency traders could face a wave of new regulation after US authorities called for a 

broad review of the rules that govern them following a burst of volatility that shook faith in 

ƳŀǊƪŜǘǎΩ ǊŜǎƛƭƛŜƴŎŜ 

- Yields seesawed over 12 minutes as liquidity dried up, sparking fears over the underlying 

fragility of the $12tn US Treasury market that is the bedrock of the global financial system 

- The report noted that automated trading can occur ŀǘ ǎǇŜŜŘǎ ǘƘŀǘ άŜȄŎŜŜŘ ǘƘŜ ŎŀǇŀŎƛǘȅ ƻŦ 

manual detection and intervention, posing a challenge to traditional risk management 

ǇǊƻǘƻŎƻƭǎέ 

- Non-banks that rely heavily on automated trading now account for 60% of institutional 

trading in the bond markets, up frƻƳ нр҈ ƛƴ нллуΣΧ 

 

Saudi crude output hits record of 10.6m b/d ς Pg. 24 

- Saudi Arabia has told Opec it has raised crude oil output to the highest level on record, as it 

prepares for the return to international markets of regional rival Iran and for peak summer 

demand 

- If Saudi Arabia keeps increasing production at this rate, it could, by the end of the summer, 

be the first country to pump 11m b/d since the Soviet Union 

- Saudi Arabia is the only big producer with significant spare capacity, and it appears willing to 

use it, especially as it eyes a possible normalization of relations between Tehran and the 

ǿŜǎǘΦ  LǊŀƴΩǎ ŎǊǳŘŜ ŜȄǇƻǊǘǎ ƘŀǾŜ ōŜŜƴ ŎǳǊōŜŘ ōȅ ǎŀƴŎǘƛƻƴǎ ƻƴ ƛǘǎ ƴǳŎƭŜŀǊ ǇǊƻƎǊŀƳƳŜ 

- The shale boom has boosted US crude output to about 9.7m b/d 

- Russian output, at about 10.5m b/d, is expected to stall or slip next year 

- LǊŀǉΩǎ ƻǳǘǇǳǘ ǘƻǇǇŜŘ пƳ ōκŘ ŦƻǊ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜ ƛƴ WǳƴŜΧ 

- Opec lowered its estimate for demand for its crude this year by 100,000 b/d to 29.2m b/d.  

It expects higher demand next year of 30.1m b/d, still more than 1m barrels below current 

output 

 



China bounces further as frozen stocks return ς Pg. 24 

- Chinese shares advanced again yesterday as hundreds of companies resumed trading and 

after the regulator launched a fresh crackdown on margin lending 

- The Shanghai Composite closed up 2.4% in spite of sharp falls for large-cap stocks such as 

commercial lenders and oil producers.  Bank of China dropped 5.6% while Agricultural Bank 

of China sank 4.1%.  PetroChina, which has the highest weighting in the index, lost 4.2% 

 

Answer: 94m b/d 

 

(General Comment: Over the past few months we have seen the mighty fall, e.g. Bill Cosby, Jared Fogle 

όƻƪΧƴƻǘ ǎƻ ƳƛƎƘǘȅ ōǳǘ ǎǘŀȅ ǿƛǘƘ ƳŜύ, Rachel Dolezal όƻƪΧƴƻǘ ǎƻ ƳƛƎƘǘȅ ōǳǘ ǎǘŀȅ ǿƛǘƘ ƳŜύ, Molly 

Shattuck, etc.  Granted, not engaging in rape or child pornography are base ethics of any culture so not a 

risk for this list-serve, however, this is not my point here.  When these things happen I often wonder, 

ΨIƻǿ Řƻ ǘƘŜȅ ǎǳǇǇƻǊǘ ǘƘŜƳǎŜƭǾŜǎ ƎƻƛƴƎ ŦƻǊǿŀǊŘΚΩ  ²ƘƛƭŜ L ōŜƭƛŜǾŜ ƴƻƴŜ ƻŦ ǳǎ here will commit the 

crimes/ethical issues of those listed above, perhaps we can learn an important lesson.  In my opinion, 

one can never start converting active income to passive sources soon enough in life.  This is one reason I 

am so bullish on real esǘŀǘŜΦ  LŦ L ŎƻǳƭŘ ǘǊƻǳōƭŜ ȅƻǳ ǘƻ ǎǘƻǇ ŀ ƳƻƳŜƴǘ ǘƻŘŀȅ ŀƴŘ ǘƘƛƴƪ ŀōƻǳǘΣ Ψ²Ƙŀǘ 

ƘŀǇǇŜƴǎ ƛŦ Ƴȅ ƧƻōκǇƻǎƛǘƛƻƴ ƎƻŜǎ ŀǿŀȅΚ  Iƻǿ ǿƻǳƭŘ L ǎǳǇǇƻǊǘ Ƴȅ ŦŀƳƛƭȅ ŀƴŘ ƳȅǎŜƭŦΚΩ  Wǳǎǘ ǘƘƛƴƪ ƛǘ ŀōƻǳǘ 

ƛǘΦ  ¸ƻǳ Ƴŀȅ ƴƻǘ ƘŀǾŜ ǘƘŜ ŀƴǎǿŜǊ ōǳǘ ǘƘƛƴƪ ŀōƻǳǘ ƛǘΧ  .ŜǘǘŜǊ ƴƻǿ ǘƘŀƴ ƛŦ ȅƻǳ are faced with the 

situation.) 

 

13 July 2015 

 

Question: Why do I believe the Federal Reserve cannot simply raise short-term rates? 

 

China cracks down on margin lending in latest effort to shore up markets ς Pg. 1 

- /ƘƛƴŀΩǎ ǎŜŎǳǊƛǘƛŜǎ ǊŜƎǳƭŀǘƻǊ Ƙŀǎ ƳƻǾŜŘ ǘƻ Ŏrack down on identity fraud and grey-market 

margin lending in the latest of a series of aggressive government measures to prevent the 

ŎƻǳƴǘǊȅΩǎ ǎǘƻŎƪ ƳŀǊƪŜǘǎ ŦǊƻƳ ǘǳƳōƭƛƴƎ ŦǳǊǘƘŜǊ 

 

US economy strong enough for rate rise, says Fed policymaker ς Pg. 3 

- The US is reaching full employment and is strong enough to sustain a rise in short-term 

ƛƴǘŜǊŜǎǘ ǊŀǘŜǎΣ ƴƻǘǿƛǘƘǎǘŀƴŘƛƴƎ ǊŜŎŜƴǘ ǘǳǊōǳƭŜƴŎŜ ƻǾŜǊǎŜŀǎΣΧ 

- aƛƴǳǘŜǎ ŦǊƻƳ ǘƘŜ CŜŘΩǎ ƭŀǘŜǎǘ ǇƻƭƛŎȅ ƳŜŜǘƛƴƎ ƛƴ WǳƴŜ ǎǳƎƎŜǎǘŜŘ Ƴŀƴȅ ƳŜƳōŜǊǎ ƻŦ ǘƘŜ Cha/ 

remained cautious about US performance and were seeking further evidence that the 

economy was on track before advocating the first rise, with some warning against a 

άǇǊŜƳŀǘǳǊŜέ ŘŜŎƛǎƛƻƴΦ  ¢ƘŜ LaC Ƙŀǎ ǳǊƎŜŘ ǘƘŜ CŜŘ ǘƻ ƘƻƭŘ ŦƛǊŜ ƻƴ ǊŀǘŜǎ ǳƴǘƛƭ нлмс 

- But the US economy has added 3m jobs in the past year, prompting calls from some FOMC 

ƳŜƳōŜǊǎ ŦƻǊ ŀƴ ŜƴŘ ǘƻ ǘƘŜ CŜŘΩǎ ƴŜŀǊ-zero rates policy 

 

Gas overtakes coal in US electricity generation ς Pg. 15 

- The US generated more of its electricity from gas than from coal for the first time ever in 

April ς ƛƴ ŀ ǎƛƎƴ ƻŦ Ƙƻǿ ǘƘŜ ǎƘŀƭŜ ōƻƻƳ ƛǎ ǇǳǘǘƛƴƎ ƳƻǳƴǘƛƴƎ ǇǊŜǎǎǳǊŜ ƻƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƳƛƴƛƴƎ 

industry 



- Plunging prices for natural gas, which have fallen alongside oil since last summer, led to it 

ōŜƛƴƎ ǳǎŜŘ ǘƻ ƎŜƴŜǊŀǘŜ ом҈ ƻŦ !ƳŜǊƛŎŀΩǎ ŜƭŜŎǘǊƛŎƛǘȅ ƛƴ !ǇǊƛl, while coal contributed 30% 

- ¦{ Ŏƻŀƭ ǇǊƻŘǳŎǘƛƻƴ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ Ŧŀƭƭ ōȅ тΦр҈ ǘƘƛǎ ȅŜŀǊΣΧ 

 

Answer: Without a corresponding shift in long-term rates the yield curve will flatten pushing the U.S. 

towards another recession. 

 

11 July 2015 

 

Question: How could the Federal Reserve fix the low long-term rates issue? 

 

Stumbling Clinton frays party nerves ς Pg. 3 

- Tactical blunders.  A strained relationship with the media.  An insurgent rival drawing 

enormous crowds 

- Her campaign raised $45m in its first three months, ǘƘǊŜŜ ǘƛƳŜǎ ǘƘŜ ǎƛȊŜ ƻŦ aǊ {ŀƴŘŜǊǎΩ ǿŀǊ 

chest, and she has built an army of volunteers across key early battleground states such as 

Iowa, New Hampshire and South Carolina 

- (Prof Note: My hope for a U.S. President is simple: No one named Bush or Clinton!  

WhŀǘŜǾŜǊ ƘŀǇǇŜƴŜŘ ǘƻ ŘƛǾŜǊǎƛǘȅΚ  L ŦƻǊƎŜǘ ǿƘƻ ǎŀƛŘ ƛǘ ōǳǘ ƛǘ ǿŀǎ ǇǊƻŦƻǳƴŘΣ ά¢ƘŜ ¦Φ{Φ ŘƻŜǎ 

ƴƻǘ ƘŀǾŜ ŀ ŎǊƻǿƴ ǘƻ ǇŀǎǎΧέύ 

 

Yellen repeats case for US interest rate rise this year ς Pg. 3 

- The FOMC is deeply divided over when to make its first move, with different policymakers 

advocating either one or two rises this year ς or none at all (Prof Note: At the beginning of 

ǘƘŜ ȅŜŀǊ L ǇǊŜŘƛŎǘŜŘ ƴƻƴŜΧL ǎǘŀƴŘ ōȅ Ƴȅ ǇǊŜŘƛŎǘƛƻƴύ 

 

hƛƭ ƻǾŜǊǎǳǇǇƭȅ ΨŎŀƴƴƻǘ ƭŀǎǘΩΣ L9! ǿŀǊƴǎ ς Pg. 11 

- The rebalancing of the oil market that started last year has yet to run its course and a 

ōƻǘǘƻƳ ƛƴ ǇǊƛŎŜǎ άƳŀȅ ǎǘƛƭƭ ōŜ ŀƘŜŀŘέΣΧ 

- Global oil supply surged by 550,000 barrels a day in June to 96.6m b/d, up 3.1m b/d from 

ǘƘŜ ǎŀƳŜ ƳƻƴǘƘ ŀ ȅŜŀǊ ŀƎƻΣΧ 

- Brent hit $55 a barrel on Monday, ratted by financial turmoil in Greece and the stock market 

rout in China 

 

Answer: Sell long-dated instruments. 

 

10 July 2015 

 

Question: What happens if the Federal Reserve sells part of its long-dated securities portfolio? 

 

Brics leaders warn of financial instability amid global upheaval ς Pg. 1 

- They voiced their concern as a barrage of measures taken by Beijing to calm investor nerves 

stemmed the recent market rout in China, with equities rising strongly yesterday after a 

string of sharp declines wiped out trillions of the value of stocks 



 

IMF downgrades forecast for global growth ς Pg. 2 

- ΧǇƻƻǊŜǊ-than-expected US growth contributed to a sluggish start to the year 

- ΧLaC ǊŜŘǳŎŜŘ ƛǘǎ ƎǊƻǿǘƘ ǇǊƻƧŜŎǘƛƻƴǎ ŦƻǊ нлмр ǘƻ оΦо҈ ŦǊƻƳ оΦр҈ ŀŦǘŜǊ ŀ ŘƛǎŀǇǇƻƛƴǘƛƴƎ ŦƛǊǎǘ 

quarter, particularly in the US 

- ΧǳǇƎǊŀŘƛƴƎ ǘƘŜ ƻǳǘƭƻƻƪ ŦƻǊ ǘƘŜ 9ǳǊƻȊƻƴŜ ŦǊƻƳ мΦс ǘƻ мΦт҈ 

- The IMF slashed growth forecasts for the US economy this year from 3.1 to 2.5%.  it 

downgraded its outlook for Japan and the UK by 0.2 to 0.3% to 0.8 and 2.4%, respectively 

- The outlook for China and India was left unchanged, while the Fund slashed its forecasts for 

this year for Mexico and Brazil by 0.6 and 0.5%, to 2.4% and (1.5%) (Prof Note: That is a 

negative number for Brasil) 

 

h9/5 ǿŀǊƴǎ ƻƴ ΨŎƘǊƻƴƛŎΩ ƭƻǿ Ǉŀȅ ŀƴŘ Ƨƻō ƛƴǎŜŎǳǊƛǘȅ ς Pg. 2 

- ¢ƘŜ h9/5Ωǎ ōƛƎƎŜǎǘ ŎƻƴŎŜǊƴ ƛǎ ǘƘŜ ǎƘŀǊǇ ƛƴŎǊŜŀǎŜ ƛƴ ƭƻƴƎ-term unemployment since the 

crisis, particularly among young people.  More than a third of the unemployed in the OECD 

area have been out of work for a year or longer, and their ranks have swollen 77% since 

2007 

 

wŀǘŜ ǊƛǎŜ ǇǊƻǎǇŜŎǘ ǊŜǾƛǾŜǎ ǎǇǊŜŀŘ ΨŎƻƴǳƴŘǊǳƳΩ ς Pg. 22 

- Alan Greenspan ς who as Fed Chairman was known for his gnomic air ς in 2005 describe as a 

άŎƻƴǳƴŘǊǳƳέ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ǘƘŀǘ ǘƘŜ мл-year Treasury yield had shrugged off hefty incrases in 

the cŜƴǘǊŀƭ ōŀƴƪΩǎ ōŜƴŎƘƳŀǊƪ ƛƴǘŜǊŜǎǘ ǊŀǘŜ 

- ΧǘƘŜ ¦{ ŎŜƴǘǊŀƭ ōŀƴƪ ƛǎ ǎǘƛƭƭ ǎƛǘǘƛƴƎ ƻƴ ŀ Ϸпǘƴ ǇƻǊǘŦƻƭƛƻ ƻŦ ¢ǊŜŀǎǳǊƛŜǎΣ ŀƎŜƴŎȅ ŘŜōǘ ŀƴŘ 

mortgage-backed bonds acquired during its quantitative easing programme ς a potentially 

potent monetary policy tool 

- While the assumption is that the Fed will carefully deflate its holdings through a gradual end 

to reinvesting and repayments, if the Treasury market proves as stubbornly unwilling to 

climb as it was in the noughties ς reprising the Greenspan conundrum ς then officials could 

ǎŀƴŎǘƛƻƴ ǘƘŜ ǎŀƭŜǎ ƻŦ ǎƻƳŜ ƻŦ ǘƘŜǎŜ ŀǎǎŜǘǎ όtǊƻŦ bƻǘŜΥ IƳƳƳΧL ƘŀŘ ƴƻǘ ǘƘƻǳƎƘǘ ƻŦ ǘƘŀǘΧL 

do not believe there can be a raising of short-term without a sale of long-term.  Else the 

ȅƛŜƭŘ ŎǳǊǾŜ ŦƭŀǘǘŜƴǎΧƴƻǘ ƎƻƻŘΗΗΗύ 

 

Answer: Rightward shift of the supply curve and prices go down, i.e. yields go up.   

 

9 July 2015 

 

Question: What is the relationship between covariance and correlation coefficient? 

 

China banks big share sales in drastic effort to steady markets ς Pg. 1 

- ΧōŀƴƴƛƴƎ listed company shareholders with big stakes from selling shares, and using central 

bank money to bolster the market 

- /ƛǘƛƴƎ ǘƘŜ άƛǊǊŀǘƛƻƴŀƭ ŘǊƻǇέ ƛƴ ǎƘŀǊŜ ǇǊƛŎŜǎ ƛƴ ǊŜŎŜƴǘ ŘŀȅǎΣ ǘƘŜ ǎŜŎǳǊƛǘƛŜǎ ǊŜƎǳƭŀǘƻǊ ōŀƴƴŜŘ 

listed company shareholders with stakes of 5% or more from selling any shares for six 



months.  It also applies to senior executives and board members, regardless of the size of 

their stakes 

- The sell-off was equally pronounced in Hong Kong, where global investors typically trade 

Chinese stocks 

 

Middle class smaller and poorer than thought ς Pg. 2 

- ¢ƘŜ Ǝƭƻōŀƭ ƳƛŘŘƭŜ Ŏƭŀǎǎ ƛǎ ōƻǘƘ ǎƳŀƭƭŜǊ ŀƴŘ ǇƻƻǊŜǊ ǘƘŀƴ ǇǊŜǾƛƻǳǎƭȅ ǘƘƻǳƎƘǘΣ Χ 

- Wǳǎǘ мс҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇƻǇǳƭŀǘƛƻƴ ƭƛǾŜǎ ƻƴ ƛƴŎƻƳŜǎ ǘƘŀǘ ǿƻǳƭŘ ǘŀƪŜ ǘƘŜƳ ǎŀŦŜƭȅ ŀōƻǾŜ ǘƘŜ 

US poverty line 

- Past estimates have put the size of the global middle class at up to 2bn people 

- Χтм҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇƻǇǳƭŀǘƛƻƴ ǎǘƛƭƭ ǊŀƴƪŜŘ ŀǎ ǇƻƻǊ ƻǊ ƭƻǿ-ƛƴŎƻƳŜ ƛƴ нлммΣ ΧŎƻƳǇŀǊŜŘ ǿƛǘƘ 

79% in 2001 

- ΧоΦпōƴ ǇŜƻǇƭŜΣ ƻǊ рс҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇƻǇǳƭŀǘƛƻƴΣ ƭƛǾƛƴƎ ƻƴƭȅ Ƨǳǎǘ ŀōƻǾŜ ǘƘŜ Ǝƭƻōŀƭ ǇƻǾŜǊǘȅ 

line, on $2-$10/day ς equivalent to a family of four earning $2,920 - $14,600 a year 

- China accounted for most of the increase, with its middle-income population swelling from 

32m to 235m between 2001 and 2011 

- Lƴ нллм bƻǊǘƘ !ƳŜǊƛŎŀ ŀŎŎƻǳƴǘŜŘ ŦƻǊ рп҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ άƘigh-ƛƴŎƻƳŜέ ǇŜƻǇƭŜΦ  .ȅ нлмм 

that figure had fallen to 46% 

- The share of the US population that is high-income fell from 58% in 2001 to 56% in 2011, 

even as Canada saw its share rise from 49% to 56%.  The ranks of high income individuals 

also swelled in western Europe, rising from 35% to 44% of the population 

- ..a number of European countries have crept ahead of the US when judged by the share of 

their populations where a family of four earns $73,000 or more a year 

- The lack of progress among middle-income Americans has become a source of anxiety and 

political debate in the US.  Median household income fell from $53,646 in 2001 to $50,054 

in 2011, affected by factors that include globalization, the displacement of middle-income 

jobs by technology and the decline of trade unions 

 

Answer: Covariance (a,b) = Correlation Coefficient (a,b) * Sigma a * Sigma b 

 

8 July 2015 

 

Question: What is the current US Treasury 10-year rate? 

 

China unease sparks sharp rise in companies suspending shares ς Pg. 1 

- Hundreds of Chinese companies have halted trading in their shares as Beijing struggles to 

ƛƴǎǳƭŀǘŜ ǘƘŜ ŜŎƻƴƻƳȅ ŦǊƻƳ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǎǘŜŜǇŜǎǘ Ŝǉǳƛǘȅ ŘŜŎƭƛƴŜ ƛƴ ƳƻǊŜ ǘƘŀƴ ǘǿƻ ŘŜŎŀŘŜǎ 

- In a further sign of unease about the Chinese market, commodities were hit hard, led by 

copper 

- BŜƛƧƛƴƎ Ƙŀǎ ǘŀƪŜƴ ǎǘŜǇǎ ǘƻ ƪŜŜǇ ǎǘƻŎƪǎ ƻƴ /ƘƛƴŀΩǎ ǘǿƻ Ƴŀƛƴ ƛƴŘƛŎŜǎ ŀŦƭƻŀǘΣ ƛƴŎƭǳŘƛƴƎ ŘƛǊŜŎǘ 

purchases of large-cap companies, a halt to initial public offerings and a cut to trading fees 

 

Bosses at UBS knew I was rigging Libor, trader nicknamed Rainman tells court ς Pg. 1 



- Mr Hayes, 35, said he did not act dishonestly and that there were no rules or policies around 

Libor setting (Prof Note: So, if your mother is not there to see you taking the cookie from 

the jar, is it still wrong?!) 

 

Dollar rise poses threat to growth and emerging nations, says IMF ς Pg. 4 

- aƻǊŜ Ǝŀƛƴǎ ōȅ ǘƘŜ ŘƻƭƭŀǊ ŎƻǳƭŘ ƭŜŀǾŜ ¦{ ƎǊƻǿǘƘ άǎƛƎƴƛŦƛŎŀƴǘƭȅ ŘŜōƛƭƛǘŀǘŜŘέ ŀƴŘ ƘŀǾŜ 

ǊŜǇŜǊŎǳǎǎƛƻƴǎ ŀŎǊƻǎǎ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎΣ Χ 

- In a health check on the US, the fund reiterated its advice that the Federal Reserve should 

delay raising interest rates until next year, partly because of a risk that a rate increase would 

trigger a new rise in the dollar with destabilizing consequences globally 

- Continued appreciation of the dollar, which has risen more than 20% against a basket of key 

ŎǳǊǊŜƴŎƛŜǎ ƛƴ ǘƘŜ Ǉŀǎǘ мн ƳƻƴǘƘǎΣ ǿŀǎ ŀ άǇǊƻƳƛƴŜƴǘ Ǌƛǎƪέ ōŜŎŀǳǎŜ ƻŦ ƎǊƻǿǘƘ ŘƛǾŜǊƎŜƴŎŜǎ 

between the US and other economies, the IMF added, as it forecast a steady widening of the 

current account deficit towards 3.5% of GDP over the rest of the decade 

- Central banks and finance ministries around the world are braced for possible capital 

outflows and currency gyrations as investors funnel money into higher-yielding US assets 

after a rate rise 

 

Land in demand ς Pg. 5 

- At independence in 1947, India inherited the 1894 Land Acquisition Act, which allowed the 

ǎǘŀǘŜ ǘƻ ǘŀƪŜ ǇǊƛǾŀǘŜ ƭŀƴŘ ŦƻǊ άǇǳōƭƛŎ ǇǳǊǇƻǎŜǎέ ƛŦ ƻǿƴŜǊǎ ǿŜǊŜ ŦŀƛǊƭȅ ŎƻƳǇŜƴǎŀǘŜŘ 

- In 2013, the then congress-led government pushed through legislation designed to strike a 

balance between property-ƻǿƴŜǊǎΩ ƛƴǘŜǊŜǎǘǎ ŀƴŘ ǘƘŜ ƴŜŜŘ ǘƻ ƳŀƪŜ ƭŀƴŘ ŀǾŀƛƭŀōƭŜ ŦƻǊ 

industry and urban expansion 

- At the heart of the law was the requirement that authorities obtain the consent of 70 to 

ул҈ ƻŦ άǇǊƻƧŜŎǘ ŀŦŦŜŎǘŜŘ ŦŀƳƛƭƛŜǎέΣ ƛƴŎƭǳŘƛƴƎ ōƻǘƘ ǇǊƻǇŜǊǘȅ ƻǿƴŜǊǎ ŀƴŘ ǘƘose, such as 

farmhands, losing their livelihood, before taking any land 

 

Fund sector manages record $74tn ς Pg. 11 

- ΧƴŜǘ ǊŜǾŜƴǳŜ ƎǊƻǿǘƘ ŦŜƭƭ ǎƘƻǊǘ ƻŦ ǘƘŜ ǊƛǎŜ ƛƴ ŀǎǎŜǘǎ ǳƴŘŜǊ ƳŀƴŀƎŜƳŜƴǘ ŀǎ ǇǊŜǎǎǳǊŜ ƻƴ ŦŜŜǎ 

squeezed prices and investors continued to shift traditional actively managed products to 

lower-cost tracker funds 

- The growth in assets under management and profits comes at a time when some fund 

managers are starting to move into businesses traditionally dominated by banks, such as 

direct lending 

 

End of an era for Chicago futures trading ς Pg. 18 

- The open-outcry pits have traditionally been seen as a place of aggressive competition and 

ǊŜƳŀƛƴ ŀ ǾŜǊȅ ƳŀƭŜ ŘƻƳŀƛƴΧ 

 

Answer: 2.27% 

 

7 July 2015 

 



Question: Putting things in perspective, what is the population of Greece? 

 

Athens offered last chance to avoid crashing out of single currency ς Pg. 1 

- In a sign that Greek authorities expected no resolution for some time, a week-long closure 

of the banks was extended last night to at least Thursday 

- The euro was up 0.05% at $1.1077.  Yields on the 10-year German Bund edged down just 

3bps 

- (Prof Note: Are there no consequences any longer in any society?!) 

 

Vote adds to conundrum on US rate expectations ς Pg. 2 

- ! ƪŜȅ ŎƻƴŎŜǊƴ ǿƻǳƭŘ ōŜ ŀƴȅ ǳƴǊŀǾŜƭƛƴƎ ƻŦ ƛƴǾŜǎǘƻǊǎΩ ǇǊŜǎǳƳǇǘƛon that euro membership is 

ƛǊǊŜǾŜǊǎƛōƭŜΣ ǊŀƛǎƛƴƎ ŦŜŀǊǎ ǘƘŀǘ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎ ŎƻǳƭŘ ōŜ ŦƻǊŎŜŘ ƻǳǘΧ 

- While the Fed has signaled it plans to lift rates as soon as September, futures trading is 

pointing to low odds of an increase happening by then, with the contract for that motnh 

trading at just 0.16% 

- The 30-day Fed funds future for December 2015 fell to a new low of just 0.285%, well down 

from a post-taper tantrum high of 1.44% 

 

Ukraine to beat US as top Beijing corn supplier ς Pg. 22 

- Ukraine is set to become /ƘƛƴŀΩǎ ǘƻǇ ǎǳǇǇƭƛŜǊ ƻŦ ŎƻǊƴ ƛƴ ǘƘŜ ŦƛǊǎǘ ƘŀƭŦ ƻŦ нлмр ŀǎ ōƻǘƘ 

countries reap the benefits of closer trade relations and Beijing looks to diversify its grain 

and oilseed purchases 

- ¦ƪǊŀƛƴŜ Ƙŀǎ ŜǎǘŀōƭƛǎƘŜŘ ƛǘǎŜƭŦ ŀǎ /ƘƛƴŀΩǎ ǘƻǇ ŎƻǊƴ ŜȄǇƻǊǘŜǊ ŀǘ ŀ ǎǳǊǇǊƛǎƛƴƎ pace since its first 

shipment to the country in 2012 after Kiev and Beijing signed a $3bn loan-for-corn deal 

- ¢ƘŜ ŜŀǎǘŜǊƴ 9ǳǊƻǇŜŀƴ ŎƻǳƴǘǊȅΩǎ ŀǎŎŜƴǘ Ƙŀǎ ŎƻƳŜ ŀǘ ǘƘŜ ŜȄǇŜƴǎŜ ƻŦ ǘƘŜ ¦{Σ ǿƘƛŎƘ ǳƴǘƛƭ ƭŀǎǘ 

year was the top corn exporter to China 

- ΧƛƳǇƻǊǘǎ ŦǊƻƳ ¦ƪǊŀƛƴŜ ƘŜƭǇ ǎŀǘƛǎŦȅ /ƘƛƴŀΩǎ ƎǊƻǿƛƴƎ ŘŜƳŀƴŘ ŦƻǊ ƎǊŀƛƴǎ ŀƴŘ ƳŜŀǘ 

- {ƻƳŜ ŜŎƻƴƻƳƛǎǘǎ ǎǳƎƎŜǎǘ ǘƘŀǘ ǘƘŜ ǊƛǎƛƴƎ ƛƳǇƻǊǘǎ ŦǊƻƳ ŜŀǎǘŜǊƴ 9ǳǊƻǇŜ Ŧƛǘ ƛƴ ǿƛǘƘ /ƘƛƴŀΩǎ ƴŜǿ 

άǎƛƭƪ ǊƻŀŘέ ǇƭŀƴΣ ǿƘƛŎƘ ŀƛƳǎ ǘƻ ǳǇƎǊŀŘŜ ǊƻŀŘ ŀƴŘ Ǌŀƛƭ ƭƛƴƪǎ ōŜǘǿŜŜƴ 9ǳǊƻǇŜ ŀƴŘ !ǎƛŀ ǿƘƛƭŜ 

also revitalizing maritime routes across Southeast Asia and the Indian Ocean 

 

Answer: 2014: 11,000,000 

 

6 July 2015 

 

Question: Will Greece leave the Euro? 

 

China pumps liquidity into markets in fresh attempt to halt share sell-off ς Pg. 1 

- Chinese authorities have ramped up their attempts to restore investor confidence in the 

ŎƻǳƴǘǊȅΩǎ ǘǳƳōƭƛƴƎ ǎǘƻŎƪ ƳŀǊƪŜǘǎΣ ǎŜǘǘƛƴƎ ǘƘŜ ǎǘŀƎŜ ŦƻǊ ŀƴƻǘƘŜǊ ǘǳǊōǳƭŜƴǘ ǿŜŜƪ ƻŦ ǘǊŀŘƛƴƎ ƻƴ 

the Shanghai and Shenzhen stock exchanges 

- Investors have lost almost $3tn in paper gains ς equivalent to about one-ǘƘƛǊŘ ƻŦ /ƘƛƴŀΩǎ 

annual economic output 



- Measures to support the market include the voluntary suspension of IPOs by 28 companies 

that had received earlier approvals to float on the Shanghai and Shenzhen stock exchanges, 

and a pledge by 25 fund managers to help stabilize the market by buying units in their own 

funds and holding on to shares for at least a year 

 

Commodities price fall helps China avoid big growth setback ς Pg. 3 

- /ƘƛƴŀΩǎ ŜŎƻƴƻƳȅ ǿƻǳƭŘ ƘŀǾŜ ƎǊƻǿƴ ŀǘ ƭŜǎǎ ǘƘŀƴ с҈ ƛƴ ǘƘŜ ŦƛǊǎǘ ǉǳŀǊǘer of the year were it 

ƴƻǘ ŦƻǊ ǘƘŜ ŎƻƭƭŀǇǎŜ ƻŦ Ǝƭƻōŀƭ ŎƻƳƳƻŘƛǘȅ ǇǊƛŎŜǎΣ Χ 

- ΧƴŜǘ ŜȄǇƻǊǘǎ ŎƻƴǘǊƛōǳǘŜŘ мΦо҈ ƻŦ ǘƘŜ т҈ ƎǊƻǿǘƘ 

- Consumption and investment, meanwhile, accounted for 4.5 and 1.2 percentage points of 

first-quarter growth, respectively 

- Chinese authorities have also instructed banks to continue to lend to infrastructure projects 

even if they might be insolvent and eased standards for local government bond issues - Χ 

 

Answer: Unknown BUT regardless, austerity measures are coming, whether forced or ŀ ǊŜǎǳƭǘŀƴǘΧǘƘŜȅ 

are coming! 

 

4 July 2015 

 

Question: What percentage of Greeks 25 ς 34 live at home with their parents? 

 

Beijing singles out short-ǎŜƭƭŜǊǎ ƛƴ ƭŀǘŜǎǘ ǎǘŀō ŀǘ ƘŀƭǘƛƴƎ ǎǘƻŎƪǎΩ Ǌƻǳǘ ς Pg. 1 

- /ƘƛƴŀΩǎ ŀǳǘƘƻǊƛǘƛŜǎ ǘŀǊƎŜǘŜŘ ǎƘƻǊǘ ǎŜƭƭŜǊǎ ŀƴŘ ƳŀǊƪŜǘ manipulators in a fresh attempt to halt 

the slump in Chinese stocks, as the Shanghai Composite index suffered its steepest three-

week decline since 1992 

- The market rout deepened yesterday, with the Shanghai index falling 5.8% and the 

Shenzhen Composite shedding 5.4%.  The two indices have fallen nearly 30% since mid-June, 

despite frenetic attempts by Beijing to stave off a crash 

- There were also signs yesterday that the stock market moves are beginning to reverberate 

beyond China 

 

Greek banks prepare plan to raid deposits to avert financial collapse ς Pg. 1 

- DǊŜŜƪ ōŀƴƪǎ ŀǊŜ ǇǊŜǇŀǊƛƴƎ ŎƻƴǘƛƴƎŜƴŎȅ Ǉƭŀƴǎ ŦƻǊ ŀ ǇƻǎǎƛōƭŜ άōŀƛƭ-ƛƴέ ƻŦ ŘŜǇƻǎƛǘƻǊǎ ŀƳƛŘ ŦŜŀǊǎ 

ǘƘŜ ŎƻǳƴǘǊȅ ƛǎ ƘŜŀŘƛƴƎ ŦƻǊ ŀ ŦƛƴŀƴŎƛŀƭ ŎƻƭƭŀǇǎŜΣ Χ 

- ¢ƘŜ ǇƭŀƴǎΣ ǿƘƛŎƘ Ŏŀƭƭ ŦƻǊ ŀ άƘŀƛǊŎǳǘέ ƻŦ ŀǘ ƭŜŀǎǘ ол҈ ƻƴ ŘŜǇƻǎƛǘǎ ŀōƻǾŜ уΣллл όŜǳǊƻύΣ Χ 

- A Greek bail-in could resemble the rescue plan agreed by Cyprus in 2013, when customers 

funds were seized to shore up the banks 

- DǊŜŜŎŜΩǎ ōŀƴƪǎ ƘŀǾŜ ōŜŜƴ ŎƭƻǎŜŘ ǎƛƴŎŜ aƻƴŘŀȅΣ ǿƘŜƴ ŎŀǇƛǘŀƭ ŎƻƴǘǊƻƭǎ ǿŜǊŜ ƛƳǇƻǎŜŘ ǘƻ 

prevent a bank ǊǳƴΧ 

- DǊŜŜƪ ŘŜǇƻǎƛǘǎ ŀǊŜ ƎǳŀǊŀƴǘŜŜŘ ǳǇ ǘƻ мллΣллл όŜǳǊƻύ ōǳǘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŘŜǇƻǎƛǘ ƛƴǎǳǊŀƴŎŜ 

fund amounts to only 3bn (euro) 

- (Prof Note: Hence why I advocate a small, very small, portion of wealth in physical gold coins 

buried in your back yard!) 

 



Answer: 63.5% live at home with their parents! 

 

3 July 2015 

 

Question: ²ƘŜƴ ǿŀǎ DǊŜŜŎŜΩǎ ŦƛǊǎǘ ǊŜŎƻǊŘŜŘ ŦƛƴŀƴŎƛŀƭ ŘŜŦŀǳƭǘΚ 

 

China move to relax rules on margin loan fails to stem stock market losses ς Pg. 1 

- Chinese shares fell again yesterday despite moves by regulators to buoy the market, adding 

to concerns about the volatility of Chinese stocks 

- Χ{ƘŀƴƎƘŀƛ /ƻƳǇƻǎƛǘŜ ƛƴŘŜȄ ŎƭƻǎƛƴƎ Řƻǿƴ оΦр҈ ŀƴŘ ǘƘŜ {ƘŜƴȊƘŜƴ ǎǘƻŎƪ ŜȄŎƘŀƴƎŜ ŜƴŘƛƴƎ 

the day 5.6% lower 

- China is in a bear market with its two main indices recording a 20% drop over the past three 

weeks 

- Margin lending ς using borrowed money to trade shares ς has been a big driver of the rally 

ǘƘŀǘ ǇǊƻǇŜƭƭŜŘ /ƘƛƴŀΩǎ Ƴŀƛƴ ǎǘƻŎƪ ƛƴŘŜȄ ǘƻ ŀ ǎŜǾŜƴ-year high on June 12.  But the borrowing 

exposes the stock market to the risk of big falls as investors struggle to meet margin calls 

(Prof Note: Is this not one of the issues of the Great Depression in the U.S.?) 

 

US jobs market still shy of full strength ς Pg. 2 

- US employers added jobs at a resilient pace in June, but stalling wage growth and falling 

labour force participation suggest the jobs market has some way to go before reaching full 

strength 

- Non-farm payrolls rose 223,000, slightly shy of analyst forecast... 

- Set against hiring, average hourly earnings were unchanged at $24.95, leaving them up just 

2% over the past year 

- An indicator of underemployment, which includes discouraged workers and people who are 

working part-time but want a full-time job, dropped to the lowest level since July 2008 

- The Fed estimates that the long-term unemployment rate is 5-5.2% 

- In a disappointing outcome, the fall in joblessness was heavily influenced by departures 

from the labour force, with the participation rate sliding 0.3 of a percentage point to 62.6%, 

leaving it at its lowest level since the 1970s 

 

Sweden cuts interest rate to minus 0.35% over Greece fears ς Pg. 2 

- {ǿŜŘŜƴΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ Ƙŀǎ ǘŀƪŜƴ ƛǘǎ Ƴŀƛƴ ǇƻƭƛŎȅ ǊŀǘŜ ŘŜŜǇŜǊ ƛƴǘƻ ƴŜƎŀǘƛǾŜ ŀƴŘ ǳƴŎƘŀǊǘŜŘ 

territory, citing economic uncertainty and worries about Greece 

- Χwƛƪǎōŀƴƪ ŜȄǇŜŎǘƛƴƎ ǘƻ Ǉƻǎǘ D5t Ǝrowth of 2.9% this year.  House prices and household 

debt have been rising in Sweden ς and in neighbouring Denmark and Norway where rates 

are also at record lows ς prompting fears of a housing bubble 

- Headline inflation was negative last year at minus 0.2% and is expected to increase to only 

0.2% this year 

 

Answer: 4th Century.  The Temple of Delos, major lender, lost more than 80% of lent funds. 

 

2 July 2015 



 

Question: What is the further lesson we have learned from NBC? 

 

Chinese investors blame share collapse on state ς Pg. 6 

- /ƘƛƴŀΩǎ Ƴŀƛƴ ǎǘƻŎƪ ƛƴŘŜȄ ƭƻǎǘ р҈ ȅŜǎǘŜǊŘŀȅΣ ǎƘǊǳƎƎƛƴƎ ƻŦŦ ŀƴ ƛƴǘŜǊŜǎǘ-rate cut by the central 

bank over the weekend.   

- The market has now tumbled 22% since hitting a seven-year high on June 12 

 

Commerzbank sells property loan portfolios ς Pg. 18 

- DŜǊƳŀƴȅΩǎ ǎŜŎƻƴŘ-largest lender will sell a European portfolio of loans with a face value of 

2.2bn (euro) to JPMorgan and Lone Star, and a German portfolio with a face value of 700m 

to Oaktree 

- Selling the two portfolios, which between them encompass assets in 15 markets, will allow 

Commerzbank to take a step towards reducing the number of complexities of its non-core 

assets 

 

tƭǳƴƎƛƴƎ ŎǳǊǊŜƴŎȅ ŎƭƛǇǎ ŎƻǊǇƻǊŀǘŜ LƴŘƻƴŜǎƛŀΩǎ ǿƛƴƎǎ ς Pg. 19 

- ¢ƘŜ ŎƻƭƭŀǇǎŜ ƛƴ LƴŘƻƴŜǎƛŀΩǎ ŎǳǊǊŜƴŎȅΣ ƴƻǿ ŀǘ ƭŜǾŜƭǎ ƭŀǎǘ seen during the Asian financial crisis 

nearly two decades ago, is squeezing margins across the corporate landscape and forcing 

groups to rein in overseas borrowing 

- The currency is down 7% against the dollar this year 

- While the extent of the damage is far less than in 1997-98, when the pain was compounded 

by vast dollar borrowings, profits are shrinking and the pressure is on to slash costs 

- ά!ƛǊƭƛƴŜǎ ŀǊŜ ǇŀǊǘƛŎǳƭŀǊƭȅ ƘŀǊŘ Ƙƛǘ ōŜŎŀǳǎŜΧ¦{ ŘƻƭƭŀǊ Ŏƻǎǘǎ Ŏŀƴ ōŜ ŀǎ ƳǳŎƘ ŀǎ тл҈ ƻŦ ǘƘŜƛǊ 

ǘƻǘŀƭέ 

- Historically, the aviation sector has avoided expensive currency hedging, passing exchange 

rate risk to the consumer by charging fares in dollars.  But the practice ς also common in 

real estate ς was banned by the central bank last week in an attempt to shore up the local 

currency 

- Foreign currency borrowings, while not at the levels of the crisis in 1997-98, have been 

rising ς debts that are further magnified by the weaker rupiah 

- Real estate groups are among the most exposed as developers have borrowed in dollars, 

which has proved cheaper than taking out loans in local currency 

 

Answer: If you lie repeatedly, get caught, are allegedly contrite (despite being an adult, clearly knowing 

your lies were wrong and repeated, and an icon of public truths) you will be forgiven.  However, if one 

ŜȄǇǊŜǎǎŜǎ ǳƴǎŀǾƻǊȅ ǾƛŜǿǎ ǘƘŀǘ ƻŦŦŜƴŘ ǇŜƻǇƭŜΣ ŘŜǎǇƛǘŜ /ƻƴǎǘƛǘǳǘƛƻƴŀƭ ǇǊƻǘŜŎǘƛƻƴ ƻŦ άCǊŜŜέ ǎǇŜŜŎƘΣ ȅƻǳ 

ŀǊŜ άCƛǊŜŘέΦ  όtǊƻŦ bƻǘŜΥ 5ƻƴŀƭŘ ¢ǊǳƳǇΩǎ ŎƻƳƳŜƴǘǎ ǿŜǊŜ ǳƴǎŀǾƻǊȅ ŀǘ ōŜǎǘΦ  ²ƘŜƴ ŎƻƳǇŀǊƛƴƎ b./Ωǎ 

response to both Brian Williams and Donald Trump I am saddened.  Perhaps it is further evidence/proof 

that the goal of a company is to maximize shareholder wealth without an ethical/moral focus.  I am just 

saddened.) 

 

1 July 2015 

 



Question: ²Ƙŀǘ ƛǎ ǘƘŜ ƭŜǎǎƻƴ ƭŜŀǊƴŜŘ ŦǊƻƳ aŀŎȅΩǎΚ 

 

Payment failure pitches IMF into uncharted waters ς Pg. 2 

- ¦ƴŘŜǊ LaC ǊǳƭŜǎ DǊŜŜŎŜΩǎ ŦŀƛƭǳǊŜ ǘƻ ƳŀƪŜ ŀ ǊŜǉǳƛǊŜŘ мΦрōƴ όŜǳǊƻύ ǇŀȅƳŜƴǘ ōȅ ǘƘŜ ŎƭƻǎŜ ƻŦ 

business in Washington will have immediate repercussions: Athens will no longer be able to 

access IMF financing until it clears the debt.  It also sets off a series of notifications and 

procedures that could eventually culminate in Greece losing its voting rights in the fund or 

even being kicked out 

- The IMF has only ever been defaulted on by smaller, developing members 

- There is further symbolism in the fact that Greece, which joined the IMF in 1945 and was 

among its founding members, is both European and far richer than many of the 188 

countries that now belong to the fund 

- The missed payment comes at an awkward time for the IMF.  Like its sister institution in 

Washington, the World Bank, the fund is fighting to retain its international relevance as 

emerging powers such as China set about creating rival institutions 

- ¦ƴŘŜǊ ŀǊǘƛŎƭŜ ŦƛǾŜ ƻŦ ǘƘŜ LaCΩǎ ŀǊǘƛŎƭŜǎ ƻŦ ŀƎǊŜŜƳŜƴǘ ǘƘŜ ŦǳƴŘ Ŏŀƴ ǾƻǘŜ ǘƻ give members 

ƳƻǊŜ ǘƛƳŜ ǘƻ ǊŜǇŀȅ ǘƘŜ ŦǳƴŘ ƛŦ ƛǘ ƛǎ ŦŀŎƛƴƎ άŜȄŎŜǇǘƛƻƴŀƭ ƘŀǊŘǎƘƛǇέ 

 

Mood turns anxious as banks ration pensions ς Pg. 3 

- Greek banks struggled yesterday to arrange payments to hundreds of thousands of cash-

strapped pensioners amid mounting fears that capital controls imposed this week may not 

be sufficient to prevent a financial meltdown 

 

Prices of Greek bonds imply likely default ς Pg. 22 

- Non-regulated, over-the-counter trading of bonds remains possible and one banker in 

Europe said he had seen a small number of Greek bond sales on Monday 

- Χŀ ƴǳƳōŜǊ ƻŦ ŜƭŜŎǘǊƻƴƛŎ ōƻƴŘ ǇƭŀǘŦƻǊƳǎ ƘŀǾŜ ǎǳǎǇŜƴŘŜŘ ŦƛȄŜŘ-income trading as the 

!ǘƘŜƴǎ ǎǘƻŎƪ ŜȄŎƘŀƴƎŜ ŀƴŘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ōŀƴƪǎ ǎǘŀȅ ǎƘǳǘ ŀƘŜŀŘ ƻŦ {ǳƴŘŀȅΩǎ ǊŜŦŜǊŜƴŘǳƳ ƻƴ 

new bailout terms offered by the countrȅΩǎ ŎǊŜŘƛǘƻǊǎ 

 

Answer: It is ok to associate yourself with some that have views like Donald Trump provided he does not 

ŜȄŜǊŎƛǎŜ Ƙƛǎ Ŏƻƴǎǘƛǘǳǘƛƻƴŀƭ ǊƛƎƘǘ ƻŦ άCǊŜŜέ ǎǇŜŜŎƘΦ  LŦ 5ƻƴŀƭŘ ¢ǊǳƳǇ ŜȄǇǊŜǎǎŜǎ Ƙƛǎ ǘǊǳŜ ǾƛŜǿǎΣ ōǳǎƛƴŜǎǎ 

ΨǘƛŜǎΩ Ƴǳǎǘ ōŜ ǎŜǾŜǊŜŘΗ όtǊƻŦ bƻǘŜΥ ¢ǊǳƳǇΩǎ ǳƴǎŀǾƻǊȅ ŎƻƳƳŜƴǘǎ, views and opinions, I do not believe, 

ŀǊŜ ƴŜǿ ǘƻ ƘƛƳΦ  aŀŎȅΩǎ Ƙŀǎ ōŜŜƴ ǇŜŘŘƭƛƴƎ Ƙƛǎ ǿŀǊŜǎ ŦƻǊ мл ȅŜŀǊǎΦ  9ƛǘƘŜǊ aŀŎȅΩǎ ƛǎ ǎǳŎƘ ŀ ǇƻƻǊ 

institution that they did not underwrite the personal views of a major business partner or simply did not 

care unless they were made public.  Which is worse?!) 

 

30 June 2015 

 

Question: Ignoring depreciation, what is an easy way to determine after-tax returns in real estate? 

 

DǊŜŜƪ ǾƻǘŜǊǎ ǿŀǊƴŜŘ ǘƘŀǘ ōŀƛƭƻǳǘ ǊŜƧŜŎǘƛƻƴ ǿƻǳƭŘ ǎǇŜƭƭ Ψbƻ ǘƻ 9ǳǊƻǇŜΩ ς Pg. 1 



- 9ǳǊƻǇŜŀƴ ƭŜŀŘŜǊǎ ǿŀǊƴŜŘ DǊŜŜƪǎ ǘƘŀǘ {ǳƴŘŀȅΩǎ ǾƻǘŜ ƻƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ōŀƛƭƻǳǘ 

was a referendum on its membership of the Eurozone, insisting rejection would bring no 

better offer and could have disastrous economic consequences 

- Missing the payment will put Greece in a category with Zimbabwe, Sudan and Cuba ς 

ǘƘƻǳƎƘ ŎǊŜŘƛǘ ǊŀǘƛƴƎ ŀƎŜƴŎƛŜǎ ŀƴŘ 9ǳǊƻȊƻƴŜ ƻŦŦƛŎƛŀƭǎ ƛƴǎƛǎǘ ǘƘŜ ƳƻǾŜ ǿƛƭƭ ƴƻǘ ŀŦŦŜŎǘ !ǘƘŜƴǎΩ 

other loans 

- Investors sold bonds in the Eurozone periphery and sought refuge in German government 

debt 

 

Use of sedative in prisoner executions upheld ς Pg. 5 

- In a fiery end to a term that had seen the Supreme Court legalize same-sex marriage 

ƴŀǘƛƻƴǿƛŘŜ ŀƴŘ ǳǇƘƻƭŘ ŀ ŎǊǳŎƛŀƭ ŎƻƳǇƻƴŜƴǘ ƻŦ tǊŜǎƛŘŜƴǘ .ŀǊŀŎƪ hōŀƳŀΩǎ ƘŜŀƭǘƘŎŀǊŜ ƭŀǿΣ 

the highest court declined to bar the use of a controversial drug in executions, paving the 

way for some states to restart meting out capital punishment 

- όtǊƻŦ bƻǘŜΥ ²Ƙŀǘ Ŏŀƴ ōŜ ƳƻǊŜ άŎǊǳŜƭ ŀƴŘ ǳƴǳǎǳŀƭέ ǘƘŀƴ ŘŜŀǘƘΦ  ¢ƘŜ ŜȄŜŎǳǘƛƻƴ ƻŦ ŀ ǇǊƛǎƻƴŜǊ 

is $500,000 more expensive than lifetime incarceration.  Is not executing someone not 

another invoice on society?  Is not lifetime incarceration a worse punishment?) 

 

Ψнлмр ƛǎ ǘƘŜ ƴŜǿ нллтΩ ŀǎ ōƛƎ ŘŜŀƭǎ ǇƛŎƪ ǳǇ ǇŀŎŜ ς Pg. 15 

- Compared with the boom years for M&A in the mid 2000s, the global economy is weaker, 

interest rates are at historic lows and many groups are sitting on large piles of cash.  What is 

ǘƘŜ ǎŀƳŜΣ ŜƛƎƘǘ ȅŜŀǊǎ ƻƴΣ ƛǎ ōŀƴƪŜǊǎΩ ŀōƛƭƛǘȅ ǘƻ ǇǳǎƘ ǳǇ ǾŀƭǳŜǎ ς so much so that this year is 

set to be the strongest for deals since the 2007 peak 

- Given the size of deals being attempted, many are being funded partly with shares ς which 

creates an additional risk for targets, as big deals may take as long as 18 months to close 

 

Puerto Rico bonds tumble as coffers run dry ς Pg. 20 

- Puerto RicoΩǎ ōƻƴŘǎ ǘǳƳōƭŜŘ ǘƻ ƴŜǿ ƭƻǿǎ ŀŦǘŜǊ ǘƘŜ ƛǎƭŀƴŘΩǎ ƎƻǾŜǊƴƻǊ ŀŘƳƛǘǘŜŘ ǘƘŀǘ ƛǘǎ 

Ϸтлōƴ ŘŜōǘ ǇƛƭŜ ǿŀǎ άƴƻǘ ǇŀȅŀōƭŜέ ŀƴŘ ŀ ǊŜǇƻǊǘ ƻƴ ǘƘŜ ŜŎƻƴƻƳȅ ǿŀǊƴŜŘ ǘƘŀǘ ǘƘŜ ŦƛǎŎŀƭ ŎǊƛǎƛǎ 

was even deeper than previously thought 

- The yield of a $3.5bn bond issued last year slid to trade at just 71 cents on the dollar, 

implying a record annual yield of more than 12% 

- Public sector debt is estimated to have reached 100% of GDP at the end of last year, with 

revenues on average 15% lower than projected since 2004 

 

Answer: Multiple interest rate by (1 ς T), i.e. one minus the tax rate (just like WACC) 

 

29 June 2015 

 

Question: How long did it take the Dow Jones Industrial Average (DJIA) to recover from the depths of 

the lows during the Great Depression? 

 

NY banking watchdog sinks teeth into new benchmark manipulation scandal ς Pg. 1 



- bŜǿ ¸ƻǊƪΩǎ ōŀƴƪƛƴƎ ǊŜƎǳƭŀǘƻǊ ƛǎ ǇǊƻōƛƴƎ ŀƴ ŜƳŜǊƎƛƴƎ ōŜƴŎƘƳŀǊƪ ǘǊŀŘƛƴƎ ǎŎŀƴŘŀƭ ǊŜƭŀǘƛƴƎ ǘƻ 

ǘƘŜ ǎǳǎǇŜŎǘŜŘ ƳŀƴƛǇǳƭŀǘƛƻƴ ƻŦ ¦{ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǎǿŀǇǎΣ Χ 

- BaFin found that a New York trader tried to rig Isdafix in 201л ǘƻ ƘŜƭǇ ǘƘŜ ōŀƴƪΩǎ Ǉƻǎƛǘƛƻƴ ŀǘ 

the expense of fun management client Pimco.  The regulator only became aware of the 

ƛǎǎǳŜ ŀŦǘŜǊ tƛƳŎƻ ŎƻƳǇƭŀƛƴŜŘΣ Χ 

 

wŀǘŜ ǊƛǎŜ Ψƛƴ ǇƭŀȅΩ ŀǎ Ƨƻōǎ ƳŀǊƪŜǘ ƘƻƭŘǎΣ ǎŀȅǎ bŜǿ ¸ƻǊƪ CŜŘ ŎƘƛŜŦ ς Pg. 2 

- A Federal Reserve interest rate ƛƴŎǊŜŀǎŜ ǿƛƭƭ ōŜ άǾŜǊȅ ƳǳŎƘ ƛƴ Ǉƭŀȅέ ŀǘ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ 

{ŜǇǘŜƳōŜǊ ƳŜŜǘƛƴƎ ƛŦ ǘƘŜ ǊŜŎŜƴǘ ǎǘǊŜƴƎǘƘŜƴƛƴƎ ƻŦ ǘƘŜ ¦{ ŜŎƻƴƻƳȅ ŎƻƴǘƛƴǳŜǎΣ Χ 

- Mounting evidence of recoveries in Europe and Japan had also reduced the economic 

divergence between the advanced economies ς ŜǾŜƴ ƛŦ DǊŜŜŎŜ ǊŜƳŀƛƴŜŘ ŀ άƘǳƎŜ ǿƛƭŘ 

ŎŀǊŘέΧ 

- US growth stalled in the first quarter, in part because of bad weather and a port stroke, 

derailing arguments for a rate hike as soon as this month 

- A 15% surge in the trade-weighted dollar has dragged on trade data and on inflation, 

ŎƻƳǇƭƛŎŀǘƛƴƎ ǘƘŜ CŜŘΩǎ ǊŀǘŜǎ ŘŜƭƛōŜǊŀǘƛƻƴǎ 

- Over the longer term, if yields failed to budge the Fed could easily lift rates faster if needed 

ǘƻ ƭƛŦǘ ƳŀǊƪŜǘ ǊŀǘŜǎΣ Χ 

 

China cuts rates to calm rattled market ς Pg. 4 

- /ƘƛƴŀΩǎ ǊƻƭƭŜǊ-coaster stocks will again be under the spotlight after the central bank cut 

benchmark interest rates to a record low at the weekend, a move interpreted by analysts as 

ŀƴ ŀǘǘŜƳǇǘ ǘƻ ǘŜƳǇŜǊ ƭŀǎǘ ǿŜŜƪΩǎ ƳŀǊƪŜǘ ƳŜƭǘŘƻǿƴ 

- ¢ƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ /Ƙƛƴŀ ŀǇǇŜŀǊŜŘ ǘƻ ǊŜspond o Saturday, when it cut the one-year 

lending rate by 25bps to 4.85% - its fourth cut since November ς and lowered the amount of 

reserves certain banks are required to hold by 50bps 

- /ƘƛƴŀΩǎ ǎǘƻŎƪ ƳŀǊƪŜǘ ƛǎ ǿƛŘŜƭȅ ǎŜŜƴ ŀǎ ŘǊƛǾŜƴ ōȅ ǇƻƭƛŎȅ ŀǘ ƭŜŀǎǘ ŀǎ Ƴuch as company 

fundamentals 

- The one-year deposit rate will similarly be lowered 25bps to 2% 

 

Answer: Approximately 25 years 

 

27 June 2015 

 

Question: If you need a $500,000 mortgage for 30-years and the most you can pay for Principal and 

Interest per month is $2,500.00, what is the maximum interest rate you can accept? 

 

5ŜǳǘǎŎƘŜΩǎ Wŀƛƴ ǎǳǎǇŜŎǘŜŘ ƻŦ ƭȅƛƴƎ ς Pg. 1 

- Mr Jain, who stepped down as joint chief executive this month, is expected by BaFin of 

ƘŀǾƛƴƎ άƪƴƻǿƛƴƎƭȅ ƳŀŘŜ ƛƴŀŎŎǳǊŀǘŜ ǎǘŀǘŜƳŜƴǘǎέ ƛƴ ŀ нлмн ƛƴǘŜǊǾƛŜǿ ǿƛǘƘ DŜǊƳŀƴȅΩǎ 

Bundesbank about the benchmark-setting process (Prof Note: Mr Jain should have worked 

for NBC, in this case he would simply have been reassigned to another position) 

 

Dŀȅ ƳŀǊǊƛŀƎŜ ǊǳƭƛƴƎ ƘŜƭǇǎ ǎƘŀǇŜ ŀ ƴŀǘƛƻƴΩǎ ŦǳǘǳǊŜ ōǳǘ ŀƭǎƻ ƎŀƭǾŀƴƛȊŜǎ opponents ς Pg. 3 



- Until 2013, the US had a law in place, the Defense of Marriage Act, that allowed the refusal 

of federal marriage benefits, such as social security, to legally married same-sex couples 

- ΧΦǿǊƛǘƛƴƎ ŀ ǎǿŜŜǇƛƴƎΣ р-4 opinion that emphasized gay ŀƴŘ ƭŜǎōƛŀƴǎΩ ǉǳŜǎǘ ŦƻǊ άŜǉǳŀƭ ŘƛƎƴƛǘȅ 

ǳƴŘŜǊ ǘƘŜ ŜȅŜǎ ƻŦ ǘƘŜ ƭŀǿέΦ  άLǘ ǿƻǳƭŘ ƳƛǎǳƴŘŜǊǎǘŀƴŘ ǘƘŜǎŜ ƳŜƴ ŀƴŘ ǿƻƳŀƴ ǘƻ ǎŀȅ ǘƘŜȅ 

disrespect the idea of marriage.  Their pleas is that they do not respect it, respect it so 

deeply that they seek to find its fulfilment for themselves.  Their hope is not to be 

ŎƻƴŘŜƳƴŜŘ ǘƻ ƭƛǾŜ ƛƴ ƭƻƴŜƭƛƴŜǎǎΣ ŜȄŎƭǳŘŜŘ ŦǊƻƳ ƻƴŜ ƻŦ ŎƛǾƛƭƛȊŀǘƛƻƴΩǎ ƻƭŘŜǎǘ ƛƴǎǘƛǘǳǘƛƻƴǎέ όtǊƻŦ 

Note: Perhaps I am missing something but legally I see marriage as a contract between two 

individuals. Given the illegality of discrimination, I do not know why this has taken so long.  

Two consenting adults should be able to enter a contract.  When there is no emotion, seems 

fairly straightforward, at least to me.) 

 

Answer: Ŧ ŎƭȄΣ рллллл ŎƘǎ ǇǾΣ ол Ǝ ƴΣ нрлл ǇƳǘΣ ƛΧлΦосрс Χ мн ·Χ пΦоутм҈ όŀƴǎǿŜǊΥ пΦоутм҈ύ 

 

26 June 2015 

 

Question: A young couple gets married, purchases a house and conceives a child on the wedding 

night/day (busy night/day!).  The house has a $400,000 mortgage, 4.50% interest rate and is a 30-year 

fixed mortgage.  What must they couple pay each month to have the house paid off in 19 years, i.e. 

when the child first leaves for College? 

 

Gates open Microsoft co-found to pump $2bn into green technologies ς Pg. 1 

- Mr Gates, who is listed by Forbes as the ǿƻǊƭŘΩǎ ǊƛŎƘŜǎǘ ǇŜǊǎƻƴ ǿƛǘƘ ŀ ƴŜǘ ǿƻǊǘƘ ƻŦ ŀƭƳƻǎǘ 

$80bn, said he had invested directly in about 15 companies and indirectly in another 30 

- 5ŜǎŎǊƛōƛƴƎ ƘƛƳǎŜƭŦ ŀǎ ŀ άŘƻǳōƭŜ ōƻǘǘƻƳ ƭƛƴŜέ ƛƴǾŜǎǘƻǊΣ aǊ DŀǘŜǎ ǎŀƛŘ ƘŜ ǿŀǎ ƭƻƻƪƛƴƎ ŦƻǊ ŀ 

societal benefit as much as any financial return 

 

US household spending points to rebound ς Pg. 4 

- Spending by US households jumped by the most in nearly six years in May, lifted by stronger 

incomes and reinforcing evidence of a second-quarter rebound in the economy 

- Expenditure rose by 0.9%, far quicker than the 0.1% rise in April and the strongest rise since 

August 2009 

- The apparent reluctance of US consumers to spend the savings from the oil price drop has 

perplexed officials at the Federal Reserve and added to calls for caution on plans for higher 

short-term interest rates 

- Incomes increased 0.5% in May from the previous month, or 4.4% from a year earlier, 

underpinning signs that a stronger labour market is leading to improved wages.  The 

personal saving rate dropped to 5.1% in may, compared with 5.4% in April 

 

Supreme Court backs housing bias lawsuits ς Pg. 4 

- Discrimination lawsuits in housing cases do not have to prove intentional bias against 

ƳƛƴƻǊƛǘƛŜǎ ǘƻ ōŜ ŎƻƴǎƛŘŜǊŜŘ ōȅ ǘƘŜ ŎƻǳǊǘǎΣ ΧΦǳǇƘƻƭŘǎ ŀ ǎǘǊŀǘŜƎȅ ƭƻƴƎ ǎǳǇǇƻǊǘŜŘ ōȅ ŎƛǾƛƭ Ǌƛghts 

groups 

 



US bond issuance set for sizzling summer ς Pg. 22 

- Uncertainty caused by Greece ς as well as lower liquidity in secondary markets and the 

volatility of German Bunds ς ƛǎ ŎŀǳǎƛƴƎ ŀ ōŀŎƪƭƻƎ ƻŦ ŘŜŀƭǎ ǘƻ ŎƭƻƎ ōŀƴƪǎΩ ǇƛǇŜƭƛƴŜǎ 

- Uncertainty has not affected dollar-ōŀǎŜŘ ŘŜōǘ ǎŀƭŜǎΧ 

- For the moment, the euro and US market are diverging: dollar corporate bonds stand at a 

year-to-date and half-ȅŜŀǊ ǊŜŎƻǊŘ ƘƛƎƘΣ ǿƘŜǊŜŀǎ ǘƘŜ ŜǳǊƻ ƳŀǊƪŜǘΩǎ ŀŎǘƛǾƛǘȅ ƛǎ с҈ ƭƻǿŜǊ ƻƴ 

ǘƘŜ ǎŀƳŜ Ǉƻƛƴǘ ƭŀǎǘ ȅŜŀǊΣΧ 

- This is the second instance of European debt markets freezing in as many months.  During 

May, a sudden rise in government debt yields, which many corporate bonds are priced off, 

resulted in issues delaying deals 

- A further complication added by investors concerned about bond market liquidity 

 

Answer: C /ƭȄΣ пллллл ŎƘǎ ǇǾ пΦр Ǝ L мф Ǝ ƴ ǇƳǘΧнΣсмо 

 

25 June 2015 

 

Question: Where in the world is Mario (Advanced Pro Forma from Hopkins)? 

 

German hotel group offers ultimate luxury ς the chance to drop off the grip ς Pg. 1 

- A silver switch next to the beds in the Villa Stephanie spa resort in Baden-Baden activates a 

copper grip in the walls to block wireless internet signals 

- So far about half his guests have opted, as some point during their stay, to kill the internet, 

prompting plans to extend the system to other hotels 

- He predicted the technology would be common in luxury homes within five years (Prof 

bƻǘŜΥ ΧŀƴŘ ǿƘȅ ƛƴŘƛǾƛŘǳŀƭǎ Ŏŀƴƴƻǘ ǘǳǊƴ ƻŦŦ ŘŜǾƛŎŜǎΚΗύ 

 

OECD warns of threat to pension funds and insurers ς Pg. 3 

- Retirement funds and life assurers are in danger of being unable to keep their promises to 

pensioners and policyholders due to rock-bottom interest-ǊŀǘŜǎΣ Χ 

- Ultra-ƭƻƻǎŜ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅ ǇƻǎŜǎ άǎŜǊƛƻǳǎ ǇǊƻōƭŜƳǎ ǘƻ ǘƘŜ ǎƻƭǾŜƴŎȅέ ƻŦ ǇŜƴǎƛƻƴ ǎŎƘŜƳŜǎ 

and insurers as they struggle to ǇǊƻŘǳŎŜ ŜƴƻǳƎƘ ƛƴŎƻƳŜ ǘƻ ŦǳƴŘ ǘƘŜƛǊ ƻōƭƛƎŀǘƛƻƴǎΣ Χ 

- The warning is among the starkest yet about how institutions from Germany to the US can 

generate sufficient returns to meet their obligations without taking on extra risks 

- The OECD raised the prospect the funds could be forced to cut payouts to retirees, saying 

ǘƘŜȅ Ƴŀȅ ƘŀǾŜ ǘƻ άǊŜƴŜƎƻǘƛŀǘŜέ ǘƘŜƛǊ ǇǊƻƳƛǎŜǎ ǘƻ ǊŜƳŀƛƴ ǎǳǎǘŀƛƴŀōƭŜ όtǊƻŦ bƻǘŜΥ ¢Ƙƛǎ ƛǎ ǿƘȅ 

I stress so strongly personal retirement planning.) 

 

Answer: ¢ƘŜ ƭŀǎǘ άǎƛƎƘǘƛƴƎέ ǿŀǎ {ŀƭǘ [ŀƪŜ /ƛǘȅΦ Lǘ ƛǎ on good authority he is headed to Yellowstone! 

 

24 June 2015 

 

Question: $525,000 loan, 30-yr, 4.25%, and couple pays $4,000/mo consistently.  How long does it take 

to retire the loan (years)? 

 



Price falls add to China slowdown ς Pg. 6 

- Falling prices in China are helping mask a significantly worse economic slowdown than 

official figures suggest 

- An analysis of nominal GDP growth rates shows that the Chinese economy slowed from 

quarterly year-on-year expansion of nearly 20% in 2011 to just 5.8% growth in the first 

quarter of this year 

- In contrast, national output fell from 9.5% to 7% over the same period using inflation-

ŀŘƧǳǎǘŜŘ ǊŜŀƭ D5t ƎǊƻǿǘƘ ǊŀǘŜǎΣ ƛƴŘƛŎŀǘƛƴƎ ŀ ƳǳŎƘ ǎƳƻƻǘƘŜǊ ŀƴŘ ƳƻǊŜ ƎǊŀŘǳŀƭ άǎƻŦǘ 

ƭŀƴŘƛƴƎέ ŦƻǊ ǘƘŜ ǿƻǊƭŘΩǎ ǎŜŎƻƴŘ-largest economy 

- ΧD5t ŘŜŦƭŀǘƻr turned negative in the first quarter of this year, which helped to flatter 

nominal GDP growth of 5.8% and provide a headline real GDP growth figure of 7%, which is 

ŀƭǎƻ .ŜƛƧƛƴƎΩǎ ƻŦŦƛŎƛŀƭ ƎǊƻǿǘƘ ǘŀǊƎŜǘ ŦƻǊ ǘƘƛǎ ȅŜŀǊ 

- Average revenue growth for listed companies slumped for nearly 30% expansion in the first 

quarter of 2011 to just 0.7% in the first quarter 

- By contrast, Chinese equities have been caught in a raging bull market.  In spite of a 13% 

decline last week the benchmark Shanghai Composite index is still up by more than 125% 

ŦǊƻƳ ŀ ȅŜŀǊ ŀƎƻΣ ŦƻƭƭƻǿƛƴƎ aƻƴŘŀȅΩǎ ǊŜōƻǳƴŘ ƻŦ нΦн҈ 

 

aƻƻŘȅΩǎ ǎŜǘǎ ƻǳǘ ǎƘŀƪŜ-up for clearing houses ς Pg. 20 

- The credit quality of clearing houses involved in derivatives and whether they are a potential 

source of systemic risk is triggering ŀ ǊŜŀǎǎŜǎǎƳŜƴǘ ƻŦ ǘƘŜ ƛƴŘǳǎǘǊȅ ōȅ aƻƻŘȅΩǎ Χ 

- Clearing houses have assumed a crucial role within the massive over-the-counter derivatives 

industry in the wake of the financial crisis.  Regulators have mandated that derivatives move 

into clearing houses, so that the central authority can collect collateral from entities 

involved in a trade.  This helps cover potential losses should a counter-party default, with 

the aim of reducing credit risk and averting the kind of turmoil that erupted with the failure 

of Lehman Brothers in 2008 

- ΧǎƻƳŜ ƻōǎŜǊǾŜǊǎ ƘŀǾŜ ǿŀǊƴŜŘ ŎƻƴŎŜƴǘǊŀǘƛƴƎ Ǌƛǎƪ ƛƴ ƻƴŜ ǇƭŀŎŜ ƛƴŎǊŜŀǎŜǎ ǘƘŜ ǎȅǎǘŜƳƛŎ 

consequences should a clearing house fail, leaving taxpayers on the hook in a crisis 

 

Bank of China in four currency bond sale ς Pg. 22 

- Bank ƻŦ /Ƙƛƴŀ ƛǎ ǇƻƛǎŜŘ ǘƻ ƭŀǳƴŎƘ ǘƘŜ ǿƻǊƭŘΩǎ ŦƛǊǎǘ Ƴǳƭǘƛōƛƭƭƛƻƴ ŦƻǳǊ-currency bond deal in an 

eye-ŎŀǘŎƘƛƴƎ ŜŦŦƻǊǘ ǘƻ ǇǊƻǾƛŘŜ ŦǳƴŘƛƴƎ ŦƻǊ /ƘƛƴŀΩǎ ǎƻ-called new Silk Road infrastructure 

projections 

- The bank plans to raise at least $3bn by offering bonds in US dollars, euros, Singapore 

ŘƻƭƭŀǊǎ ŀƴŘ ǊŜƴƳƛƴōƛΣ Χ 

- The so-called new Silk Road is aimed at boosting links and commerce between China and 

countries on the routes by providing infrastructure and increasing financial and trade ties 

- The bonds in each currency are ŜȄǇŜŎǘŜŘ ǘƻ ōŜ ƛǎǎǳŜŘ ƛƴ άōŜƴŎƘƳŀǊƪέ ǎƛȊŜ 

- ¢ƘŜ ōŀƴƪ ƛǎ ƛƴ ǘƘŜ ǾŀƴƎǳŀǊŘ ƻŦ ǘƘŜ ōƛƎ /ƘƛƴŜǎŜ ōŀƴƪǎΩ ŘŜǎƛǊŜ ǘƻ ŜȄǇŀƴŘ ƻǾŜǊǎŜŀǎ ōȅ ŦƻƭƭƻǿƛƴƎ 

their clients.  About a fifth of its pre-tax profits come from outside the mainland, making it 

by far the most internatiƻƴŀƭ ƻŦ /ƘƛƴŀΩǎ ōƛƎ ŦƻǳǊΣΧ 

 

Answer: 177 months or 14.75 years 



 

23 June 2015 

 

Question: What is the current Federal Discount Rate, i.e. the Discount Rate? 

 

DŜƻǊƎƛŀ ƭŀŎƪǎ ŎǳǊŜ ŦƻǊ ΨhōŀƳŀŎŀǊŜΩ ŎƻƳǇƭŀƛƴǘ ς Pg. 3 

- ¢ƻ ǘƘŜ ƭŀǿΩǎ ŘŜǘǊŀŎǘƻǊǎΣ ǘƘƛǎ ǎǘǊŜǘŎƘ ƻŦ ǊǳǊŀƭ Deorgia is instead an epicenter of its 

shortcomings, driving up already high insurance premiums and making it harder for middle-

class families to afford cover in an area where expensive, chronic conditions such as obesity 

and cancer are common 

- One thing is ŎŜǊǘŀƛƴΥ ƴƻ ƻƴŜ ƪƴƻǿǎ ǿƘŀǘ ǿƛƭƭ ƘŀǇǇŜƴ ƛŦ ǘƘŜ ƴŀǘƛƻƴΩǎ ƘƛƎƘŜǎǘ ŎƻǳǊǘ ƛƴǾŀƭƛŘŀǘŜǎ 

the subsidies designed to make it possible for poor and low-income families to purchase 

ŎƻǾŜǊ ƛƴ DŜƻǊƎƛŀ ǘƘǊƻǳƎƘ ǘƘŜ ŦŜŘŜǊŀƭ ƳŀǊƪŜǘ ǇƭŀŎŜ άhōŀƳŀŎŀǊŜέ ǎŜǘ-up 

- The Supreme Court will rule this month on whether consumers in the 34 states without their 

own exchanges, including Georgia, should be eligible for the tax credits aimed at making 

cover under the ACA affordable 

- ΧƘŜŀƭǘƘŎŀǊŜ ǎȅǎǘŜƳ ǿƘŜǊŜ ǘƘŜ ŜƳŜǊƎŜƴŎȅ ǊƻƻƳ Ƙŀǎ ƭƻƴƎ ōŜŜƴ ǘƘŜ Ƴain ς and only ς point 

of care for many of the estimated 30m-Ǉƭǳǎ ǇŜƻǇƭŜ ǿƘƻ ǎǘƛƭƭ Řƻ ƴƻǘ ƘŀǾŜ ƘŜŀƭǘƘ ƛƴǎǳǊŀƴŎŜΣΧ 

 

US appetite for hostile takeovers hits post-crisis high ς Pg. 15 

- Nearly $108bn in potential deals were rejected over the weekend amid a boom in US hostile 

takeover attempts not seen since before the financial crisis 

- The rejections mean the number of hostile-deals launched by US companies since the start 

ƻŦ нлмр Ƙŀǎ ŘƻǳōƭŜŘ ǎƛƴŎŜ ǘƘŜ ǎŀƳŜ ǇŜǊƛƻŘ ƭŀǎǘ ȅŜŀǊΣ ŦǊƻƳ нл ǘƻ плΣ Χ 

- Cheap financing has beŜƴ ŀƴ ŜƴƻǊƳƻǳǎ ƛƴŎŜƴǘƛǾŜ ǘƻ ǎǘǊƛƪŜ ŘŜŀƭǎ ƴƻǿΣΧ 

 

Answer: 75bps 

 

22 June 2015  

 

Question: What is USD 30-day Libor? 

 

UK ringfence rules hand foreign banks cross-selling advantage, says RBS head ς Pg. 11 

- British banks far being blocked from cross-selling products to their clients under ringfencing 

ǊǳƭŜǎ ǘƘŀǘ ƘŀƴŘ ŀ ōƛƎ ŀŘǾŀƴǘŀƎŜ ǘƻ ŦƻǊŜƛƎƴ ǊƛǾŀƭǎΣ ΧΦ 

- Foreign banks, such as JPMorgan Chase, will be exempt from the ringfencing rules, so face 

fewer cross-selling restrictions and could pick up more business, such as interest rate 

ǎǿŀǇǎΧ 

 

Bond and equity fears raise sell-off risk ς Pg. 12 

- Growing worries over equity valuations and fears a bubble in bonds is about to collapse are 

sparking greater risks of a violent sell-off this summer in international stock and fixed 

income markets 



- Two out of three global fund managers and market analysts think developed world equities 

ŀǊŜ ƻǾŜǊǾŀƭǳŜŘΣ ǿƘƛƭŜ ǘƘǊŜŜ ƻǳǘ ƻŦ ŦƻǳǊ ǎŀȅ ǘƘŜǊŜ ƛǎ ŀ ōǳōōƭŜ ƛƴ ōƻƴŘǎΧ 

- More than 60% fear developed world equity markets are overvalued, which is the highest 

number recorded in the quarterly valuations survey since it was launched three years ago 

- Several factors ς from Greece, expectations of US rate increases for the first time in a 

decade, worries over Chinese asset prices and the lack of liquidity ς could also conspire to 

undermine sentiment 

 

Answer: About 19bps (depends upon the week) 

 

20 June 2015 

 

Question: What is the lesson that NBC has demonstrated to Roger Staiger by allowing Brian Williams to 

return? 

 

China growth slowdown takes bit out of Hershey ς Pg. 8 

- It expects net sales for the year to grow by 2.5-3.5%, compared with the guidance it gave 

just two months ago of 4.5-5.5% 

- IŜǊǎƘŜȅ ǊŀƳǇŜŘ ǳǇ ƛǘǎ ǇǊŜǎŜƴŎŜ ƛƴ !ǎƛŀΩǎ ƭŀǊƎŜǎǘ ŜŎƻƴƻƳȅ ǿƛǘƘ ǘƘŜ ŀŎǉǳƛǎƛǘƛƻƴ ƻŦ {ƘŀƴƎƘŀƛ 

Golden Monkey in 2013, aiminƎ ǘƻ ŎŀǇƛǘŀƭƛȊŜ ƻƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƎǊƻǿƛƴƎ ƳƛŘŘƭŜ Ŏƭŀǎǎ 

 

China tumbles to worst week in years ς Pg. 11 

- /ƘƛƴŜǎŜ ǎǘƻŎƪǎ ƘŀǾŜ ǊŜŎƻǊŘŜŘ ǘƘŜƛǊ ǿƻǊǎǘ ǿŜŜƪ ǎƛƴŎŜ нллу ŀǎ ƛƴǾŜǎǘƻǊǎ ŦǊŜǘ ǘƘŀǘ /ƘƛƴŀΩǎ 

world-beating equity rally has run its course 

- A rift has emerged between foreign and Chinese investors and analysts, with offshore 

investors increasingly bearish 

- Beyond rich valuations, efforts by regulators to damp down an explosion in margin lending 

have also weighted on sentiment.  The securities regulator has published draft rules that 

would limit the amount of loans brokerages could make to sock investors to four times net 

capital  

 

Answer: Is it ok to lie and misrepresent.  Just do not get caught until you are at a senior level and then 

you will be forgiven and provided a second chance.  NBC blew an opportunity to demonstrate 

accountability in reporting.  It is a sad day, in my opinion, in the U.S.  If the news agencies do not hold 

truthful reporting as a standard, why should financial institutions expect ethics?  Perhaps we need an 

Ethics I and II in graduate programmes?!  

 

19 June 2015 

 

Question: An individual with a credit score is 643.  Honda offered 0.9% financing.  What is the best rate 

that was offered to this individual? 

 

ΨDǊŀŘǳŀƭΩ ƛǎ ǘƘŜ ǿƻǊŘ ŀǎ ¸ŜƭƭŜƴ ǎǘǊƛǾŜǎ ǘƻ ŀǎǎǳŀƎŜ ƳŀǊƪŜǘǎ ς Pg. 2 

- ΧǳǇǿŀǊŘǎ ƳƻǾŜǎΣ ǿƘŜƴ ǘƘŜȅ ŜǾŜƴǘǳŀƭƭȅ ŎƻƳŜΣ ǿƛƭƭ ōŜ άƎǊŀŘǳŀƭέΣ Χ 



- The Fed wants to assure markets that it will pursue a gentle tightening path that minimizes 

the risks of spikes in market rates, or a sell-off in global financial markets 

- {ƻƳŜ άŎȅŎƭƛŎŀƭ ǿŜŀƪƴŜǎǎέ ǊŜƳŀƛƴǎ ƛƴ ǘƘŜ ƭŀōƻǳǊ ƳŀǊƪŜǘ ŜǾŜƴ ŀŦǘŜǊ ǊŜŎŜƴǘ Ŧŀƭƭǎ ƛƴ 

unemployment.  Continuing effects of the dollar surge will hang over US growth and 

inflation 

- Even by 2017 the median projected level for the base-level Fed funds rate remains 2.875% - 

far below the 3.75% level currently considered by most FOMC members to be the longer-

run norm 

 

A bloated Fed prepares to shape up ς Pg. 9 

- Χ¦{ ŎŜƴǘǊŀƭ ōŀƴƪ ǿƛƭƭ ƴƻǘ ǊŀƛǎŜ ǘƘŜ ŎǊǳŎƛŀƭ CŜŘŜǊŀƭ CǳƴŘǎ ǊŀǘŜ ǘƘƛǎ month 

- ΧǎŜŎƻƴŘ ŀǊƎǳƳŜƴǘ ƛǎ ǳƴŘŜǊ ǿŀȅ ŀōƻǳǘ Ƙƻǿ ǘƘŜ CŜŘ ǿƛƭƭ ǳƴǿƛƴŘ ǘƘŜ ŜȄǘǊŀƻǊŘƛƴŀǊȅ ǘŜŎƘƴƛŎŀƭ 

experiments it has launched since 2008.   

- There are at least two important issues at stake.  The first is the question of what the Fed 

plans to do with the assets sitting on its balance sheet.  Until the onset of the 2008 financial 

crisis, these totaled about $1tn, mostly in the form of government bonds.  The balance 

sheet has since increased to more than $4tn 

- ΧΦŀ ǘƘƛǊŘ ƻŦ ǘƘŜ ¢ǊŜŀǎǳǊƛŜǎ ƳŀǘǳǊŜ ƛƴ нлмуΦ  {ƻ ƻƴŜ ǉǳestion now subject to fierce debate is 

whether the Fed will be forced to embrace balance sheet activism just to avoid market 

shocks 

- The second, related, issue is what happens to the funds that private banks have parked as 

spare reserves at the central bank in recent years 

- Lƴ ǘƘŜ ŦƛǾŜ ȅŜŀǊǎ ōŜŦƻǊŜ ǘƘŜ нллу ŎǊƛǎƛǎΣ ǘƘŜǎŜ άǊŜǎŜǊǾŜǎέ ǿŜǊŜ ǘƛƴȅΣ Ƨǳǎǘ Ϸммōƴ ƻƴ ŀǾŜǊŀƎŜ 

each day, partly because the Fed did not pay interest to banks 

- But by 2014 the reserve balance had risen to $2.6tn and the Fed pays 25bps of interest 

 

Answer: 5.49%  Credit scores matter!!! 

 

18 June 2015 

 

Question: A poor credit borrowed $30,000 for 6 years at 5.49%.  A high-quality borrower can borrow the 

same amount form Honda at 0.9%.  What is the difference per month in the two payments? 

 

Funds stand to benefit from regulatory rift ς Pg. 16 

- ! Ǝƭƻōŀƭ ŜŦŦƻǊǘ ǘƻ ƭŀōŜƭ ǘƘŜ ōƛƎƎŜǎǘ ŀǎǎŜǘ ƳŀƴŀƎŜǊǎ ŀǎ άǎȅǎǘŜƳƛŎŀƭƭȅ ƛƳǇƻǊǘŀƴǘέ ŀƴŘ ǎǳōƧŜŎǘ 

ǘƘŜƳ ǘƻ ƎǊŜŀǘŜǊ ǎŎǊǳǘƛƴȅ ƛǎ ƛƴ ƧŜƻǇŀǊŘȅ ŀŦǘŜǊ ǘƘŜ ǿƻǊƭŘΩǎ ƳŀǊƪŜǘ ǊŜƎǳƭŀǘƻǊǎ Ƙƛǘ ōŀŎƪ ŀǘ ǘƘŜ 

plans 

- The FSB is due to publish its methodology around designation before the next G20 summit 

in November.  Similar labels assigned to lenders and insurers have resulted in more rigorous 

scrutiny, higher capital and liquidity requirements and stress tests 

 

Fitch warns of growing repo threat ς Pg. 20 

- An important source of short-term funding for banks remains vulnerable in the event of 

substantial bond-ƳŀǊƪŜǘ ǘǳǊƳƻƛƭΣ Χ 



- {ƛƴŎŜ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎ ǊŜƎǳƭŀǘƻǊǎ ƘŀǾŜ ǎƻǳƎƘǘ ǘƻ ǊŜŘǳŎŜ ōŀƴƪǎΩ ǊŜƭƛŀƴŎŜ ƻƴ ǎƘƻǊǘ-term 

funding via repurchase agǊŜŜƳŜƴǘǎΦ  Lƴ ŀ άǊŜǇƻέΣ ōŀƴƪǎ ōƻǊǊƻǿ ƳƻƴŜȅ ŦǊƻƳ ƛƴǾŜǎǘƻǊǎ ŀƴŘ 

pledge their bonds as collateral.  The Banks repurchase the bonds at a later date and return 

cash to investors, usually money-market funds 

- Banks and investors are increasingly concerned about swings in bond prices as markets 

brace for interest rates to rise this year.  Corporate bonds are renowned for being difficult to 

buy and sell once they have been initially issued, and in recent years the market has 

experienced substantial growth 

- The current era of low borrowing costs has spurred US companies to sell debt, and the 

outstanding corporate bond market totals about $8tn, up from $6tn at the end of 2009 

 

Answer: $61.82 

 

17 June 2015 

 

Question: How much more will she pay over the life of the loan due to her credit score? 

 

CŜŘΩǎ ƘƛƎƘ-wire act takes on fresh hazards ς Pg. 6 

- ¢ƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ ƧǳŘƛŎƛƻǳǎ ŎƻƳƳǳƴƛŎŀǘƛƻƴ ƛǎ ŀƭǿŀȅǎ ŀ ƘƛƎƘ-wire act.   

- ΧŘƛŦŦƛŎǳƭǘ ǘŀǎƪ ƛƴ ŎǊŀŦǘƛƴƎ ǘƘŜ ƳŜǎǎŀƎŜ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪ ƛƴǘŜƴŘǎ ǘƻ ǎŜƴŘ ŀǘ ǘƘŜ Ǉƻǎǘ-meeting 

press conference: too hawkish and markets could shudder violently, and too dovish and it 

could exacerbate complacency over the inevitable tightening 

- ΧǘƘŜ ƻŘŘ ŎǳǊǊŜƴǘƭȅ ŦŀǾƻǳǊ {ŜǇǘŜƳōŜǊ ς and markets already choppy, the ability to do so is 

far more limited than has been the norm 

- In a rare intervention the IMF recently advised the Fed to wait until early 2016 for a return 

to more normal monetary policy 

 

Greenberg victory raises Fannie-Freddie stakes ς Pg. 14 

- Since they came under pressure in 2008 it has become received wisdom that Fannie and 

Freddie, so-ŎŀƭƭŜŘ άƎƻǾŜǊƴƳŜƴǘ-ǎǇƻƴǎƻǊŜŘ ŜƴǘŜǊǇǊƛǎŜǎέΣ D{9ǎΣ ǊŜǇǊŜǎŜƴǘ ǘƘŜ ǿƻǊǎǘ ƪƛƴŘ ƻŦ 

άǇǊƛǾŀǘƛȊŜŘ ǇǊƻŦƛǘǎ ŀƴŘ ǎƻŎƛŀƭƛȊŜŘ ƭƻǎǎŜǎέ 

- The Washington-based institutions guarantee home loans.  They operated as public 

companies but with the implicit backing of the US government, a feature that allowed them 

to sell debt cheaply to buyers, including the Japanese and Chinese governments 

- The US government bailed them out in 2008 with a guaranteed capital infusion of up to 

$200bn and demanded a 10% dividend 

- In 2012, officials said in later court filings that they feared Fannie and Freddie would face 

ƳƻǳƴǘƛƴƎ ƭƻǎǎŜǎΣ ōŜ ǳƴŀōƭŜ ǘƻ Ǉŀȅ ǘƘŜ ŘƛǾƛŘŜƴŘ ŀƴŘ ŜƴǘŜǊ ŀ άŘŜŀǘƘ ǎǇƛǊŀƭέ 

- So they changed the terms.  No longer would the GSEs pay a dividend, they would just see 

ŀƭƭ ǘƘŜƛǊ ǇǊƻŦƛǘǎ άǎǿŜǇǘέ ǘƻ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘ 

- By the end of June, Fannie and Freddie will have handed over $230.8bn to the US Treasury, 

but that does not count as a repayment for their bailout and continues indefinitely 

 

 



All eyes on Yellen as she prepares her best shot ς Pg. 24 

- Ms Yellen has impressed on the market how economic data are driving Fed thinking 

- Ms Yellen is timing her public appearances carefully.  She is not planning to attend the 

annual get-together of central bankers in August at Jackson Hole, Wyoming, which puts her 

anticipated half-yearly testimony next month to the Senate Banking Committee firmly in the 

spotlight.   

- The market is losing faith in some of the certainties of the past 

 

Answer: $4,451.19 

 

16 June 2015 

 

Question: Traditionally, how is the gross sales price of a real estate asset estimated in year 10? 

 

IMF fears default and consequences for its reputation ς Pg. 2 

- The IMF is growing frustrated with both Greece and its European creditors and has begun to 

ǇǊŜǇŀǊŜ ŦƻǊ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŘŜōǘ ŎǊƛǎƛǎ ǘƻ ǘŀƪŜ ŀƴƻǘƘŜǊ ǘǳǊƴ ŦƻǊ ǘƘŜ ǿƻǊǎŜ 

- Eurozone governments have strenuously resisted any debt restructuring, arguing any 

discussion of debt relief should be excluded from the current negotiations 

- ¢ƘŜ LaCΩǎ ƎǊƻǿƛƴƎ ŎƻƴŎŜǊƴǎ ŀǊŜ ōŀǎŜŘ ƻƴ ōƻǘƘ ŀ ŦŜŀǊ ŀōƻǳǘ ǿƘŀǘ ǘƘŜ ŜŎƻƴƻƳƛŎ 

consequences of a Greek default might be, but also what it would mean for the funŘΩǎ ƻǿƴ 

standing as new emerging market challengers are being born 

- The IMF is already making contingency plans for a Greek exit 

- DǊŜŜŎŜ ƛǎ ŀƭǎƻ ƴƻǿ ōȅ ŦŀǊ ǘƘŜ ŦǳƴŘΩǎ ƭŀǊƎŜǎǘ ŘŜōǘƻǊΣ Χ 

- Were Greece to miss any of those payments it would become the first developed country in 

ǘƘŜ ŦǳƴŘΩǎ ƘƛǎǘƻǊȅ ǘƻ Ǝƻ ƛƴǘƻ ŀǊǊŜŀǊǎΦ  !ƭǊŜŀŘȅΣ ƛǘ ƛǎ ŜƳǇƭƻȅƛƴƎ ŀ ƭƻƻǇƘƻƭŜ ƭŀǎǘ ǳǎŜŘ ōȅ ½ŀƳōƛŀ 

ƛƴ ǘƘŜ мфулǎ ǘƻ άōǳƴŘƭŜέ ƛǘǎ WǳƴŜ ǇŀȅƳŜƴǘǎΣ ŀŦǘŜǊ ŘƛǎŎƻǾŜǊƛƴƎ ŀ ǿǊƛƴƪƭŜ ƛƴ ǘƘŜ ŦǳƴŘΩǎ ǊǳƭŜǎ 

 

Central banks look at how far sub-zero rates can fall ς Pg. 7 

- ..as the risk of deflation has pushed central banks in the Eurozone, Denmark, Sweden, and 

Switzerland to venture below zero, the question has shifted from whether negative rates 

are possible to how low they can go 

- Critics fear the unprecedented experiment of negative rates could have unwarranted side-

effects, including the formation of asset bubbles and deep disruption to the operation of the 

banking system 

- Economists say that the possibility of negative rates arises because there are costs to storing 

and insuring cash.  Savers will continue to keep their money in a deposit so long as this costs 

less than moving it into a safe 

 

Dividend payers suffer in run-up to Fed move ς Pg. 24 

- ..search for yield in areas of the equity market illustrates the scale of demand for income 

streams that exceed the returns from bonds.  But the trend has shifted, with utilities and 

Reits being punished by a slide in Treasury prices that has pushed yields on 10-year US 



ƎƻǾŜǊƴƳŜƴǘ ǇŀǇŜǊ ǘƻ ǘƘŜƛǊ ƘƛƎƘŜǎǘ ǎƛƴŎŜ {ŜǇǘŜƳōŜǊΣ ŀƴŘ ǿŜƭƭ ŀōƻǾŜ ǘƘŜ {ϧt рллΩǎ ŘƛǾƛŘŜƴŘ 

yield of 2% 

- Utilities and Reits tend to move in tandem with bonds and have registered substantial 

corrections since January 

- Every Reit in the S&P 500 has declinŜŘ ǎƛƴŎŜ WŀƴǳŀǊȅ нуΧ 

- ΧǇǊƛŎŜκŜŀǊƴƛƴƎǎ ƳŜǘǊƛŎǎ ŦƻǊ ǳǘƛƭƛǘƛŜǎ ŀƴŘ wŜƛǘǎ ƘŀǾŜ ƳƻŘŜǊŀǘŜŘ 

 

Corporate issuance of perpetual debt soars ς Pg. 24 

- Global issuance of corporate bonds that may never be redeemed has surged to record levels 

as companies lock in finance at historically low interest rates 

- The bonds have accounted for 3.4% of total corporate issuance, also a record 

- Chinese groups accounted for almost half the total 

 

Answer: Net Operating Income of year 11/Capitalization Rate 

 

15 June 2015 

 

Question: What is a sukuk bond? 

 

US bank and fund chiefs summoned to talks over bond market liquidity fears ς Pg. 15 

- A US financial regulator has summoned senior executives from banks and asset managers 

for two meetings to explore potential solutions to a liquidity crunch confronting bond 

markets 

- One of the measures the financial industry will propose is introducing delayed reporting 

requirements when trading big blocks of debt, a move that would run counter to the trend 

towards increased transparency in financial markets 

- U{ ŎƻǊǇƻǊŀǘŜ ōƻƴŘ ǘǊŀŘŜǎ ƘŀǾŜ ǘƻ ōŜ ǊŜǇƻǊǘŜŘ ǿƛǘƘƛƴ мр ƳƛƴǳǘŜǎ ǘƻ CƛƴǊŀΩǎ ¢ǊŀŘŜ wŜǇƻǊǘƛƴƎ 

and Compliance Engine, or Trace, a rule introduced in 2002 to shed some light on the 

traditional murky debt trading world 

 

Saudi Arabia opens up its $560bn stock market ς Pg. 16 

- {ŀǳŘƛ !ǊŀōƛŀΩǎ ǎǘƻŎƪ ƳŀǊƪŜǘ ƛǎ ƻǇŜƴƛƴƎ ǘƻ ŦƻǊŜƛƎƴ ƛƴǾŜǎǘƻǊǎΣ ƳŀǊƪƛƴƎ ŀ ǎǘŜǇ ŦƻǊǿŀǊŘ ƛƴ ǘƘŜ 

oil-ǊƛŎƘ ƪƛƴƎŘƻƳΩǎ ŜŎƻƴƻƳƛŎ ǊŜŦƻǊƳ ŜŦŦƻǊǘǎ ǘƘŀǘ ŎƻǳƭŘ ǳǎƘŜǊ ƛƴ ŀ ǊǳǎƘ ƻŦ ƻǾŜǊǎŜŀǎ 

investment 

- CǊƻƳ ǘƻŘŀȅΣ ǘƘŜ aƛŘŘƭŜ 9ŀǎǘΩǎ ōƛƎƎŜǎǘ ŜŎƻƴƻƳȅ ǿƛƭƭ ŀƭƭƻǿ direct market access to large 

overseas investors with more than $5bn in assets under management as the conservative 

kingdom continues a gradulalist approach to financial reform 

- Up until now, foreign firms have been using swap instruments to gain limited access and 

account for $9bn, or 1.6%, of the overall market 

- The government also said it is also looking to encourage the listing of Islamic bonds, known 

as sukuk, later this year to help companies raise money more efficiently as state finances 

and banking liquidity come under pressure from lower oil prices 

 

Answer: Islamic complaint debt instrument which pays no interest but earns yield through profit.   



 

13 June 2015 

 

Question: You know that Blue Star airlines is going to fall in value but do not know when through your 

calculations.  What financial strategy that can best profit from this analysis? 

 

Strauss-Kahn acquitted in sex parties case ς Pg. 4 

- The ruling brings an end to the legal strife of Mr Strauss-Kahn, which began in 2011 when a 

New York hotel chambermaid accused him of sexual assault, effectively ending his glittering 

career 

- Charges in the US were eventually dropped and he later settled with the chambermaid out 

of court.  Another charge of attempted rape was then brought in France, but also dropped. 

- This was the final case against him 

- Mr Strauss-Kahn was mocked in the French press for saying he rarely attended sex parties 

ōŜŎŀǳǎŜ ƘŜ ǿŀǎ ōǳǎȅ άǎŀǾƛƴƎ ǘƘŜ ǿƻǊƭŘέΦ  IŜ ǎŀƛŘ ǘƘŀǘ ƘŜ ǿŜƴǘ άƻƴƭȅέ ŀōƻǳǘ ŦƻǳǊ ǘƛƳŜǎ ŀ 

year between 2008 and 2011 

- (Prof Note: I ŀǿŀƛǘ ǘƘŜ ƳƻǾŜΣ άрлΣлллΣлллΣллл ǎƘŀŘŜǎ ƻŦ {ǘǊŀǳǎǎ-YŀƘƴέύ 

 

Zimbabwe ditches worthless currency ς Pg. 4 

- ¢ƘŜ wŜǎŜǊǾŜ .ŀƴƪ ƻŦ ½ƛƳōŀōǿŜ ǎŀƛŘ ƛǘ ǿƛƭƭ ōŜƎƛƴ ŀ ǇǊƻŎŜǎǎ ǘƻ άŘŜƳƻƴŜǘƛȊŜέ ƛǘǎ ŀƭƭ-but-

worthless currency on June 15.   

- Within that window, the notes can be exchanged for US dollars.  After that they will be 

ǿƻǊǘƘƭŜǎǎΣ ǿƘƛŎƘ ƛǎ ƴƻǘ ǎƻ ŘƛŦŦŜǊŜƴǘ ŦǊƻƳ ǘƘŜƛǊ ǾŀƭǳŜ ƴƻǿΥ ǘƘŜ w.½ ǎŀƛŘ ǘƘŀǘ ŀŎŎƻǳƴǘǎ άǿƛǘƘ 

ōŀƭŀƴŎŜǎ ƻŦ ȊŜǊƻ ǘƻ ½ϷмтрǉǳŀŘǊƛƭƭƛƻƴ ǿƛƭƭ ōŜ ǇŀƛŘ ŀ Ŧƭŀǘ ¦{Ϸрέ 

- άIȅǇŜǊƛƴŦƭŀǘƛƻƴέ ŘƻŜǎ ƴƻǘ ōŜƎƛƴ ǘƻ ŜȄǇƭŀƛƴ ǘƘŜ monetary problems in Zimbabwe, which 

denominates currencies with 15 zeros 

- To purchase goods many Zimbabweans were largely dependent on access to US dollars and 

the South African rand that came through remittances sent by migrant workers 

- The IMF forecasts annual growth of 2.8%, down from an estimated 3.2% in 2014, but some 

economists warn that the country is at risk of slipping back into recession 

 

Biggest weekly outflows since crisis ς Pg. 15 

- Emerging market funds have suffered their biggest outflows for this week since the financial 

crisis, as investors pulled billions of dollars from Chinese equities 

- Emerging markets have come under increasing pressure recently as the US dollar has 

strengthened ς something that has often led to the underperformance of EM assets 

- Many developing nations are also in the midst of an economic slowdown, as Chinese 

demand for raw materials wanes and domestic credit booms grind to a halt 

 

Answer: Short the stock or potentially short a futures.  Less leverage with shorting the stock but less 

expensive to maintain position over what could be a longer period of time. 

 

12 June 2015 

 



Question: You know that Blue Star airlines is going to fall in value in the next 100 days through your 

calculations.  What financial instrument can best profit from this analysis? 

 

LaC ǉǳƛǘǎ DǊŜŜŎŜ ǘŀƭƪǎ ŀƳƛŘ ΨŀƛǊ ƻŦ ǳƴǊŜŀƭƛǘȅΩ ς Pg. 2 

- When a Greek counteroffer finally arrived on Monday evening, EU officials were even more 

stunned.  Instead of proposing a redistribution of cuts, as Mr Tsipras had promised, Athens 

wanted to renegotiate lower budget surpluses 

- Berlin has been adamant throughout the crisis that the IMF ς whose technical skills and 

rigour it values over those of the commission ς ǎƘƻǳƭŘ ǎǘŀȅ Ŧǳƭƭ ƛƴǾƻƭǾŜŘΦ  ¢ƘŜ LaCΩǎ ŎƻƴŎŜǊƴǎ 

grew in part because of the increasingly political nature of the discussions 

- !ŎŎƻǊŘƛƴƎ ǘƻ LaC ŎŀƭŎǳƭŀǘƛƻƴǎΣ ǇǳǘǘƛƴƎ DǊŜŜŎŜΩǎ ŜŎƻƴƻƳȅ ƻƴ ŀ ǎǳǎǘŀƛƴŀōƭŜ ǇŀǘƘ ƴƻǿ 

ǊŜǉǳƛǊŜǎΣ ŀǘ ƭŜŀǎǘΣ ŀƴ ŜȄǘŜƴǎƛƻƴ ƻŦ ƳŀǘǳǊƛǘƛŜǎ ƻƴ DǊŜŜŎŜΩǎ ƻǳǘǎǘŀƴŘƛƴƎ ŘŜōǘǎ 

 

Retail sales growth increases prospects of rate rise this year ς Pg. 3 

- The case for a second-quarter recovery in the US economy ς and a rate rise from the Federal 

Reserve this year has been boosted by retail sales data 

- ΧǇƭŜƴǘȅ ƻŦ ǎƛƎƴǎ ƻŦ ƭƛŦŜ ƛƴ ǘƘŜ ¦{ ŜŎƻƴƻƳȅΣ ǿƛǘƘ ŀƭƳƻǎǘ ŀƭƭ ŎŀǘŜƎƻǊƛŜǎ ǎŜŜƛƴƎ gains in May 

and the US census bureau revising up previously weak data for March and April 

- One concern for economists has been what appeared to be more thrifty behavior by US 

consumers in recent months and years, with some raising the possibility of a long-term 

change in saving and spending patterns 

 

Slim prospects of Eurozone securitization ς Pg. 20 

- In Europe, the market for securitization is dwindling, a cause for concern at the highest 

ƭŜǾŜƭǎΦ  ¢ƘŜ ƳŀǊƪŜǘΩǎ ǿŜŀƪƴŜǎǎ ŎƻƳŜǎ ŘŜǎǇƛǘŜ ŀ 9/. ǇǳǊŎƘŀǎŜ ǇǊƻƎǊŀƳƳŜ launched last 

ȅŜŀǊΣ ŀƴŘ ǳƴŘŜǊƳƛƴŜǎ 9ǳǊƻǇŜŀƴ ǇƻƭƛŎȅ ƳŀƪŜǊǎΩ ŀǘǘŜƳǇǘǎ ǘƻ ǇǳǎƘ ŦƻǊ ƳƻǊŜ ŎŀǇƛǘŀƭ-market ς 

rather than bank-based ς finance for the economy 

- {ŜŎǳǊƛǘƛȊŀǘƛƻƴ ƛƴǾƻƭǾŜǎ ǘŀƪƛƴƎ ŀǎǎŜǘǎ ŦǊƻƳ ŀ ōŀƴƪΩǎ ōŀƭŀƴŎŜ ǎƘŜŜǘΣ ǇŀŎƪŀƎƛƴƎ ǘƘŜƳ ǳǇ ŀǎ 

securities and selling these on to investors.  Covered bonds work similarly, except that the 

ǳƴŘŜǊƭȅƛƴƎ ŀǎǎŜǘǎ ŀǊŜ ƪŜǇǘ ƻƴ ǘƘŜ ōŀƴƪΩǎ ōŀƭŀƴŎŜ ǎƘŜŜǘΣ ƳŜŀƴƛƴƎ ǘƘŀǘ ǘƘŜ ōƻǊǊƻǿŜǊ Ƙŀǎ 

άŘǳŀƭ ǊŜŎƻǳǊǎŜέ ǘƻ ōƻǘƘ ǘƘŜ ŀǎǎŜǘǎ ŀƴŘ ǘƘŜ ōŀƴƪ ƛǘǎŜƭŦ 

- A crucial distinction between covered bonds and securitization is that ABS can be deployed 

across a range of assets, including mortgages, car, credit card and even small and medium-

sized company loans.  Covered bonds are overwhelmingly used with mortgages 

- Securitization was never a deeply-rootŜŘ ǘƻƻƪ ŦƻǊ 9ǳǊƻǇŜŀƴ ōŀƴƪǎ ƛƴ ǘƘŜ ŦƛǊǎǘ ǇƭŀŎŜΧ 

- The capital charges for holding covered bonds, by contrast, are lower 

- ²ƘƛƭŜ !.{ Ƴŀȅ ŎǊŜŀǘŜ ƳƻǊŜ ǿƻǊƪ ŦƻǊ ōŀƴƪǎΣ ǘƘŜȅ ŀǊŜ ŀƭǎƻ ŀ ǇƻǘŜƴǘƛŀƭ άŎŀǇƛǘŀƭ ƳŀƴŀƎŜƳŜƴǘέ 

tool.  ABS enables banks to shift assets away from ǘƘŜƛǊ ōŀƭŀƴŎŜ ǎƘŜŜǘǎ ǿƘƛƭŜ ǊŜǘŀƛƴƛƴƎ άǎƪƛƴ 

ƛƴ ǘƘŜ ƎŀƳŜέΣ ŎƻƴǘǊƛōǳǘƛƴƎ ǘƻ ŀ ƪƛƴŘ ƻŦ άŘƛǎƛƴǘŜǊƳŜŘƛŀǘƛƻƴέ ǘƘŀǘ ǎǳǇǇƻǎŜŘƭȅ ŦǊŜŜǎ ǘƘŜƳ ǳǇ ǘƻ 

deply their expertise in originating loans without taking on too much risk at the same time 

 

Answer: Put Option provides high leverage in a finite period of time. 

 

11 June 2015 



 

Question: Beta measures what? 

 

Rich countries to resume growth role as developing nations stumble ς Pg. 1 

- 5ŜǾŜƭƻǇƛƴƎ ŎƻǳƴǘǊƛŜǎ ŀǊŜ ŦŀŎƛƴƎ ŀ άǎǘǊǳŎǘǳǊŀƭ ǎƭƻǿŘƻǿƴέ ƭƛƪŜƭȅ ǘƻ ƭŀǎǘ ŦƻǊ ȅŜŀǊǎ ŀƴŘ ŀǊŜ 

ceŘƛƴƎ ǘƘŜƛǊ ǊƻƭŜ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ƎǊƻǿǘƘ ŜƴƎƛƴŜ ǘƻ ƳƻǊŜ ƳŀǘǳǊŜ ŜŎƻƴƻƳƛŜǎ ǎǳŎƘ ŀǎ ǘƘŜ ¦{Σ Χ 

- ΧŦƻǊŜŎŀǎǘ ŦƻǊ Ǝƭƻōŀƭ ƎǊƻǿǘƘ ǘƘƛǎ ȅŜŀǊ ǘƻ нΦу҈Σ ǇŀǊǘƭȅ ōŜŎŀǳǎŜ ǘƘŜ ƳǳŎƘ-anticipated benefits 

of lower oil prices have been limited 

- ΧΦŘŜǾŜƭƻǇƛƴƎ ŜŎƻƴƻƳƛŜǎ ǎǳŎƘ ŀǎ /Ƙƛƴŀ Ƴust confront an era of slower growth 

- The shift is already having consequences for rich economies.  The World Bank has lowered 

its growth forecasts for this year in high-income countries such as the US and UK, which it 

expects to expand 2.7% and 2.6%, respectively 

- ΧǊŀƛǎŜŘ ƻǳǘƭƻƻƪ ŦƻǊ LƴŘƛŀΣ ǿƘƛŎƘ ŀǘ тΦр҈ ƛǎ ǎŜǘ ǘƻ ōŜ ǘƘŜ ŦŀǎǘŜǎǘ-growing big economy 

- ΧΦ.ǊŀǎƛƭΩǎ ŜŎƻƴƻƳȅ ǘƻ ŎƻƴǘǊŀŎǘ мΦо҈ ǘƘƛǎ ȅŜŀǊ ŦǊƻƳ WŀƴǳŀǊȅ ŦƻǊŜŎŀǎǘ ƻŦ м҈ ƎǊƻǿǘƘ 

 

The Fed risks inflating another housing bubble ς Pg. 9 

- The perception that the US is a safe haven for international buyers has long helped drive up 

American property values 

- ΧǘƘŜ ŘƻƭƭŀǊΧƛǎ ƴƻǿ ǾƛŜǿŜŘ ŀǎ ŀ ǎŀŦŜ ǎǘƻǊŜ ƻŦ ǾŀƭǳŜ ƎƛǾŜƴ ǘƘŜ ¦{ ŜŎƻƴƻƳȅΩǎ ǊŜƭŀǘƛǾŜ 

performance over the past year 

- ΧŘŜǾŜƭƻǇƛƴƎ ŜŎƻƴƻƳƛŜǎ ŀǊŜ ǎǇǳǘǘŜǊƛƴƎΦ LƴǾŜǎǘƻǊǎ are shying away from countries such as 

China, Brazil, and Russia where growth prospects, once bright, are increasingly lackluster.  

They are happy to pay to park their money in US concrete 

- Across the country,, house prices are rising at a pace of about 7% a year.  Prices are on 

average just 10% below the level they reached in 2006; if they keep going up at the current 

rate, they will surpass that peak sometime in 2016 

- In housing, you can look at the average ratio of house prices to earnings.  It is nearly 20% 

higher than the average level of the past 30 years, having climbed about one-third of the 

way form the post-crisis trough to the peak reached in 2006 

- Or you can look at rental yield, which is noticeably lower than its 30-year average.  This 

suggests that house prices are at least frothy 

- Typical rates on 30-year mortgages ranged from 5.5 to 6.2% during that period.  That 

compares with a current mortgage rate of 3.9%.  by keeping rates near zero, the Fed has 

strongly stimulated housing demand 

 

German borrowing costs back above 1% - Pg. 24 

- The sell-off in Europe radiated across global bond markets, pushing benchmark 10-year 

bond yields in the US, France, Spain and the UK to their highest point so far this year and 

marking an abrupt turnaround in what has been a long-running rally 

 

Answer: Systemic Risk 
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Question: What is multicollinearity? 

 

Senators urge IMF to punish China over cyber attack ς Pg. 2 

- ¢ƘŜ LaC ƛǎ ǘƘƛǎ ȅŜŀǊ ŘǳŜ ǘƻ ŘŜŎƛŘŜ ǿƘŜǘƘŜǊ ǘƻ ƛƴŎƭǳŘŜ /ƘƛƴŀΩǎ ŎǳǊǊŜƴŎȅ ƛƴ ǘƘŜ ōŀǎƪŜǘ ǳǎŜŘ ǘƻ 

determine its own quasi-currency, the Special Drawing Rights. 

- The US Treasury continues to insist that the renminbi is significantly undervalued and that 

Chinese exporters are benefiting from a big competitive advantage as a result (Prof Note: 

And the U.S. doeǎ ƴƻǘ ōŜƴŜŦƛǘ ŦǊƻƳ ƛǘǎ ǎǘŀǘǳǎ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ǊŜǎŜǊǾŜ ŎǳǊǊŜƴŎȅΚΗύ 

 

GE accelerates plan to sell lending operations ς Pg. 12 

- ΧǊŜǘǳǊƴƛƴƎ ϷнΦрōƴ ǘƻ ƛǘǎ ǇŀǊŜƴǘ ŦǊƻƳ ǘƘŜ ǎŀƭŜΣ ǇŀǊǘ ƻŦ ǘƘŜ ǘƻǘŀƭ ƻŦ Ϸорōƴ ǘƘŀǘ D9 Ǉƭŀƴǎ ǘƻ 

raise from the disposal programme 

- It is the largest disposal for GE since the company agreed the sale of $26.5bn worth of 

property assets to Blackstone and Wells Fargo in April 

- That deal was announced at the same time as GE launched its radical plan to offload about 

three-quarters of GE Capital, its financial services division 

 

Canada to feel pinch in long-term production growth after price fall ς Pg. 15 

- ¢ƘŜ ŎƻƭƭŀǇǎŜ ƛƴ ŎǊǳŘŜ ǇǊƛŎŜǎ ǿƛƭƭ ǇƛƴŎƘ /ŀƴŀŘŀΩǎ ƭƻƴƎ-term oil output growth by more than a 

million barrels per day, highlighting the lasting impacǘ ƻŦ ŜƴŜǊƎȅ ŎƻƳǇŀƴƛŜǎΩ ŎŀǇƛǘŀƭ ǎǇŜƴŘƛƴƎ 

ŎǳǘǎΣ Χ 

- Χ/ŀƴŀŘŀ ǿƛƭƭ ǇǊƻŘǳŎŜ рΦоƳ ōŀǊǊŜƭǎ ǇŜǊ Řŀȅ ōȅ нлмоΣ Řƻǿƴ ŦǊƻƳ ŀ ŦƻǊŜŎŀǎǘ ƻŦ сΦпƳ ōκŘ 

ǇǳōƭƛǎƘŜŘ ŀ ȅŜŀǊ ŀƎƻΧ 

 

Answer: Lƴ ƳǳƭǘƛǾŀǊƛŀǘŜ ǊŜƎǊŜǎǎƛƻƴ ǿƘŜƴ ǘƘŜǊŜ ƛǎ ƘƛƎƘ ŎƻǊǊŜƭŀǘƛƻƴ ōŜǘǿŜŜƴ ǘƘŜ άƛƴŘŜǇŜƴŘŜƴǘέ variables.  

The test is generally a correlation greater than 0.7. 
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Question: Discounting using a zero rate answers which question? 

 

Brazil faces tricky balancing act to avoid extending recession ς Pg. 2 

- {ƻǳǘƘ !ƳŜǊƛŎŀΩǎ ƭŀǊƎŜǎǘ ŜŎƻƴƻƳȅ ŦŀŎŜǎ ŀ difficult balancing act to avoid a potentially 

disastrous spiral of economic contraction as it seeks to control inflation 

- Brazil successfully rebounded in 2003 from a downturn partly caused by the election of Mr 

Lula da Silva 

- ΧǇǊŜŘƛŎǘƛƴƎ ŀ мΦн҈ ŎƻƴǘǊŀŎǘƛƻƴ of GDP in 2015, rebounding to grow 1% next year and just 

мΦф҈ ƛƴ нлмт ΧΦ 

 

Banks urged to raise capital in face of rate risk ς Pg. 6 

- Banks will have to put aside more capital to deal with a rise in interest rates from their ultra-

ƭƻǿ ƭŜǾŜƭǎΣ Χ 

- Even though higher rates are generally better for bank profits, low rates reduce the cost of 

ōŀƴƪΩǎ ŦǳƴŘƛƴƎΣ ŀƴŘ ŀǊŜ ŜǎǇŜŎƛŀƭƭȅ ōŜƴŜŦƛŎƛŀƭ ƛŦ ōŀƴƪǎ ƘŀǾŜ ŀƭǊŜŀŘȅ ƛǎǎǳŜŘ ƭƻǘǎ ƻŦ ƭƻŀƴǎ ŀǘ 



ŦƛȄŜŘΣ ƘƛƎƘŜǊ ǊŀǘŜǎ  όtǊƻŦ bƻǘŜΥ bƻǘ ǘǊǳŜ ŀƴŘ ǊŀǊŜƭȅ ǿƻǳƭŘ L ŘƛǎŀƎǊŜŜ ǿƛǘƘ ǘƘŜ C¢Χƛt is the 

spread that benefits banks.  If short-term rise and long-term remains the yield curve flattens 

ŀƴŘ {ǘŀǳōŀŎƘ Ƴŀȅ ǎŀȅΣ άDƻ [ƻƴƎέ ōǳǘ {ǘŀƛƎŜǊ ǿƛƭƭ ǎŀȅΣ άDƻ {ƘƻǊǘΗέύ 

- The adjustment to higher rates is always initially painful and is likely to be particulary so in 

this case, since some banks have adjusted their other holdings, such as bonds, because of a 

prolonged term of low rates 

- The Basel Committee is considering two approaches ς to increase mandatory minimum of 

capital banks must hold to deal with the risk of interest rate changes, or to allow banks to 

work out their specific exposure to the risk of interest rate changes 

 

WŀǇŀƴΩǎ ǳǇǿŀǊŘ ƎǊƻǿǘƘ ŘŜŦƛŜǎ ƳŀǊƪŜǘ ŦƻǊŜŎŀǎǘǎ ς Pg. 7 

- WŀǇŀƴΩǎ ŜŎƻƴƻƳȅ ƎǊŜǿ ŀǘ ŀƴ ŀƴƴǳŀƭƛȊŜŘ ǇŀŎŜ ƻŦ оΦф҈ ƛƴ ǘƘŜ ŦƛǊǎǘ ǉǳŀǊǘŜǊ ƻŦ нл15 as revised 

Řŀǘŀ ǎƘƻǿŜŘ ǘƘŜ ōŜǎǘ ǇŜǊŦƻǊƳŀƴŎŜ ǎƛƴŎŜ ǘƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ƭŀǎǘ ȅŜŀǊΩǎ ŎƻƴǎǳƳǇǘƛƻƴ ǘŀȄ ǊƛǎŜ 

- The figures were revised up from an initial estimate of 2.4%, and easily beat market 

expectations of 2.8%, with a much stronger number of business investment 

- The strength of growth will encourage the BoJ and makes it less likely to expand the Y80tn-

a-year programme of asset purchases aimed at ending two decades of on-off deflation 

- LŦ ƎǊƻǿǘƘ ǊŜƳŀƛƴǎ ŀōƻǾŜ ǘƘŜ ŜŎƻƴƻƳȅΩǎ ƭƻƴƎ-run potential, it will gradually use up spare 

capacity and unemployed workers, eventually turning into a higher level of inflation 

 

M&A rise spells gloom for US corporate bonds ς Pg. 24 

- A testing May has turned into a torrid June for the US corporate-bond market, vaporizing 

returns and sending borrowing costs higher.   

- Junk bonds, somewhat insulated by the fierce moves in benchmark government debt, have 

ƻƴ ǘƘŜ ǿƘƻƭŜ ǇŜǊŦƻǊƳŜŘ ōŜǘǘŜǊΣ ōǳǘ ǘƘŜ ȅƛŜƭŘ ƻŦ .ƻ!a[Ωǎ Ƴŀƛƴ ƛƴŘŜȄ ŦƻǊ ǘƘŜ ƳŀǊƪŜǘ Ƙŀǎ 

climbed form 6% at the start of June to almost 6.3% 

- Most M&A deals are by companies rather than private equity firms, relatively conservatively 

ǎǘǊǳŎǘǳǊŜŘ ŀƴŘ ŦƛƴŀƴŎŜŘ ōȅ ƭŜǎǎ ŘŜōǘ ŀƴŘ ŎŀǎƘ ǘƘŀƴ ƛƴ Ǉŀǎǘ aϧ! ōƻƻƳǎΣΧ 

 

Answer: Do you get your money back! 
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Question: How many district banks are there in the Federal Reserve System? 

 

¦{ ǎǘǊǳƎƎƭŜǎ ŦƻǊ ǎǘǊŀǘŜƎȅ ǘƻ Ŏƻƴǘŀƛƴ /ƘƛƴŀΩǎ ƛǎƭŀƴŘ ōǳƛƭŘƛƴƎ ς Pg. 3 

- /ƘƛƴŀΩǎ ŜŦŦƻǊǘǎ ǘƻ ŘǊŜŘƎŜ ƴŜǿ ƭŀƴŘ ƻƴ ǊŜƳƻǘŜ ŎƻǊŀƭ ŀǘƻƭƭǎ ƛƴ ǘƘŜ {ƻǳǘƘ /Ƙƛƴŀ {Ŝŀ ƘŀǾŜ ƭŜŦǘ 

the US struggling to come up with a response 

- For Washington, Chinese land-building has helped make allies of former adversaries now 

fearful of military domination by an assertive China 

- ΧǘƘŜǊŜ ƛǎ ŀ ƭƛƳƛǘ ǘƻ Ƙƻǿ ŦŀǊ ŎƻǳƴǘǊƛŜǎ ƛƴ ǘƘŜ ǊŜƎƛƻƴ ŀǊŜ ǿƛƭƭƛƴƎ ǘƻ ǇǊŜǎŜƴǘ ŀ ǳƴƛǘŜŘ ŦǊƻƴǘ ǘƻ 

China, which has reclaimed 2,000 acres of land in the past 18 months, far outstripping all 

ƻǘƘŜǊ ŎƭŀƛƳŀƴǘǎ ŎƻƳōƛƴŜŘΣΧ 



- China claims 90% of the waters of the South China Sea, a position contested by neighbours 

including Vietnam, Malaysia and the Phillipines 

- The second problem is that each of these countries has occupied its own islands, and some 

are doing their own land reclamation 

 

.ŀƴƪǎΩ Ǉƻǎǘ-crisis legal costs hit 200bn (sterling) ς Pg. 15 

- New regulatory framework may present another litigation risk.  The creation in 2010 of the 

Consumer Financial Protection Bureau in the US, for example, has caused many banks to 

ǿƻƴŘŜǊ ŀōƻǳǘ άōŜƘŀǾƛƻǊ ǘƘŀǘ ƳƛƎƘǘ ōŜ ŎƻƴǎƛŘŜǊŜŘ ƘŀǊƳŦǳƭ ǘƻŘŀȅ ǘƘŀǘ ƳƛƎƘǘ ƴƻǘ ƘŀǾŜ ōŜŜƴ 

ŦƛǾŜ ȅŜŀǊǎ ŀƎƻέΧ 

 

Answer: 12 

 

6 June 2015  

 

Question: What is considered the leading Federal District Bank? 

 

Robust US jobs numbers feed fears for long summer of bond market volatility ς Pg. 1 

- While the unemployment rate ticked up slightly to 5.5%, the US created 280,000 jobs in 

May, adding to evidence that an economic downturn this year was a temporary blip in the 

US recovery 

- Annualized wage gains were the strongest in nearly two years and the share of the US 

population in work hit a post-recession high of 58.4%, reinforcing the case for the Federal 

Reserve to lift interest rates this year 

- The German 10year Bund yield closed yesterday at 0.84% - almost double its level at the 

start of the week - Χ 

 

Dollar rallies after US jobs data beat forecasts ς Pg. 11 

- The dollar rallied yesterday after stronger-than-forecast jobs data reignited the debate in 

the markets on the probable timing of a US rate rise 

- ¢ƘŜ ŜǳǊƻ ǊŜǎǳƳŜŘ ƛǘǎ ŘƛȊȊȅƛƴƎ ŘǊƻǇ ŀŦǘŜǊ ǘƘŜ ŘŀǘŀΣ ŦŀƭƭƛƴƎ м҈ ŀƎŀƛƴǎǘ ǘƘŜ ǿƻǊƭŘΩǎ ǊŜǎŜǊǾŜ 

currency to $1.1133.   

 

Answer: New York Federal Reserve  

 

5 June 2015 

 

Question: Describe the purpose of an investment banking house. 

 

IMF warns Fed that its credibility is at risk if an early rate rise sparks volatility ς Pg. 1 

- The IMF has urged the Federal Reserve to wait until next year to raise interest rates, 

ŎŀǳǘƛƻƴƛƴƎ ǘƘŀǘ ǘƘŜ ¦{ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ŎǊŜŘƛōƛƭƛǘy was at stake and that there was too much 

uncertainty to justify a much-anticipated lift-off 



- The IMF said the US economy should expand 2.5% this year despite a contraction int eh first 

ǉǳŀǊǘŜǊΣ ŀŘŘƛƴƎ ǘƘŀǘ άǘƘŜ ǳƴŘŜǊǇƛƴƴƛƴƎǎ ŦƻǊ ŎƻƴǘƛƴǳŜŘ ƎǊƻǿǘƘ ŀƴŘ Ƨƻō Ŏreation remain in 

ǇƭŀŎŜέ  

- A rate rise would have momentous consequences beyond the US.  Central banks in 

emerging markets are braced for the possibility of extensive capital outflows, as investors 

pull their money away from Latin America and Asia and return it to higher-yielding US assets 

- A Fed rate rise could lead to a sharp appreciation of the dollar, which would badly hit 

emerging market companies with dollar-denominated debt.   

 

¦YΩǎ ƧƻōƭŜǎǎ ǿŜƭŦŀǊŜ ŎƭŀƛƳŀƴǘǎ Ƙƛǘ ол-year low ς Pg. 3 

- .ǊƛǘŀƛƴΩǎ ŎǳƭǘǳǊŜ ƻŦ welfare reliance has been transformed, with the proportion claiming out-

of-ǿƻǊƪ ōŜƴŜŦƛǘǎ ŀǘ ƛǘǎ ƭƻǿŜǎǘ ŦƻǊ ол ȅŜŀǊǎΣΧ 

- Having peaked at 17% in 1993, it now stands at 10%, its lowest since the 1980s 

- Labour market participation has risen steadily in the UK since the mid-1990s, especially 

among women and older workers 

- ¢ƘŜ ¦{Σ ōȅ ŎƻƴǘǊŀǎǘΣ Ƙŀǎ ŜȄǇŜǊƛŜƴŎŜŘ ǎǘŜŀŘƛƭȅ ŘŜŎƭƛƴƛƴƎ ƭŀōƻǳǊ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀǘƛƻƴΣ Χ 

- aƻǊŜ ŀƴŘ ƳƻǊŜ ƻŦ ǘƘƻǎŜ ƴƻǘ ƛƴ ǿƻǊƪ ƛƴ ǘƘŜ ¦{ ŀǊŜ ƴƻǘ ŜǾŜƴ ƭƻƻƪƛƴƎ ŦƻǊ ǿƻǊƪΧ 

 

Germany set for derivatives clearing ς Pg. 18 

- ¢ƘŜ ƻŦŦƛŎŜ ǘƘŀǘ ƳŀƴŀƎŜǎ DŜǊƳŀƴΩǎ ƎƻǾŜǊƴƳŜƴǘ ŘŜōǘ ƛǎǎǳŀƴŎŜ ƛǎ ǎŜǘ ǘƻ Ŧƻƭƭƻǿ ǘƘŜ Ŏŀƭƭ ŦǊƻƳ 

global regulators for stronger derivatives standards 

- Clearing houses stand between users of derivatives and are designed to reduce the risk of 

losses in the event that an entity cannot stand by its trades 

- The role of clearing houses in the over-the-counter industry has grown as regulators have 

tried to prevent a repeat of the derivatives turmoil after Lehman Brothers failed in 2008 

- Germany will join Sweden in a minority of sovereign debt issuers that use clearing, raising 

questions about why others are not complying with rules that they have written for banks 

and investors 

- ¢ƘŜ ǳǎŜ ƻŦ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ŘŜǊƛǾŀǘƛǾŜǎ ŀƭƭƻǿǎ ŀ ǎƻǾŜǊŜƛƎƴ ǘƻ άǎǿŀǇέ ǘƘŜ ŦƛȄŜŘ ǊŀǘŜ ƻŦ long-dated 

bonds into a shorter, floating rate, minimizing the chances of the portfolio being adversely 

affected by large changes in market yields 

- Direct clearing members are required to post collateral to a clearing house to cover losses 

on trades in the case of default.  They also contribute to a mutualized default fund 

 

Answer: όмύ 5ŜǎƛƎƴ ǎŜƭƭŀōƭŜ ǎŜŎǳǊƛǘƛŜǎΣ όнύ .ǳȅ ǎŜŎǳǊƛǘƛŜǎ ŦǊƻƳ ŎƻǊǇƻǊŀǘƛƻƴǎΣ ŀƴŘ όоύ wŜǎŜƭƭ ǘƻ ΨǎŀǾŜǊǎΩ 

(broker transactions) 
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Question: What is the difference between the spot market and the futures market?  

 

OECD slashes global growth forecast ς Pg. 2 



- The OECD group of mostly rich nations has slashed its forecasts for global growth, as it 

warns that weak investment and disappointing productivity risk keeping the world economy 

ǎǘǳŎƪ ƛƴ ŀ άƭƻǿ-ƭŜǾŜƭέ ŜǉǳƛƭƛōǊƛǳƳ 

- ΧŜȄǇŜŎǘǎ ǘƘŜ Ǝƭƻōŀƭ ŜŎƻƴƻƳȅ ǘƻ ŜȄǇŀƴŘ ǘƘƛǎ ȅŜŀǊ ōȅ оΦм҈Σ ŀ ǎƘŀǊǇ ŘƻǿƴƎǊŀŘŜ ŦǊƻƳ ƭŀǎǘ 

bƻǾŜƳōŜǊΩǎ ŦƻǊŜŎŀǎǘ ƻŦ оΦт҈ 

- The US saw a big negative revision for this year, after the economy unexpectedly contracted 

by 0.7% in the three months to march.  The OECD cut its forecast by a third, to 2% from 

3.1% seven months ago.  China was also downgraded: it is now expected to grow this year 

by 6.8%, from 7.1% in November  

 

Hedge fund billionaire gives $400m to Harvard ς Pg. 4 

- John Paulson, the hedge fund manager famed for betting against US housing in 2007, has 

made the largest donation yet to Harvard University, giving $400m to expand its School of 

Engineering and Applies Sciences 

- Harvard, whose $осΦпōƴ ŜƴŘƻǿƳŜƴǘ ƛǎ ǘƘŜ ƭŀǊƎŜǎǘ ŀƳƻƴƎ ¦{ ǳƴƛǾŜǊǎƛǘƛŜǎΣ Χ 

- IŀǊǾŀǊŘΩǎ ŜƴŘƻǿƳŜƴǘ ƘŀŘ ǘƘŜ ƭƻǿŜǎǘ ƛƴǾŜǎǘƳŜƴǘ ǊŜǘǳǊƴǎ ŀƳƻƴƎ LǾȅ [ŜŀƎǳŜ ƛƴǎǘƛǘǳǘƛƻƴǎ ƛƴ 

its most recent financial year, growing 15.4% against 20.2% for top-ranked Yale 

 

Euro rebounds on ECB inflation forecast upgrade ς Pg. 22 

- Currency traders rediscovered their appetite for euros after 10-year Bund yields moved 

sharply higher as the ECB raised its 2015 inflation forecast and left growth projections 

largely unchanged 

- The inflation forecast upgrade to 0.3% in 2015 followed publication of Eurozone data 

showing strong retail sales and another fall in unemployment across the region 

- ¢ƘŜ ǎƛƴƎƭŜ ŎǳǊǊŜƴŎȅΩǎ ƳƻǾŜǎ ŀǊŜ ƘŜƭǇƛƴƎ ǘƻ ŘǊƛǾŜ Řƻǿƴ ǘƘŜ ƎǊŜŜƴōŀŎƪΦ  ¢ƘŜ ŘƻƭƭŀǊ ƛƴŘŜȄΣ 

which measures the unit against a basket of its peers, is down 2.25% so far this year 

 

Answer: In the spot market, trades are executed immediately, i.e. real time.  In the futures market, 

which is a derivatives market, trades are agreed upon today but settled at later dates in the future. 

 

3 June 2015 

 

Question: For an investment of $6.0m, Trisha can earn a $2.0m at the end of the first year and $5.0m at 
ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ǎŜŎƻƴŘ ȅŜŀǊΦ  ²Ƙŀǘ ƛǎ ¢ǊƛǎƘŀΩǎ ǊŜǘǳǊƴ όLwwύ ƻƴ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ όƳǳǎǘ ŎƻƳǇƭŜǘŜ ōȅ ƘŀƴŘ 
showing all work)? 
 

IMF warns of damage caused by needless austerity policies ς Pg. 3 

- Governments that face lower risks of a sovereign debt crisis are needlessly damaging their 

economies if they impose harsh austerity programmes simply to pay back creditors more 

ǉǳƛŎƪƭȅΣ Χ 

- The study comes as high-income countries debate how to reduce high levels of government 

debt accumulated as a result of the crisis.  Public debts in advanced economies have risen, 

on average, from 53% of national output at the end of 2007 to almost 80% at the end of 

2012 



- ΧŦƻǊ ƎƻǾŜǊƴƳŜƴǘǎ ǿƛǘƘ ŀ άǎŀŦŜέ ƭŜǾŜƭ ƻŦ ŘŜōǘ ς including the UK, Germany and the US ς the 

advantages of the extra insurance from cutting the national debt are relatively small, as 

investors will continue to lend cheaply 

 

.ŜǊƴŀƴƪŜ ōƭŀƳŜǎ /ƻƴƎǊŜǎǎ ŦƻǊ /ƘƛƴŀΩǎ !LL. ς Pg. 4 

- Beijing was pushed into launching the Asian Infrastructure Investment Bank by US 

ƭŀǿƳŀƪŜǊǎΩ ǊŜŦǳǎŀƭ ǘƻ ƎƛǾŜ /Ƙƛƴŀ ƎǊŜŀǘŜǊ Ŏƭƻǳǘ ƛƴ ŜȄƛǎǘƛƴƎ ƳǳƭǘƛƭŀǘŜǊŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎΣ .Ŝƴ 

Bernanke has said 

- !ƳŜǊƛŎŀΩǎ ƭŜƎƛǎƭŀǘǳǊŜ ōƭƻŎƪŜŘ ŀ нлмл LaC ŀƎǊŜŜƳŜƴǘ ǘƻ ǎƘƛŦt 6% of quota ς and voting rights 

ς ǘƻ ŜƳŜǊƎƛƴƎ ŜŎƻƴƻƳƛŜǎΣ ǿƘƛŎƘ aǊ .ŜǊƴŀƴƪŜ ōŜƭƛŜǾŜǎ ǿƻǳƭŘ ƘŀǾŜ άōŜǘǘŜǊ ǊŜŦƭŜŎǘŜŘ ǘƘŜ 

ƛƴŎǊŜŀǎƛƴƎ ǊƻƭŜ ƻŦ /Ƙƛƴŀέ ŀƴŘ ƻǘƘŜǊ ƴŀǘƛƻƴǎ 

- The AIIB, which will be capitalized at $100bn, now has 57 members, including most big 

European economies 

- Mr Bernanke also said too much attention was being focused on the internationalization of 

ǘƘŜ ǊŜƴƳƛƴōƛ ǿƘƛŎƘ ǿŀǎ ŀǎ ƳǳŎƘ ŀ ƳŀǘǘŜǊ ƻŦ άƴŀǘƛƻƴŀƭ ǇǊŜǎǘƛƎŜέ ŀǎ ƻŦ ǇǊŀŎǘƛŎŀƭ ŜŎƻƴƻƳƛŎ 

ǾŀƭǳŜΦ  Lƴ ǊŜŀƭƛǘȅΣ ƘŜ ǎŀƛŘΣ ǘƘŜ /ƘƛƴŜǎŜ ŎǳǊǊŜƴŎȅΩǎ ǎƘŀǊŜ ƻŦ Ǝƭƻōŀƭ ǊŜǎŜǊǾŜǎ ǿŀǎ άǾŜǊȅ ǘƛƴȅέΣ 

ŀƴŘ ŜǾŜƴ ƛǘǎ ǎƘŀǊŜ ƻŦ ǘǊŀŘŜ ǎŜǘǘƭŜƳŜƴǘ ǿŀǎ άƳƻŘŜǎǘέ 

 

British Land taps convertible bond demand ς Pg. 18 

- Global sales of hybrid bonds, which include convertible bonds among others, is running at a 

pace not seen in seven years since 2008, with $95bn sold this year, up from $51bn in 2010 

- As investors look to ride the boom in convertibles, they have also pumped money into 

exchange traded funds that track the asset class, at a record pace 

- The market for convertible bonds has been boosted by rising equity prices, and monetary 

easing by global central banks has helped fuel powerful stock market rallies since the 

financial crisis 

- Global equity markets have touched new record highs this year from the US S&P500, to 

DŜǊƳŀƴȅΩǎ 5!· LƴŘŜȄΣ ǿƘƛŎh has in turn supported the resurgence in convertible bond 

issuance 

- British Land said it would pay a coupon of between 0% and 0.5%, which is extremely low 

even in the current low yield environment 

 

Answer: 9.00% 

 

2 June 2015 

 

Question: How many Libors are there? 

 

US dealmaking smashes records set in dotcom and debt booms ς Pg. 1 

- The overall value of deals in US bound mergers and acquisitions activity amounted to 

$243bn in May compared to $226bn during the same month in 2007 and $213bn in January 

нлллΣ Χ 

- The M&A boom has come amid a borrowing binge by US companies, as treasurers lock in 

cheap, longer-term funding ahead of an expected interest rate rise by the Federal Reserve 



- Average company bond yields have halved since 2007 to about 3% in the US, and there has 

been more than $100bn of corporate bond issuance every month for the past four months - 

Χ 

- Global issuance of collateralized loan obligations ς bundles of loans made poorly-rated 

companies that are sold in slices to investors - ΧΦ 

- Any Fed moves to increase interest rates could dent the plans of corporate dealmakers, 

ƘƻǿŜǾŜǊΣ ŀƴŘ ƘǳǊǘ ǎƻƳŜ ƻŦ ǘƘŜ ǊƛǎƪƛŜǊ ŎƻƳǇŀƴƛŜǎ ƭŀŘŜƴ ǿƛǘƘ ōǳȅƻǳǘ ŘŜōǘΦ  {ϧtΩǎ ǇǊŜŘƛŎǘŜŘ 

that its gauge of defaults for lowly-rated companies would rise from 1.8% in March to 2.8% 

by March 2016 

 

Growth too slow for rate rise, says Boston Fed chief ς Pg. 4 

- New estimates of GDP on Friday showed the US economy shrank at an annual rate of 0.7% 

in the first quarter of 2015 

- In each of the previous tightening cycles rea GDP growth in the US had been above 3%... 

- !ƳƻƴƎ ǘƘŜ ǇǊƻōƭŜƳǎ ƘŜ ǎŀǿΧΦǿŀǎ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ǇǊƛǾŀǘŜ ŎƻƴǎǳƳǇǘƛƻƴ ƘŀŘ ƴƻǘ ȅŜǘ ǊŜǘǳǊƴŜŘ 

to its pre-crisis levels.  Scarred by the crisis, consumers were still saving more than before 

and it was not clear whether that was a short-term effect or marked a return to longer-term 

patterns 

 

Banking turned on its head by negative rates ς Pg. 7 

- Stashing cash in secret vaults is the sort of activity usually associated with criminals 

- The reason is that they are fed up with having to pay banks simply to park their money in 

ǊŜƎǳƭŀǊ ŀŎŎƻǳƴǘǎ ŀƴŘ ŀǊŜ ŎƻƴǎƛŘŜǊƛƴƎ ƳŀƪƛƴƎ Ƴŀǎǎ ǿƛǘƘŘǊŀǿŀƭǎΣ ΧΦ 

- Welcome to the Alice in Wonderland world of negative interest rates, a topsy-turvy universe 

where central bankers are so alarmed at the prospect of weak inflation that they have cut 

borrowing costs below zero, in effect charging financial institutions to leave their accounts 

in the black 

- The ECB last June became the first large central bank to head down the rabbit hole and now 

imposes a levy of 0.2% a year on deposits that Eurozone banks park in its coffers 

 

UK Housing ς Pg. 9 

- The problem is acute: the average UK home now costs a first-time buyer five times their 

income, up from 2.8 times in the early 1980s.  That has in turn fuelled demand for rented 

accommodations, pushing up the costs and eating up increasing amounts of state subsidy 

- {ƻŎƛŀƭ ƭŀƴŘƭƻǊŘǎ ōǳƛƭŘ ŀǊƻǳƴŘ ŀ ŦƛŦǘƘ ƻŦ .ǊƛǘŀƛƴΩǎ ƴŜǿ ƘƻƳŜǎΣ ŀƴŘ ƳƻǊŜ ǘƘŀƴ ƘŀƭŦ ƻŦ ǘƘŜƛǊ 

incomes comes from housing benefits  

- Around a third of households in any developed economy need some form of financial help 

with their housing costs 

- In 1975 more than 80% of UK government involvement in housing was focused on 

increasing supply ς ōǳƛƭŘƛƴƎ ƴŜǿ ƘƻƳŜǎΦ  .ǳǘ ōȅ нллл ǘƘŜ Ǿŀǎǘ ƳŀƧƻǊƛǘȅ ƻŦ .ǊƛǘŀƛƴΩǎ ƘƻǳǎƛƴƎ 

market subsidies went towards supporting demanŘΣ ǊŀǘƘŜǊ ǘƘŀƴ ǎǳǇǇƭȅΧΦ 

 

Rate rigging was common practice, Libor trial hears ς Pg. 19 

 



Answer: 35: 5 currencies and 7 maturities 

 

1 June 2015 

 

Question: What is contributed capital on a balance sheet? 

 

US security agency faces loss of electronic spying tools ς Pg. 4 

- The US Congress has struggled to pass legislation to ensure the NSA can continue to access 

the phone records of millions of Americans after a court ruled that the existing programme 

ς exposed by the NSA whistleblower Edward Snowden ς was illegal 

- Mr Obama has stepped up pressure on Congress to pass legislation before the May 31 

ƳƛŘƴƛƎƘǘ ŘŜŀŘƭƛƴŜΣ ΧΦ 

- The House of Representatives has passed the so-called USA Freedom Act, which would 

permit some of the spying powers contained in the soon-to-expire Patriot Act that was 

passed in the wake of the 2001 terrorist attacks 

- ¢ǿƻ ƻǘƘŜǊ ǇǊƻƎǊŀƳƳŜǎ ŀǊŜ ŀǘ ǊƛǎƪΦ  hƴŜ ƛƴǾƻƭǾŜǎ ǘƘŜ ŀōƛƭƛǘȅ ǘƻ ǘǊŀŎƪ άƭƻƴŜ ǿƻƭŦέ ǘŜǊǊƻǊƛǎƳ 

suspects, while the other allows the NSA to monitor calls from people who frequently 

discard mobile phones 

 

bŜǿ ǊǳƭŜǎ ŀƴŘ ŦƛƴŜǎ ǇǊƻƳǇǘ ¦{ ōŀƴƪǎΩ ǊŜǘǊŜŀǘ ŦǊƻƳ ϷфΦуǘƴ ƘƻƳŜ ƭƻŀƴ ǎŜŎǘƻǊ ς Pg. 15 

- Non-bank lenders have overtaken US banks to grab a record slice of government-backed 

mortgages, after regulatory curbs on risk-taking and billions of dollars in fines forced 

mainstream providers to retreat from the $9.8tn home loan market 

- So-called shadow banks such as Quicken Loans, PHH and LoanDepot.com accounted for 53% 

of government-backed mortgages originated in April ς almost double their share in April 

2013 

- Shadow banks perform bank-like functions, such as lending, but are subject to lighter 

supervision because they are funded by professional investors rather than retail depositors 

protected by the government insurance schemes 

 

Stealth pays off for Wells Fargo ς Pg. 18 

- Wells Fargo is quietly building the biggest investment bank no one has ever heard of 

- ΧǘƻǇ мл ƛƴǾŜǎǘƳŜƴǘ ōŀƴƪƛƴƎ ŦŜŜ-ŜŀǊƴŜǊǎ ŦƻǊ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜΧ 

- In the years after Wells bought Wachovia in early 2009 ς a deal that transformed the size of 

its investment bank ς much of the growth came as a result of hiring 

 

US fund managers fight back against claims by regulators that they pose a systemic risk ς Pg. 19 

- Fund managers argue that they do not pose systemic dangers to financial stability because 

they do not take deposits, guarantee returns or face the risk of sudden failure like a bank 

 

Endowments desert private equity ς Pg. SF1 

- US endowments with more than $1bn in assets but their allocation to 12% in 2014, from 

мр҈ ŀ ȅŜŀǊ ŜŀǊƭƛŜǊΣΧ 



- Private equity houses bought companies for an average enterprise value of 10 times their 

earnings before interest, tax, depreciation an amortization last year 

 

Answer: Reflects funds invested by shareholders for ownership interest. 

 

30 May 2015 

 

Question: How many assets does it typically take to fully diversify a portfolio? 

 

Strong dollar and weather take toll on US recovery ς Pg. 3 

- ¢ƘŜ ¦{ ŜŎƻƴƻƳȅ ŎƻƴǘǊŀŎǘŜŘ ƛƴ ǘƘŜ ŦƛǊǎǘ ǘƘǊŜŜ ƳƻƴǘƘǎ ƻŦ ǘƘƛǎ ȅŜŀǊΣ Χ 

- The commerce department said the economy shrank 0.7% on an annualized basis in the first 

quarter.  That is much weaker than the 0.2% growth the first estimate showed 

- It also highlights the effects a strong dollar has been having on the economy.  A weaker 

performance from US exporters, as well as a slower stockpiling of inventories by companies 

than first estimated, was largely responsible for the downward revision 

- ¸ŜǎǘŜǊŘŀȅΩǎ ǊŜǾƛǎƛƻƴ ǎƘƻǿŜŘ ǘƘŀǘ ǘƘŜ ǇŀŎŜ ƻŦ ƘƻǳǎŜƘƻƭŘ ǎǇŜƴŘƛƴƎ ŘƛǇǇŜŘ ǘƻ мΦу҈ ŦǊƻƳ ŀƴ 

initial estimate of 1.9%.  However, that is down sharply from the 4.4% rate in the final 

quarter of 2014 

- Χ/ŀƴŀŘŀΩǎ D5t ǎƘǊŀƴƪ ōȅ лΦс҈ ŀǘ ŀƴ ŀƴƴǳŀƭƛȊŜŘ ǊŀǘŜ ŘǳǊƛƴƎ ǘƘŜ ŦƛǊǎǘ ǘƘǊŜŜ ƳƻƴǘƘǎ ƻŦ ǘƘŜ 

year, against forecasts for a small rise of 0.3%, as weaker oil prices had a more severe 

impact than expected 

 

Brazilians cut back as high inflation and job losses bite ς Pg. 3 

- Brazilian families have cut annual spending for the first time in more than a decade as a 

ŎƻƳōƛƴŀǘƛƻƴ ƻŦ ƘƛƎƘ ƛƴŦƭŀǘƛƻƴ ŀƴŘ ǊƛǎƛƴƎ ǳƴŜƳǇƭƻȅƳŜƴǘ ōŜƎƛƴ ǘƻ Ƙƛǘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳȅ 

- Household consumption fell 0.9% in the first quarter from the year-before period ς the first 

ŀƴƴǳŀƭ ŘŜŎƭƛƴŜ ǎƛƴŎŜ ǘƘŜ ǘƘƛǊŘ ǉǳŀǊǘŜǊ ƻŦ нллоΣ Χ 

- /ƻƴǎǳƳŜǊǎ ƘŀǾŜ ŘǊƛǾŜƴ ƎǊƻǿǘƘ ΧΦ 

- hǾŜǊŀƭƭΣ .ǊŀȊƛƭΩǎ ŜŎƻƴƻƳȅ ŎƻƴǘǊŀŎǘŜŘ лΦн҈ ƛƴ ǘƘŜ ŦƛǊǎǘ ǉǳŀǊǘŜǊ ŦƻǊƳ ǘƘŜ ǇǊŜǾƛƻǳǎ ƻƴŜ ς a 

better than expected headline number, but largely because of a 4.7% growth in agriculture 

and higher exports, aided by a weaker currency 

 

Answer: wƻǳƎƘ ƴǳƳōŜǊΧΦол 

 

29 May 2015 

 

Question: What is the size of the residential mortgage market in the U.S.? 

 

Unrepentant Fuld blames Washington for Lehman collapse and global crisis ς Pg. 1 

- ΧŜǾŜƴ ŀŦǘŜǊ ŀƭƳƻǎǘ ǎŜǾŜƴ ȅŜŀǊǎΣ ǘƘŜǊŜ ƛǎ ǎǘƛƭƭ ƛƭƭ-will to the Lehman boss, particularly from 

employees ς some whom saw their life-savings wiped out in the largest bankruptcy in US 

history 



- Mr Fuld showed no sign of contrition over the demise of the bank, which he led from 1994.  

¢ƘŜ ŎǊƛǎƛǎ ǿŀǎ άŀ ǇŜǊŦŜŎǘ ǎǘƻǊƳΧέ ƘŜ ǎŀƛŘΣ άōǳǘ ƛǘ ǎǘŀǊǘǎ ǿƛǘƘ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΦέ 

- It paved the way for unsuitable borrowers to buy homes, caused an interest rate shock and 

ǘƘŜƴ ǳƴŦŀƛǊƭȅ άƳŀƴŘŀǘŜŘέ ǘƘŜ ōŀƴƪǊǳǇǘŎȅ ƻŦ [ŜƘƳŀƴ ǿƘƛƭŜ ǎŀǾƛƴƎ ŎƻƳǇŜǘƛǘƻǊǎ 

- IŜ ƛƴǎƛǎǘŜŘ [ŜƘƳŀƴ ǿŀǎ ǎǘƛƭƭ ǎƻƭǾŜƴǘ ǿƘŜƴ ƛǘ ǇƭŀŎŜŘ ƛƴǘƻ ōŀƴƪǊǳǇǘŎȅΣ ŎƛǘƛƴƎ ǘƘŜ ōŀƴƪΩǎ Ϸнуōƴ 

of equity capital, a capital ratio of 11% and unencumbered collateral of $127bn 

 

aŀƴƘŀǘǘŀƴΩǎ ǘƻǿŜǊƛƴƎ Ǝlory struggles for tenants ς Pg. 2 

- ! ŦŜǿ ƳƻƴǘƘǎ ŀŦǘŜǊ ǘƘŜ ǇǊƻǇŜǊǘȅ ŘŜǾŜƭƻǇŜǊ [ŀǊǊȅ {ƛƭǾŜǊǎǘŜƛƴ ōƻǳƎƘǘ ǘƘŜ ƭŜŀǎǘ ǘƻ bŜǿ ¸ƻǊƪΩǎ 

Twin Towers in 2001, his $3.2bn investment was reduced to rubble by al-vŀŜŘŀΩǎ фκмм 

attack 

- This week, the observation deck atop the 1,776ft One World Trade Center ς the tallest 

building in the western hemisphere ς will open to the public 

- aƻǊŜ ǘƘŀƴ ŀ ǘƘƛǊŘ ƻŦ hƴŜ ²ƻǊƭŘ ¢ǊŀŘŜ /ŜƴǘŜǊΩǎ ƻŦŦƛŎŜ ǎǇŀŎŜ ǊŜƳŀƛƴǎ ŜƳǇǘȅ ǎƛȄ ƳƻƴǘƘǎ ŀŦǘŜǊ 

it was opened 

- Big banks and financial services companies took up more than half the space in old World 

Trade Center, but having moved elsewhere after the 2001 attacks, few are being lured back 

- Space at One World Trade Center runs from $69 per sf to $100 for the upper levels.  Even 

though tenants are offered tax incentives for moving to the trade centre, which give a 

discount of $6-$8 per sf, rents there are still well above the average $55 per sf for 

downtown 

- This higher rent is partly because of the its price tag.  At $3.9bn, One World Trade Center is 

one fo the most expensive buildings ever constructed 

- The other planned towers have a similar dilemma: 3 World Trade Center is priced at about 

$2.5bn, 4 World trade Center about $1.9bn, and 7 World Trade Center about $700m, while 

2 World Trade Center is on hold until tenants can be secured 

 

Low growth and Fed fears hit investment in emerging markets ς Pg. 2 

- Capital flows to emerging markets will fall to their lowest level since 2009 this year, hit by 

disappointing economic growth in many Ems and by the prospect of rising US interest rates, 

Χ 

 

China stocks in dramatic plunge ς Pg. 11 

- ¢Ƙƛǎ ȅŜŀǊΩǎ ǎǘǳƴƴƛƴƎ ǊƛǎŜ ƛƴ /ƘƛƴŜǎŜ ǎƘŀǊŜ ǇǊƛŎŜǎ ŜȄǇŜǊƛŜƴŎŜŘ ŀ ŘǊŀƳŀǘƛŎ ǎƘƛŦǘ ƛƴ ŦƻǊǘǳƴŜ 

yesterday, with the Shanghai market recording one of its steepest declines in 15 years 

- The Shanghai ƳŀǊƪŜǘΧǘǳƳōƭƛƴƎ сΦр҈Σ ǿƘƛŎƘ ǿŀǎ ǘƘŜ млth largest in the past 15 years 

 

Derivatives rules squeeze building societies ς Pg. 18 

- Tougher derivatives regulations are threatening to make it harder for UK building societies 

to provide fixed-rate mortgages to home buyers 

- Building societies account for about 20% of the 1.3tn (sterling) mortgages in the UK.  About 

two-ǘƘƛǊŘǎ ƻŦ ǘƘŀǘ ƛǎ ŦƛȄŜŘ ǊŀǘŜΧ 



- Building societies tend to fund fixed-rate mortgages for up to five years by using savings and 

deposits.  This funding model creates an interest rate mismatch because they receive fixed 

rates on mortgages and pay out variables rate on their other products 

- In the event of rising interest rates, a building society receives less income as payments from 

mortgages remain fixed while they pay savers more 

 

Answer: $10.0tn 

 

28 May 2015 

 

Question: ²Ƙȅ ƛǎ ǘƘŜ bt± ŦǳƴŎǘƛƻƴΣ ƛΦŜΦ άҐbt±όύέΣ ƛƴ ŜȄŎŜƭ ƛƴŎƻǊǊŜŎǘΚ 

 

BoJ accounts reveal anxiety over effect of QE exit ς Pg. 6 

- According to its annual accounts, the BoJ is keeping 25% of last ȅŜŀǊΩǎ ǇǊƻŦƛǘ ŀǎ ŎŀǇƛǘŀƭΣ 

instead of the legally required 5%.  Last year it withheld 20% 

- The BoJ kept 25% and paid the rest to the government 

- When interest rates rise, central banks such as the US Federal Reserve may suffer losses on 

bonds they bought to stimulate the economy at a time when interest rates were low 

- The Fed earned eight times as much from a balance sheet of similar size because it bought 

securities at higher interest rates 

- If the BoJ was to raise interest rates from zero to 3% - consistent with success in hitting its 

2% inflation target ς it would likely to suffer several trillion yen a year in operating losses 

 

DŜǊƳŀƴȅ ƻǳǘǇŀŎŜǎ ¦{ ƛƴ ŜŎƻƴƻƳƛŎ ΨǿŜƭƭōŜƛƴƎΩ ƛƴŘŜȄ ς Pg. 6 

- In China, rapid economic growth is being hindered by pollution and other factors and 

ǘǊŀƴǎƭŀǘƛƴƎ ƻƴƭȅ ǎƭƻǿƭȅ ƛƴǘƻ ōǊƻŀŘŜǊ ŜŎƻƴƻƳƛŎ άǿŜƭƭōŜƛƴƎέ ǿƘƛƭŜ ƛƴ LƴŘƛŀΣ !ǎƛŀΩǎ ƴŜǿ ƎǊƻǿǘƘ 

champion, progress has been even slower 

- ¢ƘŜ ¦{ ŎƻƳŜǎ ƛƴ ŀǘ ƴǳƳōŜǊ мт άǇǊƛƳŀǊƛƭȅ ōŜŎŀǳǎŜ ƻŦ ƛǘǎ ǿŜŀƪ ǎƘƻǿƛƴƎ ƛƴ ƛƴŎƻƳŜ Ŝǉǳŀƭƛǘȅέ 

- Despite the longstanding view that the US is a land of opportunity it turns out, that it is 

below average in its ability to convert both wealth and growth into a broader well-being 

 

Buybacks and dividends set to top $1tn ς Pg. 22 

- US companies are bolstering their earnings as the share buyback boom shows little sign of 

ending 

- US companies are sitting on huge cash piles and the subsequent lackluster economic 

recovery has made them reluctant to spend on expanding operations.  IN turn, they have 

directed money to buybacks and dividends with pressure from activist shareholders 

advancing the trend 

- The scale of repurchases is bolstering earnings: one in five S&P 500 companies has raised 

ŜŀǊƴƛƴƎǎ ōȅ ŀǘ ƭŜŀǎǘ п҈ ŦƻǊ ŜŀŎƘ ƻŦ ǘƘŜ Ǉŀǎǘ ŦƛǾŜ ǉǳŀǊǘŜǊǎΧ 

- Share buybacks offset options granted to employees, but companies in recent years have 

also bought back more than they need to protect earnings.  While repurchases can boost 

earnings per share, they do not represent an increase in the profitability of the business ς 

the same essential level of profits is just split among fewer shares 



- Much of the money for dividends and buybacks has come from cash reserves bloated by 

fatter profit margins thanks to cost-cutting, but many companies have turned to bond 

markets to raise money cheaply for equity investors 

 

Inadequate nest eggs prompt fears of a crisis ς Pg. SR1 ς 3 

- ¢ƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ {ǳǊǾŜȅ ƻŦ /ƻƴǎǳƳŜǊ CƛƴŀƴŎŜǎ ǎƘƻǿǎ ǘƘŀǘ ǘƘƻǎŜ ŀƎŜŘ рр ǘƻ сп ǿƛǘƘ 

retirement savings reported a median sum of $103,200 in 2013.  That could provide less 

than $400 a month for ǊŜǘƛǊŜŜǎ ŀǘ ǘƻŘŀȅΩǎ ƭƻƴƎŜǾƛǘȅ ǊŀǘŜǎΣΧ 

- ΧƳƻǊŜ ǘƘŀƴ ƘŀƭŦ ƻŦ ǿƻǊƪƛƴƎ-age households will not have saved enough to maintain living 

standards 

 

Answer: It discounted to T = -1 (minus one, i.e. one period prior) 

 

27 May 2015 

 

Question: ²Ƙŀǘ ƛǎ wƻƎŜǊΩǎ ƭŀǘŜǎǘ travel story? 

 

IMF makes significant shift with vote of confidence in renminbi ς Pg. 1 

- ¢ƘŜ LaC Ƙŀǎ ŘŜŎƭŀǊŜŘ ǘƘŀǘ /ƘƛƴŀΩǎ ŎǳǊǊŜƴŎȅ ƛǎ άƴƻ ƭƻƴƎŜǊ ǳƴŘŜǊǾŀƭǳŜŘέΣ ƳŀǊƪƛƴƎ ŀ ǎƛƎƴƛŦƛŎŀƴǘ 

ǎƘƛŦǘ ŀŦǘŜǊ ƳƻǊŜ ǘƘŀƴ ŀ ŘŜŎŀŘŜ ƻŦ ŎǊƛǘƛŎƛǎƳ ƻŦ .ŜƛƧƛƴƎΩǎ ǘƛƎƘǘ ƳŀƴŀƎŜƳŜƴǘ ƻŦ the renminbi 

- The move amounts to a big vote of confidence in Beijing and the renminbi at a critical time.  

It also puts the IMF at odds with the biggest shareholder, the US, which insists that China 

continues to draw an unfair trade advantage from a renmiƴōƛ ǘƘŀǘ ƛǘ ŎƻƴǎƛŘŜǊǎ άǎƛƎƴƛŦƛŎŀƴǘƭȅ 

ǳƴŘŜǊǾŀƭǳŜŘέ 

- China has publicly expressed its desire for the renminbi to join the dollar, yen, euro, and 

pound sterling in the SDR basket ς a move that would see it recognized as an official reserve 

currency 

 

Consumers keep fuel savings securely in their pockets ς Pg. 2 

- !ŦǘŜǊ ǊŜōƻǳƴŘƛƴƎ ŀǘ ǘƘŜ ŜƴŘ ƻŦ нлмпΣ ǊŜǘŀƛƭ ǎŀƭŜǎ ƛƴ ǘƘŜ ǿƻǊƭŘΩǎ ǊƛŎƘŜǎǘ ŜŎƻƴƻƳƛŜǎ ƘŀǾŜ ŦŀƭƭŜƴ 

on a monthly basis in the first three months of this year 

- A separate factor hitting the rebound of consumption in the rich world has been uncertainty 

over the strength of the recovery coupled with the high levels of debt.   

- In the US, over the most recent quarter, the saving rate of Americans rose by 0.9%, an 

unusually large increase.  Households may have held back because of weak wage growth, 

coupled with worries that the energy price drop will reverse 

- wŜŀƭ ŘƛǎǇƻǎŀōƭŜ ƛƴŎƻƳŜ Ƙŀǎ ǊƛǎŜƴ п҈ ƴŀǘƛƻƴŀƭƭȅ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ŦƻǳǊ ǉǳŀǊǘŜǊǎΧΦ 

 

Recovery in US urban economies reveals patchwork of fortunes since recession ς Pg. 4 

- Nearly half of the biggest US metropolitan areas have yet to recoup all the jobs lost from the 

DǊŜŀǘ wŜŎŜǎǎƛƻƴ ŀƴŘ ŀƭƳƻǎǘ ŀ ǘƘƛǊŘ ƘŀǾŜ ŦŀƛƭŜŘ ǘƻ ǊŜǘǳǊƴ ǘƻ ǇǊŜǾƛƻǳǎ ƭŜǾŜƭǎ ƻŦ ƻǳǘǇǳǘΣ Χ 

- Economic activity across the US is nearly 10% above its pre-recession peak and employment 

is 3.8m  higher 



- The recession was initially most devastating in real estate and financially focused parts of 

the US, whereas areas with large government, higher education or health sectors were 

better insulated 

- Ms Yellen argued last week that the housing blight is set to fade, pointing out that the share 

of mortgages that are underwater has fallen by a half nationally between 2011 and 2014 

 

Central bankers pray for a US dollar rebound ς Pg. 18 

- Many central banks around the world are watching whether the US dollar can regain 

momentum and help stimulate their slowing economies via a powerful stimulus tool ς 

currency depreciation 

- More than ever countries are relying on weaker currencies to boost their growth prospects 

in the low global interest rate environment 

- Norway, Canada, Australia and New Zealand are among countries whose central banks are 

on a path of monetary easing but would prefer a stronger US dollar to help avert slowing 

economic activity 

- Signs of a more dynamic US economy came last week with favourable housing and inflation 

data 

 

Fed eyes controls before beginning its descent ς Pg. 20 

- Allowing assets to roll off automatically as they mature could lead to a jagged path of 

balance-ǎƘŜŜǘ ǊŜŘǳŎǘƛƻƴΦ  ! ǘƘƛǊŘ ƻŦ ǘƘŜ CŜŘΩǎ ¢ǊŜŀǎǳǊȅ portfolio, about $785bn, comes due 

ōȅ ǘƘŜ ŜƴŘ ƻŦ нлмуΣ Χ 

- Other analysts say the Fed should sell off assets to shrink its balance sheet more rapidly ς a 

possibility discussed at the March meeting, at least for bonds maturity soon 

 

Answer: ¦ƴōŜƭƛŜǾŀōƭŜΧǘƘŜ plane lands and my duty free is in the overhead.  I turn to get something, 

look back, and the duty free is gone.  As the Deans at Hopkins and Georgetown can attest, I know how 

to throw a fit.  A fit was thrown!!!  The three young people removed their jacket (why they had a jacket 

in DC at this time of year is a mystery) and there was my duty free beneath their jacket.  Of course they 

ŀǇƻƭƻƎƛȊŜŘ ŀǎ ǘƘŜȅ άŘƛŘ ƴƻǘ ƪƴƻǿ ƛǘ ǿŀǎ ƳƛƴŜέΦ  hƘ ǇǳƭƭƭŜŜȊȊȊȊȊΧL ǿƛƭƭ ōǊƛƴƎ ŀ ōŀƎ ƭŀōŜƭ ƛƴ ǘƘŜ ŦǳǘǳǊŜ ŀƴŘ 

label my duty free!  Thieves!!! 

 

26 May 2015 

 

Question: Where is Bacardi Rum distilled? 

 

Asia overtakes Europe as hub for billionaires while US stays top of the pile ς Pg. 2 

- The overwhelming majority of billionaires lived in the US and Europe until 1980, with a 

minority of entrepreneurs creating their own wealth 

- But the US and Asia have become the main centres of great wealth creation over the past 

ŘŜŎŀŘŜΣ ǿƛǘƘ 9ǳǊƻǇŜ άŦŀǊƛƴƎ ƭŜǎǎ ǿŜƭƭέ 

- Some 47% of self-made billionaires were resident in the US in 2014, compared with 36% in 

Asia.  Europe sits in third place with 17% of the self-made billionaire population 



- Entrepreneurs in the US have amassed their fortunes by driving the global revolution in 

ŦƛƴŀƴŎŜ ŀƴŘ ǘŜŎƘƴƻƭƻƎȅΣ ǿƘƛƭŜ !ǎƛŀΩǎ ǘȅŎƻƻƴǎ ƘŀǾŜ ǎǇǳǊǊŜŘ ǘƘŜ ǊŜƎƛƻƴΩǎ ƛƴŘǳǎǘǊƛŀƭ ŀƴŘ 

consumer sector growth 

- In the US, the financial sector services sector is the dominant source of new fortune, 

spawning 30% of self-made billionaires in the country since 1995 

 

.ǊŀȊƛƭΩǎ ŎǳǊǊŜƴŎȅ ǿƻŜǎ ŀƴŘ ǿƻǊǎŜƴƛƴƎ ǊŜŎŜǎǎƛƻƴ ŘŜŀƭ ōƭƻǿ ǘƻ ƎǊƻǿǘƘ ƘƻǇŜǎ ς Pg. 6 

- .ǊŀȊƛƭΩǎ ŜŎƻƴƻƳȅ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ŎƻƴǘǊŀŎǘ ōȅ ƴŜŀǊƭȅ ƻƴŜ-quarter this year in dollar terms due 

ǘƻ ŀ ŘŜǇǊŜŎƛŀǘƛƴƎ ŎǳǊǊŜƴŎȅ ŀƴŘ ŀ ŘŜŜǇŜƴƛƴƎ ǊŜŎŜǎǎƛƻƴΣΧ 

- .ǊŀȊƛƭΩǎ ŜŎƻƴƻƳȅ ƛǎ ŦŀŎƛƴƎ ŀ ƘŀƴƎƻǾŜǊ ǿƛǘƘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ŎƻƳƳƻŘƛǘƛŜǎ ǎǳǇŜǊŎȅŎƭŜ ŀƴŘ 

government efforts to prolong consumption and credit-led boom 

- aǳŎƘ ƻŦ ǘƘŜ ŜȄǇŜŎǘŜŘ Ŧŀƭƭ ƛƴ .ǊŀȊƛƭΩǎ ŜŎƻƴƻƳȅ ƴ ŘƻƭƭŀǊ ǘŜǊƳǎ ǘƘƛǎ ȅŜŀǊ ƛǎ ŘǳŜ ǘƻ ŀ ǇǊƻƧŜŎǘŜŘ 

ŘŜǇǊŜŎƛŀǘƛƻƴ ƻŦ ŀōƻǳǘ нм҈ ƛƴ ǘƘŜ ǊŜŀƭ ŀƎŀƛƴǎǘ ǘƘŜ ŘƻƭƭŀǊΧ 

- .ǊŀȊƛƭΩǎ ǊŜŀƭ ǿŀǎ ǘƘŜ ǿƻǊǎǘ ǇŜǊŦƻǊƳƛƴƎ ǎƛƎƴƛŦƛŎŀƴǘ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘ ŎǳǊǊŜƴŎȅ ŀŦǘŜǊ ¢ǳǊƪŜȅΩǎ 

ƭƛǊŀΧΦ 

- Χ.ǊŀȊƛƭΩǎ ŜŎƻƴƻƳȅ ǿƻǳƭŘ ŎƻƴǘǊŀŎǘ ōȅ мΦн҈ ǘƘƛǎ ȅŜŀǊ ƛƴ ƭƻŎŀƭ ŎǳǊǊŜƴŎȅ ǘŜǊƳǎ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ŀ 

year earlier, which would be its worst performance in 25 years 

- The central bank, meanwhile, is increasing interest rates to try to quell inflation, which has 

breached the top of its range of 4.5%, plus or minus 2%.  The planning ministry estimates 

inflation will end the year at 8.26% 

 

The Waiting game ς Pg. 9 

- Even as manufacturers adopt automation as part of their fightback against offshoring to 

Asia, productivity growth across the economy is at a near-standstill 

- Economists are increasingly alarmed because slower improvements in efficiency will lead to 

a fall-off in living standards and less-solid public finances 

- In the medium term, productivity growth is the most important driver of properity 

- WŀƴŜǘ ¸ŜƭƭŜƴΣ ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜ ŎƘŀƛǊΣ ǊŀƛǎŜŘ !ƳŜǊƛŎŀΩǎ άǊŜƭŀǘƛǾŜƭȅ ǿŜŀƪέ ǇǊƻŘǳŎǘƛǾƛǘȅ ƛƴ ŀ 

speech last week and urged new measures to strengthen eduction, boost entrepreneurship 

and lift capital investment 

- In the US, the most efficient of the major economies, productivity growth began to ebb in 

2005.   

 

Answer: 80.0% Puerto Rico, 20.0% Mexico 

 

25 May 2015 

 

Question: What is the population of Puerto Rico? 

 

Greece warns IMF of repayment default unless bailout deal is done ς Pg. 1 

- Greece has again threatened to default on 1.6bn (sterling) in loan repayments to the IMF in 

June without a bailout deal with its creditors 

- ¢ƘŜ ƎƻǾŜǊƴƳŜƴǘ Ƙŀǎ ǊǳƭŜŘ ƻǳǘ ŀ ŘƻƳŜǎǘƛŎ ŘŜŦŀǳƭǘ ƻƴ ǇŀȅƳŜƴǘǎ ǘƻ DǊŜŜŎŜΩǎ нΦфƳ ǇŜƴǎƛƻners 

and 600,000 public sector workers, saying they have first claim on its shrinking resources 



 

Emerging markets braced for Fed rate rise ς Pg. 4 

- The timing of this momentous event remains uncertain, and disappointing data since the 

start of the year has made US monetary policy makers more cautious than they were just a 

few months ago.  However, Janet Yellen, remains confident the economy will strengthen 

and rates are likely to go up this year 

- ΧŜŎƻƴƻƳƛǎǘǎ ōŜƭƛŜǾŜ ŀ ǊŀǘŜ ǊƛǎŜ ƛǎ ōƻǳƴŘ ǘƻ ǇǊƻǾƻƪŜ ƭŀǊƎŜ ŎŀǇƛǘal outflows away from Latin 

America and Asia 

- Their first line of defence includes interest rates, which central bankers can increase to 

persuade investors to stay put rather than moving their money to the US 

- The scope for monetary tightening differs across emerging markets: most oil consumers, 

such as India, have cut interest rates in the past few months, as lower energy prices have 

pushed down inflation.  Meanwhile, other countries such as Brazil have had to increase 

borrowing costs in a response to soaring inflation 

- Since the Asian financial crisis in the late 1990, emerging markets have cumulated large war 

ŎƘŜǎǘǎ ƻŦ ǊŜǎŜǊǾŜǎΣ ǿƘƛŎƘ ƴƻǿ ŀƳƻǳƴǘ ǘƻ ϷтΦтпǘƴΧ.central banks stand ready to reply them, 

as they did at the height of the global financial crisis 

- Economists are skeptical that using foreign reserves to buy domestic currency during a sharp 

sell-off can do much to stop a rout.  Investors know that the central bank only has so much 

foreign currency it can use, and can test this limit by continuing to sell and thus put policy 

makers under pressure 

- A more dramatic step would be to introduce capital controls, which limit the ability of 

foreign investors to pull out their money during a crisis.  These measures have been frowned 

upon by internal organizations, but have acquired greater legitimacy since the IMF became 

more open to their use in 2012 

 

.ŀƴƪǎΩ ŦƛǘƴŜǎǎ ǘƻ Ǌǳƴ ǇŜƴǎƛƻƴǎ ŘƛǎǇǳǘŜŘ ŀŦǘŜǊ ŦƻǊŜȄ ǇŜƴŀƭǘƛŜǎ ς Pg. 15 

- Banks facing enforcement actions often need excemptions from regulatory agencies to 

engage in certain activities, such as raising capital or advising pension funds, and those 

waivers are often granted 

 

Shadow banks urge easing of loan caps ς Pg. 16 

- Since the financial crisis, regulators have made it more difficult for the biggest banks to hold 

loans to the most debt-laden companies, pushing much of this activity into tax-free 

investment vehicles known as business development companies (BDCs) 

- ΧΦǎǳǇǇƻǊǘ ǘƻ ǎƳŀƭƭ ŀƴŘ ƳƛŘǎƛȊŜŘ ŎƻƳǇŀƴƛŜǎ ς the engine of the US economy ς could be even 

stronger, if regulators changed decades old rules requiring them to hold $1 in equity for 

every $1 they borrow.  A new bill, due to be presented to Congress in coming weeks, would 

allow BDC to borrow up to $2 for every $1 of equity 

 

Answer: $3.5m 

 

23 May 2015 

 



Question: What are the four dimensions of money, according to Roger? 

 

China boosts US economy with 80,000 full-time jobs ς Pg. 2 

- Chinese investments now support about 80,000 full-time jobs in the US, a fivefold increase 

in the past five years and an apparent reversal following decades of American complaints 

over manufacturing jobs being outsourced to China 

- The study predicts Chinese investment in the US could increase to between $100bn and 

$200bn by 2020, creating 200,000 ς 400,000 jobs 

- But the report found many investments saved target companies from bankruptcy, most 

acquisitions led to expansion and examples of downsizing were rare.  It also found a 

significant acceleration in Chinese investments in US manufacturing and service sector 

projects in the past 18 months 

- The current level of Chinese direct investment in the US is roughly on par with that of 

WŀǇŀƴŜǎŜ ŎƻƳǇŀƴƛŜǎ ƛƴ ǘƘŜ мфулǎΣ Χ 

 

Yellen points to rate rise this year if recovery continues ς Pg. 2 

- The US economy is likely to strengthen following a first-quarter setback that was heavily 

ƛƴŦƭǳŜƴŎŜŘ ōȅ ŦƭŜŜǘƛƴƎ ŦŀŎǘƻǊǎ ǎǳŎƘ ŀǎ ōŀŘ ǿŜŀǘƘŜǊΣ Χ 

- ΧƎƛǾŜƴ ǘƘŜ ƭŀƎǎ ƛƴǾƻƭǾŜŘ ƛƴ ǎŜǘǘƛƴƎ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅΣ ǘƘŜ CŜŘ ŎƻǳƭŘ ƴƻǘ ŀŦŦƻǊŘ ǘƻ ŘŜƭŀȅ 

tightening until employment and inflation were back at its objectives, given the risk of the 

economy overheating 

- ΧƘƻǳǎŜƘƻƭŘǎΩ ǊŜŀƭ ŘƛǎǇƻǎŀōƭŜ ƛƴŎƻƳŜ ƘŀŘ ǊƛǎŜƴ ŀƭƳƻǎǘ п҈ ƛƴ ǘƘŜ Ǉŀǎǘ ŦƻǳǊ ǉǳŀǊǘŜǊǎΣ Χ 

- Housing sector activity was likely to improve only gradually given the lasting impact of the 

downturn, while businesses were still proving reluctant to invest given many had not had 

ǎǳŦŦƛŎƛŜƴǘ ŎƻƴŦƛŘŜƴŎŜ ƛƴ ǘƘŜ άǎǘǊŜƴƎǘƘ ŀƴŘ ŘǳǊŀōƛƭƛǘȅ ƻŦ ǘƘŜ ǊŜŎƻǾŜǊȅέ 

- One longer-term worry, however, was weak productivity data 

 

Dollar gains led by fresh rate expectations ς Pg. 11 

- The dollar made progress yesterday, ending a strong week on a high after stronger than 

expected inflation data reinforced prospects for a rate rise this year by the US Federal 

Reserve 

- Core inflation in the US, which strips out volatile energy and food prices, rose to an annual 

1.8% in April, from 1.7% in March, prompting a rise in Treasury yields as prices fell, while the 

dollar erased earlier losses to climb o.9%, as measured against a basket of its chief rivals 

- The single currency was down 3.8% against the dollar over the week, at $1.1016 and lost 

2Φо҈ ǾŜǊǎǳǎ ǎǘŜǊƭƛƴƎΧ 

 

Answer: (1) Magnitude (Quantity), (2) Direction (timing), (3) Colour (currency), and (4) Location 

 

22 May 2015 

 

Question: The categories on a balance sheet are ordered according to what? 

 

Saudi kingdom built on oil envisages ending the use of fossil fuels by 2050 ς Pg. 1 



- The statement represents a stunning admission by a nation whose wealth, power and 

outsize influence are predicated on its vast reserves of oil 

- ΧǘƘŜ ƪƛƴƎŘƻƳ ǇƭŀƴƴŜŘ ǘƻ ōŜŎƻƳŜ ŀ άƎƭƻōŀƭ ǇƻǿŜǊ ƛƴ ǎƻƭŀǊ ŀƴŘ ǿƛƴŘ ŜƴŜǊƎȅέ ŀƴd could start 

exporting electricity instead of fossil fuels in coming years 

- Saudi Arabia has long said it plans to use more renewable power 

 

Russian economy will bounce back, says IMF ς Pg. 4 

- The Russian economy is set to contract by 3.4% this year but ǿƛƭƭ ǊŜōƻǳƴŘ ƛƴ нлмсΣΧ 

- The fund said it expected Russian inflation to fall from its current level of around 16% to 

12.5% by the end of the year 

 

Demand for assets loads up infrastructure risks ς Pg. 20 

- /ŀǇƛǘŀƭ ƛǎ ŦƭƻǿƛƴƎ ŦǊƻƳ ǘƘŜ ǿƻǊƭŘΩǎ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ƛƴǘƻ the tarmac, concrete and metal of its 

roads, utilities and ports at an extraordinary rate, and it is putting an increasingly high 

premium on the steady long-term cash flow provided by these assets 

- The weight of capital chasing assets is so great it is also reducing returns on infrastructure 

- The biggest pension funds investing in infrastructure, based in Canada and Australia, often 

ƭƻƻƪ ŦƻǊ ǊŜǘǳǊƴǎ ƻŦ с ǘƻ у҈Σ ƛƴ ƴƻƳƛƴŀƭ ǘŜǊƳǎΧ 

 

European payouts set to gain ground on US ς Pg. 22 

- The widest gap between shareholder payouts in Europe and the US for 13 years may start 

closing say analysts as the culture of boosting dividends and buying back shares gains 

momentum among leading companies in the Eurozone 

- Shareholders in US companies have benefited from aggressive monetary easing by the 

Federal Reserve 

- US companies spent 52% of cash flows on direct shareholder payouts during 2014, with 28% 

allocated to buybacks and 24% devoted to dividends 

 

Answer: liquidity 

 

21 May 2015 

 

Question: Name four sources of Financial Statement information? 

 

Six big banks fined $5.6bn over rigging of forex markets ς Pg. 1 

- ΧC.L ǎŀƛŘ ƛƴǾƻƭǾŜŘ ŎǊƛƳƛƴŀƭƛǘȅ άƻƴ ŀ ƳŀǎǎƛǾŜ ǎŎŀƭŜέ όtǊƻŦ bƻǘŜΥ Χōǳǘ ȅŜǘ ǘƘŜ ǎƘŀǊŜƘƻƭŘŜǊǎ 

are held responsible.  Who is going to jail?) 

- Four of the banks agreed to plead guilty to conspiring to fix prices and rig bids in the $5.3tn- 

a ς day forex market, in what they hope will draw a line under one of the biggest cases of 

misconduct in banking since the global financial crisis 

- The revelation that traders colluded to move around currency exchange rates was 

particularly embarrassing for the banks because it occurred after they had paid billions of 

dollars to settle claims that their traders had tried to rig LIBOR 

 



Prospects of near-future rate rise recede as recovery doubts grow at Fed ς Pg. 1 

- Doubts about the strength of the US recovery appeared to grow among Federal Reserve 

policy makers in their latest rate-setting meeting as soggy economic data further reduced 

the prospect of a rate rise in the near future 

- The Fed ǘƘƛǎ ȅŜŀǊ ŘǊƻǇǇŜŘ ƛǘǎ ǇƭŜŘƎŜ ǘƻ ōŜ άǇŀǘƛŜƴǘέ ōŜŦƻǊŜ ǊŀƛǎƛƴƎ ǊŀǘŜǎΣ ǎƘƛŦǘƛƴƎ ǘƻ ŀ ƴŜǿ 

footing where it can tighten policy as soon as it decides the economic outlook is strong 

enough to justify a raise 

- The key question now confronting the central bank is how much of that slowdown reflects 

anomalous factors such as a port strike and bad weather, and whether a sharp rebound is in 

the offing 

 

British poverty rate below EU average ς Pg. 2 

- Britons are more likely to enter and then escape poverty than most other EuǊƻǇŜŀƴǎΧ 

- Almost a third of the British population ς more than 19m people ς dipped below the poverty 

line for at least one year at some point between 2010 and 2013.  The figure was higher than 

the 25%  average across the EU as a whole and was exceeded only by Greece and Latvia 

- Poverty is defined as living in a household with disposable income below 60% of the national 

median, while persistent poverty is defined as being poor in the current year and at least 

two of the three preceding years 

 

State investors bulk up on real estate ς Pg. 20 

- Since the global financial crisis, monetary policy makers have driven borrowing costs to 

historic lows, but their actions have made it harder for those in public sector dealing rooms 

to generate returns on assets they manage 

- A positive balance of global public investors expected to increase their allocations to fixed 

income assets 

 

Muni alarm sounds as pensions are put first ς Pg. 20 

- Chicago, the third-largest city, became a junk-ǊŀǘŜŘ ƛǎǎǳŜǊǎ ƭŀǎǘ ǿŜŜƪ ǿƘŜƴ aƻƻŘȅΩǎ Ŏǳǘ ƛǘǎ 

credit ratings on concerns about unfunded pension liabilities 

- tǳŜǊǘƻ wƛŎƻΩǎ ǇŜƴǎƛƻƴ ƛǎ ŦǳƴŘŜŘ ŀǘ Ƨǳǎǘ р҈ 

- Govenments have been poor managers of their pensions for some time, but the financial 

crisis and ensuing recession lifted the veil on chronic underfunding and rosy return 

expectations 

- Pensions are governed by state law, so the reception to change varies 

 

Answer: Annual Report, 10Q, 10K, 8K 

 

20 May 2015 

 

Question: The two types of risks of concern for a portfolio manager are? 

 

Wall St eyes revival of tool blamed for stoking crisis ς Pg. 1 



- Wall Street is focusing efforts on building up single name credit default swaps, a derivatives 

contract that tracks the risk of a default by a company that sells bonds 

- The demise of CDS has exacerbated the liquidity drought across the broad credit market and 

dealers argue that a liquid derivative alternative will benefit the buying and selling of 

corporate debt 

- 9ŦŦƻǊǘǎ ǘƻ ƭƛƳƛǘ ōƻƴŘ ƳŀǊƪŜǘ ǾƻƭŀǘƛƭƛǘȅΣ ŎƘŀǊŀŎǘŜǊƛȊŜŘ ōȅ ǘƘŜ άǘŀǇŜǊ ǘŀƴǘǊǳƳέ ƛƴ нлмоΣ ƘŀǾŜ 

focused on improving the ease of buying and selling corporate bonds in the market 

- ΧŦƛȄŜŘ ƛƴŎƻƳŜ ǘǊŀŘƛƴƎ ǊŜƳŀƛƴǎ ŎƘŀƭƭŜƴƎƛƴƎΣ ŘǊƛǾŜƴ ōȅ ōŀƴƪǎ ǊŜǘǊŜŀǘƛƴƎ ŦǊƻƳ ǘƘŜƛǊ ŎǳǎǘƻƳŀǊȅ 

role as middle men in bond and credit derivative transactions, due to tougher capital rules 

- Less liquid debt markets have results in large money managers sometimes finding it difficult 

to buy a particular bond they want to own.  A credit derivative contract provides an 

alternative method for gaining exposure to a particular company, without having to own its 

bonds 

 

China hit by record rate of capital outflows ς Pg. 2 

- Capital is flowing out of china at a record pace, sparking fears over financial stability and 

complicating efforts by the central bank to support a slowing economy with lower interest 

rates 

- !ǎ ŦŀƭƭƛƴƎ ŎƻƳƳƻŘƛǘȅ ǇǊƛŎŜǎ ǎƭŀǎƘŜŘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƛƳǇƻǊǘ ōƛƭƭΣ ƛǘ ǊŜŎƻǊŘŜŘ ŀ Ϸтфōƴ ŎǳǊǊŜƴǘ 

account surplus ς the largest in nearly five years 

 

hǎōƻǊƴŜ ǎŜŜǎ ƎƻƻŘ ƴŜǿǎ ƛƴ ŘŜŦƭŀǘƛƻƴΩǎ ǊŜǘǳǊƴ ǘƻ ¦Y ŀŦǘŜǊ рр ȅŜŀǊǎ ς Pg. 3 

- The UK has slipped into deflŀǘƛƻƴ ŦƻǊ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜ ƛƴ ƳƻǊŜ ǘƘŀƴ ƘŀƭŦ ŀ ŎŜƴǘǳǊȅΣΧ 

- Prices fell by 0.1% in the year to April, a record monthly low for the consumer price index 

created in 1996.  The best comparable data suggest this is the lowest UK inflation reading 

since 1960 

- UK households have suffered from falling real wages over the past few yars.  

- The BoE and most economists expect inflation to remain close to zero over the summer 

before rising again at the end of the year, when the impact of lower oil prices starts to fall 

out of the year-on-year calculations 

 

Answer: Unsystematic and Systematic 

 

19 May 2015 

 

Question: What is the Longest Highway in the world? 

 

Oil slide puts more than $100bn of projects on ice amid output fears ς Pg. 1 

- More than $100bn of spending on new projects ōȅ ǘƘŜ ǿƻǊƭŘΩǎ ŜƴŜǊƎȅ ŎƻƳǇŀƴƛŜǎ Ƙŀǎ ōŜŜƴ 

slowed, postponed or axed following the oil price plunge, evidence of the drastic industry 

action that will curb output in coming years 

- ΧǘƘƻǳǎŀƴŘǎ ƭƻǎŜ ǘƘŜƛǊ Ƨƻōǎ ŀƴŘ ƭŜŘ ǘƻ ŀ ǎƭƻǿŘƻǿƴ ƛƴ ǘƘŜ ¦{ ǎƘŀƭŜ ōƻƻƳ 

- After reaching $115 a barrel last June, the price of oil plummeted to a low of $45 in January, 

as surging output of US shale oil an softening demand in Asia stoked a glut in the market 



 

Financial chiefs urge action as instability fears rise ς Pg. 2 

- A group of leading financial executives has urged authorities around the world to bolster 

their crisis-busting arsenals amid fears that ultra-low interest rates have increased the risk 

of financial instability 

- Macroprudential tools used to guard against dangers such as overvalued property assets, in 

theory reducing the need for authorities to raise interest rates to rein in investor 

exuberance.  Among the most developed are counter-cyclical capital requirements on banks 

and caps on amount customers can borrow relative to their incomes 

- ¢Ƙƛǎ ƳƻƴǘƘΣ WŀƴŜǘ ¸ŜƭƭŜƴΣ ΧǎŀƛŘ ǘƘŀǘ ǎƘŀǊŜ ǇǊƛŎŜǎ ǿŜǊŜ άǉǳƛǘŜ ƘƛƎƘέ ŀƴŘ ǘƘŀǘ ǘƘŜǊŜ ǿŀǎ ŀ Ǌƛǎƪ 

of a sharp jump in longer-term bond yields, while arguing that overall financial risks were 

contained 

 

EU money funds look to corporate debt ς Pg. 22 

- European money market funds have increased their exposure to short-term corporate debt 

in a move that underlines a changing universe of supply and the ever more difficult hunt for 

yield 

- Companies accounted for 14% of issuers in euro-denominated money market fund 

portfolios, at the end of the first quarter ς ƳƻǊŜ ǘƘŀƴ ǘǿƛŎŜ ǘƘŜ ƭŜǾŜƭ ƻŦ ŀ ȅŜŀǊ ŀƎƻΣ Χ 

- Money market funds typically invest in highly rated debt that matures in up to 397 days.  

They aim to provide investors with liquidity ς allowing them to withdraw funds easily ς and 

modest returns, which have come under pressure as central bank rates and bond yields 

have turned negative 

- The rise of corporate exposure in euro-denominated funds ς ǿƘƛŎƘ CƛǘŎƘ ŘŜŜƳŜŘ άǳƴǳǎǳŀƭέ 

ς is closely tied to a reduced supply of unsecured paper issued by financial institutions, 

which still accounts for most of the assets held in money market fund portfolios 

- Extremely low borrowing costs ς fuelled by large asset purchases by the ECB ς have made it 

more attractive for companies to issue debt in the single currency 

 

Answer: Trans-Canada Highway, approximately 4,860 miles (7,821 kilometers) 

 

18 May 2015 

 

Question: ²Ƙŀǘ ƴŜǿ ŜȄǇǊŜǎǎƛƻƴ ŘƛŘ L Ƨǳǎǘ ƭŜŀǊƴ ƛƴ /ŀƴŀŘŀ ǿƘƛŎƘ ƳŜŀƴǎΣ άǇǊƛƳŜ ƭƻŎŀǘƛƻƴΚέ 

 

Pledge to speed reforms as India grows confident of overtaking China ς Pg. 1 

- India is on track to overtake China with annual growth of more than 8% as the government 

starts its second year in power by speeding up plans for economic reform and pledging to 

ǊŜǎƻƭǾŜ ǘŀȄ ŘƛǎǇǳǘŜǎ ǿƛǘƘ ƛƴǾŜǎǘƻǊǎΣ Χ 

 

Asia drives investment surge by emerging economies ς Pg. 4 

- Foreign direct investment by emerging economies surged almost a third last year as 

ŎƻƳǇŀƴƛŜǎ ǎƻǳƎƘǘ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ŀōǊƻŀŘ ǘƻ ƳŀƪŜ ǳǇ ŦƻǊ ǎƭƻǿƛƴƎ ŘƻƳŜǎǘƛŎ ƎǊƻǿǘƘΧ 

- ΧŜƳŜǊƎƛƴƎ ŜŎƻƴƻƳƛŜǎ ŀǊŜ ōŜŎƻƳƛƴƎ ǊƛǾals to the US and Europe as a source of investment 



- ¢ƘŜ ǎǳǊƎŜ ǿŀǎ ŘǊƛǾŜƴ ŀƭƳƻǎǘ ŜƴǘƛǊŜƭȅ ōȅ !ǎƛŀƴ ƛƴǾŜǎǘƻǊǎΣ Χ 

- /Ƙƛƴŀ ǿŀǎ ǎŜŎƻƴŘ ƻƴƭȅ ǘƻ ǘƘŜ ¦{ ƛƴ ǘƘŜ ƴŀǘƛƻƴŀƭ ƭŜŀƎǳŜ ǘŀōƭŜǎ ŦƻǊ ŦƻǊŜƛƎƴ ŘƛǊŜŎǘ ƛƴǾŜǎǘƳŜƴǘΧ 

 

Saudi oil sales to US at post-crisis lows ς Pg. 11 

- Χhighlighting the shale boom and fast-growing imports from Canada 

- The US has bought an average of less than 1m barrels a day of Saudi crude over the past 

year, weekly and monthly US government data show 

- The kingdom has been compensating for the sales dip by accelerating its pivot to Asia, as 

China vies with the US as one of the biggest buyers of Saudi crude,  

- As recently as 2013, the US imported an averge of more than 1.5m b/d 

- ΧǊƛǎƛƴƎ ƛƳǇƻǊǘǎ ŦǊƻƳ /ŀƴŀŘŀ ŀǇǇŜŀǊ ǘƻ ōŜ ǘƘŜ ƻǘƘŜǊ ŘǊƛǾƛƴƎ ŦƻǊŎŜ ōŜƘƛƴŘ ǘƘŜ ƴŜŜŘ ǘo bring 

in less crude from the Middle East  

- Saudi Arabia remains the scond biggest oil exporter to the US after Canada, and owns stakes 

in refineries and petrochemical plants in the country 

 

Securitization industry attacks disclosure plan ς Pg. 12 

- 9ǳǊƻǇŜΩǎ struggling securitization industry has voiced frustration over new regulatory 

ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎΣ ƛƴ ǘƘŜ ƭŀǘŜǎǘ ǎƛƎƴ ƻŦ ǘƘŜ ƳŀǊƪŜǘΩǎ ŘƛŦŦƛŎǳƭǘƛŜǎ ƛƴ ǘƘŜ ǿŀƪŜ ƻŦ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 

crisis 

- The global industry faced an existential crisis in the aftermath of the financial crisis of 2007, 

in which US subprime mortgage-backed securities played a significant role.  But while the US 

market, which is larger, has recovered, the market for European asset-backed securities 

remains weak 

 

Answer: ά/ŜƴǘǊŜ LŎŜέΣ ƛΦŜΦ L ǿŀƴǘ ŀ ǘŀōƭŜ ǘƘŀǘ ƛǎ ΨŎŜƴǘŜǊ ƛŎŜΩ 

 

16 May 2015 

 

Question: ²ƘŜƴ ŘƛŘ hΩ/ŀƴŀŘŀ ƻŦŦƛŎƛŀƭƭȅ ōŜŎƻƳŜ ǘƘŜ ƴŀǘƛƻƴŀƭ ŀƴǘƘŜƳ ŦƻǊ /ŀƴŀŘŀΚ 

 

China orders banks to keep lending to insolvent provincial projects ς Pg. 1 

- It explicitly banned financial institutions from cutting off or delaying funding to any local 

government project started before the end of last years and said any projects that were 

unable to repay existing loans should have their debt renegotiated and extended 

- Analysts point out that almost every economy in history which has seen a debt build-up that 

rapid has experienced a financial or growth crisis 

 

/ŀƭƛŦƻǊƴƛŀΩǎ ŜŎƻƴƻƳȅ ǊƻŀǊǎ ōŀŎƪ ŀǎ ŘŜŦƛŎƛǘ ǾŀƴƛǎƘŜǎ ς Pg. 4 

- ¢ƘŜ ǊƻŀŘ ǘƻ ǊŜŎƻǾŜǊȅ ŦƻǊ ǘƘŜ ¦{Ωǎ Ƴƻǎǘ ǇƻǇǳƭƻǳǎ ǎǘŀǘŜ Ƙŀǎ ōŜŜƴ ǇŀǾŜŘ ōȅ ŀƴ ƛƴŦƭǳȄ ƻŦ ǘŀȄ 

revenue, thanks to a levy on the wealthy that Mr Brown backed in 2012 and years of 

spending cuts 

- {ϧtΩǎ Σ aƻƻŘȅΩǎ ŀƴŘ CƛǘŎƘ ŀƭƭ ǳǇƎǊŀŘŜŘ ǘƘŜ ǎǘŀǘŜΩǎ ŎǊŜŘƛǘ ǊŀǘƛƴƎǎ ƛƴ ǘƘŜ Ǉŀǎǘ ȅŜŀǊ 

- tŜǊǎƻƴŀƭ ƛƴŎƻƳŜ ƎǊƻǿǘƘ ǿƛƭƭ ŜȄŎŜŜŘ ǘƘŜ ǊŜǎǘ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅ ǘƻ ǘƘŜ ŜƴŘ ƻŦ нлмтΣ Χ 

 



Relief follows easing of US profit fears ς Pg. 11 

- Fears that profits at the largest US publicly traded companies retreated significantly during 

the first half have eased, after a string of better than expected results, including from groups 

in an energy sector hit by the oil price rout 

- For S&P 500 companies, blended earnings ς a measure of quarterly results already 

announced and projections for the 40 or so in the coming months ς are set to grow 0.2% in 

the quarter from a year earlier, compared with projections at the beginning of April for a fall 

of as much as 4.8%... 

- Revenues, meanwhile, were lackluster and are expected to deteriorate in the second 

ǉǳŀǊǘŜǊΣ ΧΦ 

- A so-called profit recession, in which earnings fall for two consecutive quarters, has also not 

been ruled out 

 

Answer: 1980 

 

 

15 May 2015 

 

Question: Where was the soundtrack for Rudolph the Red Nosed Reindeer recorded? 

 

5ǊŀƎƘƛ ǿŀǊƴǎ ŎŜƴǘǊŀƭ ōŀƴƪǎ ŀƎŀƛƴǎǘ ΨōƭƛƴŘΩ Ǌƛǎƪ-taking ς Pg. 1 

- Central banks have faced criticism that their response to the financial crisis is stoking asset-

price bubbles and increasing inequality 

- Mr Draghi argued that while the impact of QE on asset prices and economic confidence has 

been substantial, what ultimately mattered was what happened to investment, 

consumption and inflation in the Eurozone 

- There was no inflation in the Eurozone in the year to April 2015.  The ECB targets a level of 

below but close to 2% 

 

Democrats warn of return to lax bank lending ς Pg. 2 

- ¢ƘŜ ŘŜōŀǘŜ ŎŜƴǘǊŜǎ ƻƴ ŀ ŎŀǘŜƎƻǊȅ ƻŦ ƭƻŀƴǎ ŎŀƭƭŜŘ άǉǳŀƭƛŦƛŜŘ ƳƻǊǘƎŀƎŜǎέΣ ǿƘƛŎƘ protect 

lenders from lawsuits in the event of a default as long as the loan meets criteria meant to 

ŜƴǎǳǊŜ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ Ǉŀȅ 

- ΧǘƘŜ ōƛƭƭ ǿƻǳƭŘ ǊŜƳƻǾŜ ŀ ŘŜōǘ-to-income requirement, which means loans are only eligible 

for qualified mortgage status ƛŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŘŜōǘ ŜȄǇŜƴǎŜǎ ŀŘŘ ǳǇ ǘƻ ƭŜǎǎ ǘƘŀƴ по҈ ƻŦ 

monthly income 

 

!ǎŜŀƴΩǎ ōƛƎ ǘƘǊŜŜ Ƙƛǘ ōȅ ǎƘƻǇǇƛƴƎ ǎƭƻǿŘƻǿƴ ς Pg. 4 

- Household debt, sluggish wage rises and political uncertainties are dragging on spending 

growth in Thailand, Indonesia and Malaysia 

- LƴŘƻƴŜǎƛŀΩǎ ŜŎƻƴƻƳȅΣ !ǎŜŀƴΩǎ ƭŀǊƎŜǎǘ ōȅ ŦŀǊΣ ǎƭƻǿŜŘ ǘƻ ƛǘǎ ƭƻǿŜǎǘ ǇŀŎŜ ƻŦ ŀƴƴǳŀƭ ƎǊƻǿǘƘ ƛƴ 

more than five years in the first quarter of this year, driven in part by a fall in government 

spending and flat consumer demand 



- ¢ƘŀƛƭŀƴŘΣ ǘƘŜ ǊŜƎƛƻƴΩǎ ǎŜŎƻƴŘ-biggest economy, has seen consumer confidence steadily 

decline alongside rising household debt.  Malaysia, number three in Asean, has recorded 

weak manufacturing wage growth and credit card spending 

- One big drag on consumer spending is rising household debt in countries such as Thailand 

and Malaysia 

 

Sale of 30-year US Treasuries disappoints ς Pg. 18 

- Rising expectations of inflation have helped drive the yield on 30-year US government bonds 

back from below 2.50% at the start of April 

- The 30-year debt was priced at a yield of 3.044%, slightly higher than the 3.023 expected by 

primary dealers 

- One factor weighing on the Treasuries could be the heavy issuance of longer-dated 

corporate debt 

 

Answer: Toronto, Canada 

 

14 May 2015 

 

Question: What is the population of Canada? 

 

Saudi Arabia sees success in fight to retain dominance of global oil ς Pg. 1 

- ¢ƘŜ ƪƛƴƎŘƻƳΩǎ ǇǊƻŘǳŎǘƛƻƴ ǊƻǎŜ ǘƻ ŀ ǊŜŎƻǊŘ ƘƛƎƘ ƻŦ млΦоƳ ōŀǊǊŜƭǎ ŀ Řŀȅ ƛƴ !ǇǊƛƭ ŀƴŘ ǘƘŜǊŜ ƛǎ 

ƴƻ ǎƛƎƴ ǘƘŀǘ ƛǘ Ǉƭŀƴǎ ǘƻ ǊŜǾŜǊǎŜ ƛǘǎ ǇƻƭƛŎȅ ŀǘ ƴŜȄǘ ƳƻƴǘƘΩǎ ƳŜŜǘƛƴƎ ƻŦ hǇŜŎΣΧ 

- ΧǘƘŜ {ŀǳŘƛ ƻŦŦƛŎƛŀƭ ǎŀƛŘ ƘŜ ŜȄǇŜŎǘŜŘ ǘƘŜ ƪƛƴƎŘƻƳ ǘƻ Ƴŀƛƴǘŀƛƴ ƛǘǎ ŘƻƳƛƴŀƴŎŜ ƻŦ Ǝƭƻōŀƭ 

energy, despite the growth of alternatives to fossil fuels and competition from rival oil 

producers within Opec and beyond 

 

Economies in emerging markets slow to levels not seen since aftermath of financial crisis ς Pg. 3 

- Growth in emerging markets has fallen to its slowest pace in six years, returning to levels 

ƴƻǘ ǎŜŜƴ ǎƛƴŎŜ ǘƘŜ ŀŦǘŜǊƳŀǘƘ ƻŦ ǘƘŜ Ǝƭƻōŀƭ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎΣ Χ 

- ΧΦƎŘǇ ŀŎǊƻǎǎ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎ ŦŜƭƭ ǘƻ мΦс҈ ƛƴ ǘƘŜ three months to the end of April 

compared with the previous three months, down from 1.9% in the three months to March 

- The downturn was strongest in Latin America, led by negative growth in Brazil.  The pace of 

GDP growth was strongest in emerging Asia, altƘƻǳƎƘ ǘƘŜǊŜΣ ǘƻƻΣ ǘƘŜ LLCΩǎ ƛƴŘƛŎŀǘƻǊ 

suggested the pace had slowed sharply 

 

First-quarter data deepen conundrum for the Fed ς Pg. 4 

- The US economy grew a meagre 0.2% in the first three months of the year, confounding 

analyst forecasts for an annualized expansion of 1% and making a June rate increase by the 

Fed appear less likely 

- But the regularity of first-quarter slowdowns in recent years has raised questions over how 

good a job the seasonal adjustments are doing.  From 2010 to 2015 growth in the first-

quarter GDP has averaged only 0.6% as against an average 2.9% in the remaining quarters 

 



Banks still struggling with finance ethics ς Pg. 13 

- bŜŀǊƭȅ ƘŀƭŦ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ōƛƎƎŜǎǘ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ŀǊŜ ǎǘƛƭƭ ƴƻǘ ŘƻƛƴƎ ŜƴƻǳƎƘ ŀǘ ōƻŀǊŘ 

level to address risk management and bonuses, even as regulators clamp down 

- ΧΦǘƘŜ ¦YΣ ǿƘƛŎƘ Ƙŀǎ ƛƴǘǊƻŘǳŎŜŘ ŀ ŎǊƛƳƛƴŀƭ ƻŦŦŜƴŎŜ ƻŦ ǊŜŎƪƭŜǎǎƭȅ ƳƛǎƳŀƴŀƎƛƴƎ ŀ ōŀƴƪ ƛƴ ŀƴ 

attempt to hold the highest echelons of management to account, has some of the toughest 

laws on remuneration in the world 

 

ΨCǊŀƎƛƭŜ ŦƛǾŜΩ ŎǳǊǊŜƴŎƛŜǎ Řƻǿƴ ǘƻ ǘƘǊŜŜ ƻǊ ŦƻǳǊ ς Pg. 20 

- The sell-off in Asian currencies this week was a reminder of the nervous agitation among 

investors in emerging markets, driven by uncertainty over the timing of US Federal Reserve 

interest rate rises 

- !ƳƻƴƎ ǘƘŜ ŦǊŀƎƛƭŜ ŦƛǾŜΣ LƴŘƛŀΩǎ ŎǳǊǊŜƴǘ ŀŎŎƻǳƴǘ ŘŜŦƛŎƛǘ ƛǎ ǎƳŀƭƭŜǊ ǘƘŀƴ ƛǘǎ ǎǳǎǘŀƛƴŀōƭŜ ƭŜǾŜƭΣ 

ǿƘƛƭŜ LƴŘƻƴŜǎƛŀΩǎ ƛǎ ǾŜǊȅ ŎƭƻǎŜΦ  .ǳǘ .ǊŀȊƛƭΣ {ƻǳǘƘ !ŦǊƛŎŀ ŀƴŘ ¢ǳǊƪŜȅ ŀǊŜ ǊǳƴƴƛƴƎ ŘŜŦƛŎƛǘǎ ŦŀǊ 

beyond their sustainable levels 

 

Answer: 32,000,000 

 

13 May 2015 

 

Question: How many oceans border Canada? 

 

Cash-starved Athens forced to raid IMF reserves for loan payment to ς the IMF ς Pg. 1 

- !ǘƘŜƴǎ ŘǊŜǿ срлƳ όŜǳǊƻύ ŦǊƻƳ ƛǘǎ ƘƻƭŘƛƴƎǎ ƻŦ ǘƘŜ LaCΩǎ {ǇŜŎƛŀƭ 5ǊŀǿƛƴƎ wƛƎƘǘǎ ǘƻ ƳŀƪŜ ǘƘŜ 

loan payment an also give it room to disburse nearly 1bn (euro) today to pay public sector 

salaries 

- Like very IMF member, Greece is allocated a stock of SDRs ς ǘƘŜ LaCΩǎ ƻǿƴ ƴƻǘƛƻƴŀƭ 

currency ς but they are rarely tapped 

- Although IMF members are allowed to use the account at their own discretion, it is highly 

unusual to use the funds to repay the IMF itself 

- Members are required to pay a nominal interest rate to the IMF on the gap between their 

ŀŎǘǳŀƭ {5w ƘƻƭŘƛƴƎǎ ŀƴŘ ǘƘŜƛǊ ŀƭƭƻŎŀǘƛƻƴΣ ƳŀƪƛƴƎ ǘƘƛǎ ǿŜŜƪΩǎ ƳƻǾŜ ōȅ !ǘƘŜƴǎ ǘƘŜ ŜǉǳƛǾŀƭŜƴǘ 

of taking out a low-interest loan from the fund to pay off another 

 

IMF warns on growing role of financial sectors ς Pg. 4 

- The role of the financial sector in the US, japan and other advanced economies has grown 

too big, the IMF has warned 

- A study by IMF economists found that emerging economies need to learn lessons of the 

2008 global financial crisis and avoid allowing their banking systems and financial markets to 

grow faster than regulators can keep up with 

- The study found that economies such as Ireland, Japan and the US has already crossed a line 

when financial sector expansion started to have a smaller impact on growth that turned 

negative 

 

aƻǾŜ ǘƻ ƭƛŦǘ ōŀƴƪ Ψ{ƛŦƛΩ ǘƘǊŜǎƘƻƭŘ ǘƻ Ϸрллōƴ ς Pg. 13 



- ΧǘƘŜ ǘƘǊŜǎƘƻƭŘ ŦƻǊ ōŀƴƪǎ ǘƻ ōŜ ŘŜǎƛƎƴŀǘŜŘ άǎȅǎǘŜƳƛŎŀƭƭȅ ƛƳǇƻǊǘŀƴǘέ ǿƻǳƭŘ ōŜ ǊŀƛǎŜŘ 

significantly from $50bn to $500bn 

- ΧǘƘŜ CŜŘ ǿƻǳƭŘ ǊŜǘŀƛƴ ǘƘŜ ǊƛƎƘǘ ǘƻ ŀǇǇƭȅ ƛǘǎ ŜƴƘŀƴŎŜŘ ǎǳǇŜǊǾƛǎƛƻƴ ǘƻ ōŀƴƪǎ ōŜǘǿŜŜƴ Ϸрлōƴ 

and $500bn in assets 

 

Answer: Three (3) 

 

12 May 2015 

 

Question: When was the FDIC created? 

 

Beijing ponders real-economy conundrum ς Pg. 4 

- /ƘƛƴŀΩǎ ǘƘƛǊŘ ƛƴǘŜǊŜǎǘ ǊŀǘŜ Ŏǳǘ ƛƴ ǎƛȄ ƳƻƴǘƘǎ ǎƛƎƴŀƭŜŘ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ 

pushing back against deflation and its impact on real borrowing costs 

- But what is less clear to analysts is the extent to which lower rates ς and a host of other 

easing measures ς can solve the conundrum that has bedeviled many a central bank: how ot 

ensure looser monetary policy translates into a greater flow of funds into the real economy 

 

Five banks set to pay more than $6bn to settle forex manipulation claims ς Pg. 13 

- ¢ƘŜ ƘƛƎƘŜǎǘ ŦƛƴŜǎ ǿƛƭƭ ōŜ ōƻǊƴŜ ōȅ ǘƘŜ ¦YΩǎ .ŀǊŎƭŀȅǎΣ ǿƘƛŎƘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ Ǉŀȅ ŀōƻǳǘ нōƴ 

(sterling) 

- {ǳōǎƛŘƛŀǊƛŜǎ ŦƻǊ ǘƘŜ ōŀƴƪǎ ŀǊŜ ƭƛƪŜƭȅ ǘƻ ǇƭŜŀŘ Ǝǳƛƭǘȅ ǘƻ ¦{ ŎǊƛƳƛƴŀƭ ŎƘŀǊƎŜǎΣ Χ 

- ΧέƛƳǇƭƛŎŀǘƛƻƴǎέ ŦƻǊ нлмн ŘŜŀƭǎ ǎǘǊǳŎƪ ōȅ ¦.S and Barclays that allowed them to avoid 

prosecution for manipulating the Libor benchmark interest rate 

 

Sterling climbs on rising inflation risk ς Pg. 20 

- ¢ƘŜ ǇƻǳƴŘ ŎƭƛƳōŜŘ ŀōƻǾŜ ϷмΦрс ŀŦǘŜǊ ǘƘŜ .ƻ9Ωǎ aƻƴŜǘŀǊȅ tƻƭƛŎȅ /ƻƳƳƛǘǘŜŜ ƳŜŜǘƛƴƎ ŀǎ 

traders anticipated stronger warnings about investor complacency over inflation 

- The BoE, as expected, kept official borrowing rates at 0.5% at its monthly meeting, held over 

forum the general election, and attention shifted to its quarterly inflation report due 

tomorrow after the release of data on industrial output and the labour market 

- Market expectations for inflation over the next decade climbed to their highest level since 

5ŜŎŜƳōŜǊ ȅŜǎǘŜǊŘŀȅΣ ŀƴŘ ŀǘ нΦтр҈ ƘŀǾŜ ǊƛǎŜƴ ŦǊƻƳ WŀƴǳŀǊȅΩǎ ƭƻǿ ƻŦ нΦну҈ 

 

Eurozone exchange traded funds top $500bn ς Pg. 20 

- ¢ƘŜ ǘƻǘŀƭ ŀǎǎŜǘǎ ƻŦ 9ǳǊƻǇŜŀƴ 9¢Cǎ ǊƻǎŜ ǘƻ Ϸрммōƴ ŀǘ ǘƘŜ ŜƴŘ ƻŦ !ǇǊƛƭΧ 

- LƴǾŜǎǘƻǊΩǎ ƭƻǎǎ ƻŦ ŎƻƴŦƛŘŜƴŎŜ ƛƴ ǘƘŜ ǇƻǿŜǊŦǳƭ ǎǳǇǇƻǊǘ ƳŜŎƘŀƴƛǎƳ ƻŦ ŎŜƴǘǊŀƭ ōŀƴƪ ōƻƴŘ 

purchases, however, has abated, suggesting that many see the weakening in asset prices as 

a buying opportunity  

 

Answer: 1933 

 

11 May 2015 

 



Question: What is the greatest adversity you have ever faced and how did you overcome it? 

 

US companies hoard $1.7tn in cash but tap debt markets to fund M&A ς Pg. 1 

- Apple, Microsoft, Google, Pfizer and Cisco are sitting on $439bn of cash ς accounting for 

ƳƻǊŜ ǘƘŀƴ ŀ ǉǳŀǊǘŜǊ ƻŦ ǘƘŜ ϷмΦтоǘƴ ōŜƛƴƎ ƘŜƭŘ ōȅ ¦{ ƎǊƻǳǇǎΣ Χ 

- Χп҈ ƎǊƻǿǘƘ ƛƴ ǘƘŜ ŎŀǎƘ ƻƴ ŎƻǊǇƻǊŀǘŜ ōŀƭŀƴŎŜ ǎƘŜŜǘǎ ƻŦ ǘƘŜ ŎƻƳǇŀƴƛŜǎ ƛǘ ŎƻǾŜǊǎΣ ŜȄŎƭǳŘƛƴƎ 

the financial sector, over the past year 

- aƻƻŘȅΩǎ ŜǎǘƛƳŀǘŜŘ ǘƘŀǘ сп҈ ƻŦ ǘƘŜ ŎŀǎƘΣ ƻǊ ǊƻǳƎƘƭȅ ϷмΦмǘƴΣ ǿŀǎ ƘŜƭŘ ƻǾŜǊǎŜŀǎΣ ǳǇ ŦǊƻƳ 

$950bn, or 57% a year ago 

- Cheap borrowing costs have kept companies from dipping into foreign cash, as executives 

seek to avoid a tax bill on profits earned abroad 

 

Transparency bill risks hobbling Fed ς Pg. 2 

- ¢ƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ ŀōƛƭƛǘȅ ǘƻ ƎƛǾŜ ŜƳŜǊƎŜƴŎȅ ƭƻŀƴǎ ǘƻ ŘƛǎǘǊŜǎǎŜŘ ƛƴǎǘƛǘǳǘƛƻƴǎ ŘǳǊƛƴƎ ŀ 

crisis would be restricted under legislation being prepared by lawmakers who want to stop 

άōŀŎƪŘƻƻǊ ōŀƛƭƻǳǘǎέ 

- The proposed new law ς a striking challenge to the Fed from a bipartisan pair of senators ς 

ǿƛƭƭ ǊŜƛƎƴƛǘŜ ŘŜōŀǘŜ ƻǾŜǊ ǿƘŜǘƘŜǊ ǘƘŜ ¦{ ǎǳŎŎŜŜŘŜŘ ƛƴ ŜƴŘƛƴƎ ōŀƴƪǎ άǘƻƻ ōƛƎ ǘƻ Ŧŀƛƭέ ǎǘŀǘǳǎ 

with its response to the financial crisis 

- The Fed contained panic during the crisis by offering emergency loans to institutions facing 

liquidity crunches.  But after the meltdown, Congress introduced the Dodd-Frank Act that 

outlawed the bailout of individual insolvent companies while preserving Fed powers to 

provide liquidity to sectors 

- It also regulators powers to manage the orderly winding down of big financial institutions 

that are insolvent and threaten financial stability 

- ¢ƘŜ ƴŜǿ ōƛƭƭ ƛǎ ǊƻƻǘŜŘ ƛƴ ŎƻƴŎŜǊƴ ŀƳƻƴƎ ǎƻƳŜ ƭŀǿƳŀƪŜǊǎ ǘƘŀǘ ǘƘŜ CŜŘ ƛǎ ŘŜŦȅƛƴƎ ǘƘŜ ƭŀǿΩǎ 

intent.  They say its proposed implementation plan would neither curb its lending powers 

nor eliminate the moral hazard created by the promise of government aid 

- The Fed is anxious to avoid further restrictions on its emergency lending powers, which 

derive from section 13 (3) of the Federal Reserve Act 

- ¢ƘŜ ŘǊŀŦǘ ōƛƭƭ ƛƴŎƭǳŘŜǎ ǘƘǊŜŜ ƪŜȅ ǇǊƻǾƛǎƛƻƴǎΣ Χ 

- hƴŜ ōǊƻŀŘŜƴǎ ǘƘŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ άƛƴǎƻƭǾŜƴŎȅέ ǳǎŜŘ ǘƻ ŜȄŎƭǳŘŜ ŎŜǊǘŀƛƴ ƛƴǎǘƛǘǳǘƛƻƴǎΣ ǎƻ ǘƘŀǘ 

funds only go to those that are still fundamentally healthy 

- A second strengthens the requireƳŜƴǘ ǘƘŀǘ ŀƴȅ ƭŜƴŘƛƴƎ ŦŀŎƛƭƛǘȅ ƛǎ ƻǇŜƴ ǘƻ ŀ άōǊƻŀŘέ ǎǿŀǘƘ ƻŦ 

the market 

- ! ǘƘƛǊŘ ǊŜǉǳƛǊŜǎ ǘƘŀǘ CŜŘ ŜƳŜǊƎŜƴŎȅ ƭƻŀƴǎ ŀǊŜ ǇǊƻǾƛŘŜŘ ŀǘ ŀ άǇŜƴŀƭǘȅ ǊŀǘŜέ ƻŦ ƛƴǘŜǊŜǎǘ ǎƻ 

financial institutions do not get cheap capital 

- The Fed has stressed that all of its emergency loans, which stood at $1.5tn at their zenith, 

were repaid in full 

 

China cuts interest rates for third time in six months ς Pg. 2 

- Beijing moved to shore up the slowing Chinese economy last night with its third interest rate 

cut in six months 



- ¢ƘŜ tŜƻǇƭŜΩǎ Bank of China, the central bank, said it would cut the benchmark one-year 

lending rate by 0.25% to 5.1%, effective from today 

 

Answer: The answer is personal.  I was told it was a great interview question from someone I respected.  

Be prepared to answer in an interview. 

 

9 May 2015 

 

Question: one Euro equals how many U.S. dollars? 

 

Rebound in US payrolls leaves Fed on track for September rate increase ς Pg. 1 

- Hiring by US employers rebounded last month and the unemployment rate fell to its lowest 

rate since May 2008, in a sign of renewed momentum in the US economy following 

unexpectedly poor growth data in the first quarter 

- Payrolls rose by 223,000 last month, following a gain of 85,000 in March that was weaker 

ǘƘŀƴ ǇǊŜǾƛƻǳǎƭȅ ŜǎǘƛƳŀǘŜŘΣΧ 

- The unemployment rate slid further to 5.4%, taking it closer to the rate the Federal Reserve 

associates with full employment, and more people returned to the labour force to find jobs 

(Prof Note: This includes my 70 year old mother!) 

- The US economy has added 3m jobs in the pŀǎǘ мн ƳƻƴǘƘǎΦ  ΧƳƻǊŜ ǇŜƻǇƭŜ ŜƴǘŜǊŜŘ ǘƘŜ 

labour force last month, pushing up the participation rate to 62.8% from 62.7% the previous 

month.  However, that still leaves the rate close to the lowest level recorded in more than 

30 years 

 

Weak patches visible in better US jobs data ς Pg. 2 

- ΧƎǊƻǿǘƘ ƻŦ ŀōƻǳǘ ммлΣллл ƛǎ ƴŜŜŘŜŘ ǘƻ ƘƻƭŘ ƛǘ ǎǘŜŀŘȅΧ 

- If the recovery continues, the economy could hit full employment in the second half of the 

year, teeing up higher rates 

- Even now the jobless rate is just one percentage point above the trough of 4.4% it reached 

in early 2007 

- ²ŀƎŜ ƎǊƻǿǘƘ ƛǎ ǎǘƛƭƭ ǊŜƳŀǊƪŀōƭȅ ǘŜǇƛŘΣ ΧŀǾŜǊŀƎŜ ƘƻǳǊƭȅ ŜŀǊƴƛƴƎǎ ǊƻǎŜ лΦм҈ ƻƴ ǘƘŜ ƳƻƴǘƘΣ 

leaving the annual rate of wage growth at just 2.2% 

 

Investor tide turns for European funds ς Pg. 13 

- Rising oil prices and a strengthening euro have prompted investors to pull money out of 

Eurozone bond and equity funds for the first time since the start of the year 

- Europe equity and bond funds were on track to post their first weekly outflows since early 

January and ƭŀǘŜ 5ŜŎŜƳōŜǊΣ ǊŜǎǇŜŎǘƛǾŜƭȅΧ 

- The shift in fund flows reflects increasing anxiety among investors after a sharp run in the 

value of Eurozone share and bond prices in recent months 

- A shift among investor appetite for riskier US debt was highlighted by a large outflow from 

the iShares exchange traded fund that tracks US high-yield corporate bonds 

 

Answer: $1.12 



 

8 May 2015 

 

Question: What is credit enhancement? 

 

Investors caught off guard by worst Eurozone bond turmoil since crisis ς Pg. 1 

- European bonds gyrated yesterday in the worst bout of volatility since the Eurozone debt 

crisis, as markets were thrown into confusion over the impact of quantitative easing on 

9ǳǊƻǇŜΩǎ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎ ŀƴŘ ŜŎƻƴƻƳƛŜǎ 

- Lƴ ǘƘŜ ǎǇŀŎŜ ƻŦ ŀ ŦŜǿ ƘƻǳǊǎ ǘƘŜ ȅƛŜƭŘ ƻƴ DŜǊƳŀƴȅΩǎ мл-ȅŜŀǊ .ǳƴŘ ƧǳƳǇŜŘ нмōǇǎ ǘƻ лΦул҈Σ Χ 

- With sovereign bond yields, which move inversely to prices, rarely shifting by more than a 

few hundredths of a percentage point in a day, the volatility caught investors off guard 

- German government debt is regarded as a benchmark for European assets and the sharp 

price movements yesterday ricocheted around markets 

 

Fears rise over Ukraine debt ς Pg. 3 

- Investors in Ukraine say the country is unlikely to meet its June deadline to restructure 

$23bn of debt, putting the war-torn, recession-battered country at risk of default 

 

Signs of recovery as EU employment rises for first time since financial crisis ς Pg. 6 

- The proportion of 20 to 64 year olds in work crept up from 68.4 to 69.2% between 2013 and 

2014, though it remained below its pre-crisis peak of just over 70% 

- 9ǳǊƻǇŜΩǎ ǎǘǊƻƴƎŜǊ ŜŎƻƴƻƳƛŜǎ ŀƭǎƻ ǎŀǿ ƛƳǇǊƻǾŜƳŜƴǘǎΥ ŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜǎ ƛƴ ǘƘŜ ¦YΣ 

Germany and Sweden rose to 76.2, 77.7 and 80%, respectively 

- ¢ƘŜ 9¦Ωǎ ǘŀǊƎŜǘ ǘƻ ǊŜŀŎƘ ŀƴ ŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ƻŦ тр҈ ōȅ нлнл ŀƭǎƻ ǎŜŜƳǎ άŀ ōƛǘ out of the 

ǉǳŜǎǘƛƻƴΧŀƴȅ ǘƛƳŜ ǎƻƻƴέΧ 

- ¢ƘŜ ƭŜƎŀŎȅ ƻŦ ǘƘŜ ŎǊƛǎƛǎΣ ŎƻǳǇƭŜŘ ǿƛǘƘ ŀƴ ŀƎŜƛƴƎ ǇƻǇǳƭŀǘƛƻƴ ŀƴŘ ƎƻǾŜǊƴƳŜƴǘǎΩ ǳƴǿƛƭƭƛƴƎƴŜǎǎ 

to introduce politically unpopular structural reforms, have fuelled fears that growth in the 

region will suffer for years to come 

 

Emerging market capital outflows hit $600bn as strong dollar takes its toll ς Pg. 13 

- Emerging markets have suffered bigger net capital outflows over the latest three quarters to 

the end of March, higher than the $545.2bn in outflows seen during the crisis-riden three 

ǉǳŀǊǘŜǊǎ ǘƻ ǘƘŜ ŜƴŘ ƻŦ aŀǊŎƘ нллфΣ Χ 

- Many of the funds that have flowed out were portfolio investments driven by three 

consecutive quarers of emerging market currency depreciation against the dollar 

- This has been the case particularly in ŎƻǳƴǘǊƛŜǎ ǎǳŎƘ ŀǎ /Ƙƛƴŀ ǿƘŜǊŜ ŀ ŘƻƭƭŀǊ άŎŀǊǊȅ ǘǊŀŘŜέ 

gained popularity in the wake of the financial crisis 

- ¢ƘŜǎŜ άŎŀǊǊƛŜǎέ ς which relied on borrowing in dollars at low interest rates to invest in high-

yielding local currency products ς have been progressively unwound as the dollar 

strengthened and the US Federal Reserve adopted a less accommodative tone to its 

monetary policy 

 

Puerto Rico is running out of dancefloor ς Pg. 20 



- ! ƭŀǊƎŜ ŎƘǳƴƪ ƻŦ tǳŜǊǘƻ wƛŎƻΩǎ Ϸтоōƴ ŘŜōǘ ǇƛƭŜ ǎƛǘǎ ǿƛǘƘ ŀƴ ŀǊǊŀȅ ƻŦ ǇǳōƭƛŎƭȅ ƻǿƴed 

companies such as Prepa, an electricity provider.  But these entities are not guaranteed by 

the government and Prepa is in talks to restructure its $8.6bn of debts 

 

Answer: Process of protecting payment stream to investors which can result from external guarantee or 

internal structuring. 

 

7 May 2015 

 

Question: How many basis points in a single percentage? 

 

Oil price jump quickens sell-off in international debt markets ς Pg. 1 

- Oil jumped to its highest level this year, nearing $70 a barrel and accelerating a sell-off in 

global debt markets 

- Brent, the global benchmark, is now up more than 50% since bottoming near $45 a barrel in 

January, boosted by stronger demand, near-record hedge fund buying and a slide in the US 

dollar 

- The US bond market suffered collateral damage, with the 10year US Treasury yield up 4bps 

to a two-month high of 2.22% 

 

Rising bond yields spark rush for exits ς Pg. 20 

- Sharply rising long-dated government bond yields are weighing on credit markets, testing 

the resolve of those who piled into riskier debt this year as the ECB flooded the financial 

system with money 

- The rush for exits comes as Eurozone and US government bond yields rose further 

yesterday.   

- Such a rapid rise in yields has surprised investors and reduced broad fixed income portfolio 

gains, particularly for bonds that have a lengthy maturity 

- In general corporate credit has not fallen as heavily as government debt, which suggests a 

degree of resilience in the market 

- Much of the weakness in the credit market is concentrated among holdings of long-dated 

bonds, a sector that enjoyed a solid start to the year as investors were encouraged by the 

9/.Ωǎ ƭŀǳƴŎƘ ƻŦ ǉǳŀƴǘƛǘŀǘƛǾŜ ŜŀǎƛƴƎΣ ǎǳǇǇǊŜǎǎƛƴƎ ōƻǊǊƻǿƛƴƎ Ŏƻǎǘǎ 

 

Answer: 100 

 

6 May 2015 

 

Question: What is the current size of assets held by ETFs? 

 

Trade figures raise fears of contraction in US economy ς Pg. 1 

- The US in March recorded its biggest monthly trade deficit since the 2008 financial crisis, 

fuelling concerns that the economy shrank in the first three months of the year 



- On the one hand the increase in imports was a clear sign of strength in the consumption-

driven US economy with imports of consumer goods rising strongly 

- hƴ ǘƘŜ ƻǘƘŜǊ ƘŀƴŘΣ ȅŜǎǘŜǊŘŀȅΩǎ Řŀǘŀ ƳŀƪŜ ƛǘ ƭƛƪŜƭȅ ǘƘŀǘ ŀƭǊŜŀŘȅ ŀƴŀŜƳƛŎ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ 

figures for the first quartŜǊ ǿƛƭƭ ōŜ ǊŜǾƛǎŜŘ ŘƻǿƴǿŀǊŘǎΣ Χ 

- ΧƘƻǿ ƭƻƴƎ ǘƘŜ ǎƭƻǿŘƻǿƴ ƛƴ ǘƘŜ ¦{ ŜŎƻƴƻƳȅ ǿƛƭƭ ŎƻƴǘƛƴǳŜΧ 

 

Payday Top 25 hedge fund earners pocket $12bn (in a mediocre year) ς Pg. 1 

- ΧƘŜŘƎŜ ŦǳƴŘ Ǉŀȅ Ƙŀǎ ŀƭƳƻǎǘ ƘŀƭǾŜŘ ŦǊƻƳ ϷннмΦрōƴ ƛƴ нлмо ǿƘŜƴ ǎǳǊƎƛƴƎ Ŝǉǳƛǘȅ ƳŀǊƪŜǊǎ 

ƘŜƭǇŜŘΧΦ 

- ¢ƘŜ ŀǾŜǊŀƎŜ ŦǳƴŘ ǊŜǘǳǊƴŜŘ ŀōƻǳǘ о҈ ƛƴ нлмпΣ Řƻǿƴ ŦǊƻƳ ф҈ ƛƴ нлмоΣΧ 

- Lƴ ōƻǘƘ ȅŜŀǊǎ ǘƘŜǎŜ ƴǳƳōŜǊǎ ǳƴŘŜǊǇŜǊŦƻǊƳŜŘ ǘƘŜ ¦{ {ϧtрлл ƛƴŘŜȄΣ Χ 

 

Risks to Eurozone have deepened, warn overseers ς Pg. 4 

- {ƻƳŜ ƻŦ 9ǳǊƻǇŜΩǎ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ŦƛƴŀƴŎƛŀƭ ǎǳǇŜǊǾƛǎƻǊǎ ƘŀǾŜ ǿŀǊƴŜŘ ǘƘŀǘ Ǌƛǎƪǎ ǘƻ ǘƘŜ 9¦Ωǎ 

financial system have become more entrenched, despite signs that the Eurozone is 

experiencing its best growth spurt for years 

- ¢ƘŜ 9/.Ωǎ ŦƻǊŜŎŀǎǘǎ ƛƳǇƭȅ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪ Ƴŀȅ ƘŀǾŜ ǘƻ ǎǘŀǊǘ ǘƻ ǊŀƛǎŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ƛƴ нлмтΣ 

although markets expect rates to remain at their current record-low levels for longer than 

that 

- The increased sensitivity of investors to yields in turn created a higher chance of price 

fluctuations, with market players shifting into different asset classes, producing bubbles in 

the process 

 

Exchange traded fund assets top $3tn ς Pg. 20 

- ΧƘƛƎƘƭƛƎƘǘƛƴƎ Ƙƻǿ ƛƴǾŜǎǘƻǊǎ ƛƴŎǊŜŀǎƛƴƎƭȅ ǇǊŜŦŜǊ ǘǊŀŎƪƛƴƎ ōǊƻŀŘ ǘǊŜƴŘǎ 

- The rise of exchange traded funds and other so-called passive investing strategies has 

gathered pace, thanks in part to central banks flooding financial markets with money and 

suppressing volatility 

- The sustained rise in asset values since 2009 has rewarded investors following a broad 

benchmark such as the S&P 500 or bond index, while so-called stock pickers and actively 

managed funds have struggled 

- The popularity of ETFs over mutual funds has also been fuelled by their lower costs, tax 

advantages and the flexibility associated with the fact that they trade on exchanges like 

shares 

- For cost conscious investors, PimcoΩǎ ŀŎǘƛǾŜ ŦǳƴŘ ŎƘŀǊƎŜǎ урōǇǎΣ ǿƘŜǊŜŀǎ ±ŀƴƎǳŀǊŘΩǎ 

passive fund charges just 7bps 

- Central banks launched aggressive monetary easing after the financial crisis, driving volatility 

down and fuelling rallies in bond and share markets.  In turn, investors have favoured 

passive strategies that track broad market trends 

 

Answer: over $3,000bn 

 

5 May 2015 

 



Question: ²Ƙŀǘ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŦǳǘǳǊŜǎ ŜȄŎƘŀƴƎŜΚ 

 

IMF takes hard line on aid as Greek surplus turns to deficit ς Pg. 1 

- Eurozone creditors, which hold the bulk of Greek debt, are adamantly opposed to debt 

relief.  But IMF support is crucial both to its funds and to sustaining European backing for 

the Greek bailout, particularly in Germany 

- Under existing bailout targets, Athens was suppose to run a primary surplus ς government 

receipts net of spending, excluding interest payments on sovereign debt ς of 3% of GDP in 

2015 

- The IMF signed off only after Eurozone ministers agreed to consider, but never 

ƛƳǇƭŜƳŜƴǘŜŘΣ ǿǊƛǘƛƴƎ Řƻǿƴ ǘƘŜƛǊ ōŀƛƭƻǳǘ ƭƻŀƴǎ ǘƻ ǊŜŘǳŎŜ DǊŜŜŎŜΩǎ ŘŜōǘ ǘƻ άǎǳōǎǘŀƴǘƛŀƭƭȅ 

ƭƻǿŜǊέ ǘƘŀƴ ммл҈ ƻŦ D5t ōȅ нлннΦ  Lǘ ŎǳǊǊŜƴǘƭȅ ǎǘŀƴŘǎ ŀǘ мтс҈ 

 

China widens liberalization of bond market ς Pg. 4 

- China has approved HSBC, Morgan Stanley and 30 other foreign institutions to invest in its 

$5.9tn domestic bond market, a big step towards opening its capital markets to foreign 

investment 

- China has expanded foreign access to its stock market in recent years, but liberalization of 

the domestic bond market ς ǘƘŜ ǿƻǊƭŘΩǎ ǘƘƛǊŘ-largest, behind the US and Japan ς has 

proceeded more slowly 

- ¢ƘŜ ŀǇǇǊƻǾŀƭǎ ŀƭǎƻ ŎƻƳŜ ŀǎ /ƘƛƴŀΩǎ ǎƭƻǿƛƴƎ ŜŎƻƴƻƳȅ ŀƴŘ ŦŀƭƭƛƴƎ ŘƻƳŜǎǘƛŎ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ 

spur capital outflows 

 

Exchanges urged to do more to oust tricksters ς Pg. 18 

- The arrest of UK trader Navinder Singh Sarao for four years of alleged market manipulation 

of equity futures has shone a spotlight on the dubious trading practices known as spoofing 

and layering, and done little to improve the reputation of markets 

- A broader question for both futures and equity exchanges is whether dubious trading is 

isolated or far more prevalent, requiring a stronger response from these self-regulated 

entities 

- !ǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŦǳǘǳǊŜǎ ŜȄŎƘŀƴƎŜΣ ǘƘŜ /a9 ƻǾŜǊǎŜŜǎ ǘǊŀŘƛƴƎ ŀŎǊƻǎǎ ŀ ǊŀƴƎŜ ƻŦ 

contracts that provide hedge fund banks, asset managers and others with an opportunity to 

buy and sell exposure to oil, agricultural products, interest rates and equity markets such as 

the S&P 500 

 

Answer: CME Group, www.cmegroup.com  

 

4 May 2015 

 

Question: What is credit enhancement? 

 

Baltimore mayor lifts night curfew ς Pg. 2 

http://www.cmegroup.com/


- The city of Baltimore lifted an overnight curfew introduced in response to a wave of riots 

last week as calls grew for the US to do more to address the urban deprivation many blame 

for fuelling the unrest 

- (Prof Note: Yes, the Financial Institutions Quiz will occur tonight!) 

 

Scrapping of reduced VAT rates provokes poverty debate ς Pg. 2 

- ²ƘŜƴ LŎŜƭŀƴŘ ǇƛƭŜŘ ƘŜŀǾƛŜǊ ǘŀȄŜǎ ƻƴ ǘƻ ŦƻƻŘ ǘƘƛǎ ȅŜŀǊΣ ǘƘŜ LaC ŀǇǇƭŀǳŘŜŘ άǘƘƛǎ ƛƳǇƻǊǘŀƴǘ 

ǊŜŦƻǊƳέ ŀƴŘ ǳǊƎŜŘ ƛǘ ǘƻ Ǝƻ ŦǳǊǘƘŜǊ 

- But the Icelandic Confederation of Labour said the value added tax rise drove up prices and 

hurt the low paid 

- Policy experts see scrapping reduced VAT rates as a particularly efficient way of raising cash 

ς some of which can be used to compensate households with other tax cuts 

- The argument in favour of scrapping reduced rates is that it removes distortions and 

complexities.  It cements the appeal of VAT as a relatively growth-friendly tax that does not 

discourage saving and investment 

- But increasing VAT is controversial whether it is done by raising rates or tackling reduced 

ǊŀǘŜǎΦ  Lǘ Ŏŀƴ Ƙƛǘ ŎƻƴǎǳƳǇǘƛƻƴ ƘŀǊŘΦ  ! ȅŜŀǊ ŀƎƻΣ WŀǇŀƴΩǎ ±!¢ ǊŀǘŜ ǊƛǎŜ ς from 5% to 8% - 

pushed its economy back into recession 

- ..removing reduced tax rates or exemptions is often seen as unfair because it will result in 

poorer households paying a larger proportion of their income in tax than richer households.  

!ƴ ŀǘǘŜƳǇǘ ǘƻ ŀǇǇƭȅ ±!¢ ǘƻ ŎƘƛƭŘǊŜƴΩǎ ǎƘƻŜǎ ŎŀǳǎŜŘ ǘƘŜ ŎƻƭƭŀǇǎŜ ƻŦ ǘƘŜ LǊƛǎƘ ƎƻǾŜǊƴƳŜƴǘ ƛƴ 

1982 

- In principle, poorer households can be compensated in other ways.  The OECD argued that 

although reduced VAT rates on food and energy increased the progressive nature of the 

ǎȅǎǘŜƳΣ ǘƘŜȅ ǿŜǊŜ άŀ ǾŜǊȅ ǇƻƻǊ ǘƻƻƭέ ŦƻǊ ǘŀǊƎŜǘƛƴƎ ǎǳǇǇƻǊǘ ǘƻ ǇƻƻǊ ƘƻǳǎŜƘƻƭŘǎ 

 

Buffett forced to defend 3G Capital ς Pg. 14 

- .ŜǊƪǎƘƛǊŜ IŀǘƘŀǿŀȅ ǎƘŀǊŜƘƻƭŘŜǊǎ ŀǊŜ ŜȄǇǊŜǎǎƛƴƎ ǳƴŜŀǎŜ ŀǘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŘŜŜǇŜƴƛƴƎ 

ǊŜƭŀǘƛƻƴǎƘƛǇ ǿƛǘƘ ǇǊƛǾŀǘŜ Ŝǉǳƛǘȅ ƎǊƻǳǇ оD /ŀǇƛǘŀƭΣΧ 

- ²ŀǊǊŜƴ .ǳŦŦŜǘǘ ǿŀǎ ŦƻǊŎŜŘ ǘƻ ŘŜŦŜƴŘ оDΩǎ ǊŜŎƻǊŘ ƻŦ ŀƎƎǊŜǎǎƛǾŜ Ŏƻǎǘ-ŎǳǘǘƛƴƎ ŀǘ Ƙƛǎ ŎƻƳǇŀƴȅΩǎ 

annual shareholder meeting at the weekend, triggering debate about whether the 

association with the Brazilian private equity group is undermining the Berkshire chief 

ŜȄŜŎǳǘƛǾŜΩǎ ŎƘŜǊƛǎƘŜŘ ǊŜǇǳǘŀǘƛƻƴ ŀǎ ŀ ōŜƴƛƎƴ ŀŎǉǳƛǊŜǊ ƻŦ ōǳǎƛƴŜǎǎŜǎ 

 

Answer: Process of protecting payment stream to investors which can result from external guarantee or 

internal structuring. 

 

2 May 2015 

 

Question: What are the critical concepts to consider when securitizing? 

 

Tesla spurs stored power revolution ς Pg. 1 

- ¢Ŝǎƭŀ aƻǘƻǊǎΣ ΧƘŀǎ ǘŀƪŜƴ ŀ ōƛƎ ōŜǘ ƻƴ ŘƻƳŜǎǘic power storage, highlighting the growing 

momentum behind a potentially far-reaching transformation of global electricity supplies 



- ΧΦŀƴƴƻǳƴŎŜŘ ƴŜǿ ōŀǘǘŜǊƛŜǎ  ŦƻǊ ŘƻƳŜǎǘƛŎ ŀƴŘ ōǳǎƛƴŜǎǎ ǳǎŜ ǘƘŀǘ ǿƛƭƭ ŀƭƭƻǿ ŎǳǎǘƻƳŜǊǎ ǘƻ 

store power they generate themselves and to keep the lights on if the grid fails 

 

¦{ ŘŜŎǊƛŜǎ .ǊƛǘŀƛƴΩǎ ǿŀƴƛƴƎ Ǝƭƻōŀƭ ƛƴŦƭǳŜƴŎŜ ς Pg. 3 

- hƴŎŜ ǘƘŜ ¦{Ωǎ Ƴƻǎǘ ǊŜƭƛŀōƭŜ ŀƭƭȅΣ ǘƘŜ ¦Y ƛǎ ƴƻǿ ǎŜŜƴ ŀǎ ŀ Řƛǎǘŀƴǘ ǇƭŀȅŜǊ ƛƴ ǘƘŜ ŎǊƛǎƛǎ ƻǾŜǊ 

Ukraine and the euro, has introduced swingeing cuts to its military and recently rebuffed 

Washington by joining a China-led bank 

- ΧǘƘŜ ƴŜȄǘ ƎƻǾŜǊƴƳŜƴǘ ƛƴ [ƻƴŘƻƴ ŎƻǳƭŘ ōŜ ŜǾŜƴ ƳƻǊŜ ƛƴǎǳƭŀǊ ŀǎ ƛǘ ƎǊŀǇǇƭŜǎ ǿƛǘƘ .ǊƛǘŀƛƴΩǎ 

membership of the EU and support for Scottish independence 

- ΧŀƴȄƛŜǘȅ ŀōƻǳǘ .ǊƛǘƛǎƘ ǊŜƭŜǾŀƴŎŜ is also based on the reductions in its military, which has 

seen the army cut from 102,000 to 82,000 and has left the navy without a functioning 

aircraft carrier 

 

Hangover threat for Eurozone QE party ς Pg. 11 

- ¢ƘŜ 9/.Ωǎ WŀƴǳŀǊȅ ŀƴƴƻǳƴŎŜƳŜƴǘ ƻŦ ŀ слōƴ-a-month asset purchase programme sent share 

prices soaring and the euro tumbling.  Government bond prices leapt on heavy ECB buying.  

Many bond yields, which move inversely with prices, fell into unexplored negative territory 

- The easiest explanation to dismiss is that markets reacted because QE had served its 

purpose in pumping-up economic growth 

- .ǳǘ ǘƘŜ ŜǳǊƻΩǎ ǊƛǎŜ ς ǿƘƛŎƘ ǿƛƭƭ Ƙƛǘ ŜȄǇƻǊǘŜǊǎΩ ǇǊƻǎǇŜŎǘǎ ς was triggered largely by much 

weaker than expected first-quarter US economic growth figures 

- Eurozone share price falls also fitted with a gloomier global economic outlook, especially 

with Chinese growth slowing, and expectations about future Eurozone inflation rates 

modest 

 

Answer: Collateral, Credit Enhancement, Standardization, Liquidity 

 

1 May 2015 

 

Question: What is the size of the U.S. Bond Market? 

 

Saudi Arabia drains reserves to sustain spending ς Pg. 2 

- ¢ƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ŦƻǊŜƛƎƴ ǊŜǎŜǊǾŜǎ ƘŀǾŜ ŘǊƻǇǇŜŘ ϷосōƴΣ ƻǊ р҈Σ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ǘǿƻ ƳƻƴǘƘǎΣ 

Χ 

- 5ŀǘŀ ǎƘƻǿ {ŀǳŘƛΩǎ ŦƻǊŜƛƎƴ ǊŜǎŜǊǾŜǎ ŘǊƻǇǇŜŘ Ϸмсōƴ ǘƻ Ϸтлуōƴ ƛƴ ƳŀǊŎƘ όtǊƻŦ Note: Less than 

bƻǊǿŀȅΩǎ {ƻǾŜǊŜƛƎƴ ²ŜŀƭǘƘ CǳƴŘύ 

- Brent crude, an international benchmark, traded at $66 a barrel yesterday 

- A combination of reserve draw downs and domestic debt are expected to continue funding 

{ŀǳŘƛΩǎ ōǳŘƎŜǘ ŘŜŦƛŎƛǘΣ ǿƘƛŎƘ ōŀƴƪŜǊǎ ŜǎǘƛƳŀǘŜ will reach $100bn this year 

 

Chinese feel at home with buying overseas ς Pg. 3 

- Χ/ƘƛƴŜǎŜ ǊŜŀƭ ŜǎǘŀǘŜΣ ǿƘŜǊŜ ŀ ŎƻƳōƛƴŀǘƛƻƴ ƻŦ ǊŀǇƛŘ ǊƛŎƘŜǎ ŀƴŘ Ŝŀǎȅ ŎǊŜŘƛǘ ŦǳŜƭƭŜŘ ŀ ŘŜŎŀŘŜ-

long boom in local house prices that only ended last year.  From a country of almost zero 

home ownership just 15 years ago, 80% of Chinese households now own their own homes 



- ΧƻǿƴŜǊǎƘƛǇ ƻŦ ǘƘŜ ƭŀƴŘ ǳƴŘŜǊ /ƘƛƴŜǎŜ ƘƻƳŜǎ ƛǎ ǊŜǎǘǊƛŎǘŜŘ ǘƻ ŀ тл-year lease at most, rather 

than in perpetuity as in other markets 

- This has helped spur the rise in Chinese buying in global cities in the US, UK, Canada and 

Australia that promise cleaner air, good education and rule of law alongside bricks and 

mortar 

- In March, average housing prices across the country fell 6.1% year-on-ȅŜŀǊΣ ΧΦ 

 

Labour market shows signs of tightening ς Pg. 4 

- Wage growth, one of the missing pieces of the US recovery puzzle, picked up sharply this 

year in a sign of a tightening labour market 

- Private sector pay rose 2.8% in the first quarter ς compared with 2.2% in the three months 

to the end of December ς the quickest upward pace since 2008 

- ΧŀǇǇƭƛŎŀǘƛƻƴǎ ŦƻǊ ƧƻōƭŜǎǎ ōŜƴŜŦƛǘǎ ŘǊƻǇǇŜŘ ǘƻ ǘƘŜƛǊ ƭƻǿŜǎǘ ƭŜǾŜƭ ƛƴ мр ȅŜŀǊǎ ƭŀǎǘ ǿŜŜƪΣ Χ 

- ΧǿŀƎŜ ŦƛƎǳǊŜǎ ǊŜƳŀƛƴ ǎƘȅ ƻŦ ǘƘŜ о-3.5% wage growth that Fed offiicals have flagged as 

healthy 

- While Boston had wage growth of 3.9% in the year to the end of March; Washington, 

Baltimore, and Northern Virginia had private sector wage growth of just 0.7% 

 

Fed in familiar territory with first-quarter droop ς Pg. 4 

- ΧŘƛǎƳŀƭ D5t ŦƛƎǳǊŜǎ ǎƘƻǿƛƴƎ ƎǊƻǿǘƘ ƻŦ ƻƴƭȅ лΦн҈ 

- First-quarter weakness has become part of a pattern 

- ΧǎǳǊƎŜ ƛƴ ǘƘŜ ŘƻƭƭŀǊ ǘƘŀǘ ǎǘŀǊǘŜŘ ƭŀǎǘ ǎǳƳƳŜǊΦ  5ŜǎǇƛǘŜ ŀ ǊŜŎŜƴǘ ǎǘŀōƛƭƛȊŀǘƛƻƴΣ ǘƘŜ ŜŦŦŜŎǘǎ ŀǊŜ 

not showing through in trade data, with net exports cutting 1.25% off first-quarter growth 

- The currency is also putting a lid on import prices, limiting inflation at a time when the Fed 

wants to see price growth return to its 2% target 

- The second factor is the plunge in oil prices, which is having far-reaching effects on the US 

oil and gas sector 

 

Move out of deflation lifts Eurozone recovery hopes ς Pg. 4 

- Χƴƻ ƛƴŦƭŀǘƛƻƴ ƛƴ ǘƘŜ мф-member region in the year from April 2014, up from minus 0.1% in 

March.  Higher food prices and a rise in the price of imported industrial goods ς the result of 

the cheaper euro ς were behind the higher figure for this month 

- Consumer core inflation, which strips out more volatile prices such as those for food and 

energy goods, remained at a record low of 0.6%, a signal that demand in the 19-member 

region remains weak 

- Inflation hit minus 0.6% in January following the sharp drop in energy prices, rising to minus 

0.3% in February 

- ²ƘƛƭŜ ǘƘŜ Ǌƛǎƪ ƻŦ ŀ ǎŜǾŜǊŜ ōƻǳǘ ƻŦ ŘŜŦƭŀǘƛƻƴ Ƙŀǎ ŦŀƭƭŜƴΣ ƛƴŦƭŀǘƛƻƴ ǊŜƳŀƛƴǎ ǿŜƭƭ ōŜƭƻǿ ǘƘŜ 9/.Ωǎ 

target of below but close to 2% 

- More than 18m workers in the region are without jobs.  The lowest rate was recorded in the 

ŜǳǊƻȊƻƴŜΩǎ ƭŀǊƎŜǎǘ ŀƴŘ Ƴƻǎǘ ǇƻǇǳƭƻǳǎ ŜŎƻƴƻƳȅΣ DŜǊƳŀƴȅΣ ǿƘŜǊŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǿŀǎ пΦт҈Φ  

In Greece, unemployment stood at 25.7% in January 

 

Low-yielding university issue is an Oxford first ς Pg. 20 



- The ultra-low yields gripping global capital markets have made their mark on an ancient seat 

of learning with an Oxford college becoming the first UK university institution to issue a 

bond in 2015 

- ΧƳŀǘǳǊŜǎ ƛƴ рл ȅŜŀǊǎΣ ŎŀǊǊƛŜǎ ŀ ŎƻǳǇƻƴ ƻŦ оΦм҈ 

- University College, which ƛǎ ƻƴŜ ƻŦ hȄŦƻǊŘΩǎ ƻƭŘŜǎǘ ƘŀǾƛƴƎ ōŜŜƴ ŦƻǳƴŘŜŘ ƛƴ ǘƘŜ моth century, 

plans to use the long-term bond for general corporate purposes, including boosting 

investment 

 

Answer: Around $40,000bn 

 

30 April 2015 

 

Question: What is the approximate size of U.S. equity capitalization? 

 

Fed concedes US recovery has lost momentum ς Pg. 1 

- The US recovery has lost momentum and the pace of hiring has moderated, 

ΧŀŎƪƴƻǿƭŜŘƎƛƴƎ ŀ ǿŜŀƪŜƴƛƴƎ ƛƴ ǘƘŜ ŜŎƻƴƻƳȅ ǘƘŀǘ Ƙŀǎ ǇǊƻƳǇǘŜŘ ƳŀǊƪŜǘǎ ǘƻ ǇǳǎƘ ōŀŎƪ 

expectations of interest rate rises 

- ΧƘƻǳǎŜƘƻƭŘ ǎǇŜƴŘƛƴƎ ƘŀŘ ŘŜŎƭƛƴŜŘ ŜǾŜƴ ŀƳƛŘ ǎǘǊƻƴƎ ǊƛǎŜǎ ƛƴ ǊŜŀƭ ƛƴŎƻƳŜǎΣ ŀƴŘ ŜȄǇƻǊǘǎ ƘŀŘ 

fallen 

- ΧΦD5t ǊƛǎƛƴƎ ŀǘ ŀ ǎƭǳƎƎƛǎƘ лΦн҈ ŀƴƴǳŀƭ ǇŀŎŜ ŀƳƛŘ ŀ ǎǳǊƎƛƴƎ ŘƻƭƭŀǊ ŀƴŘ ǿŜŀǘƘŜǊ-related 

disruption 

- A key question is whether the US GDP numbers will repeat the pattern of last year, in which 

a first-quarter 2.1% slide was followed by stellar growth in the second and third quarters 

 

Bernanke takes role at Pimco ς Pg. 14 

- ΧǘŀƪƛƴƎ ŀ ǊƻƭŜ ŀǎ ǎŜƴƛƻǊ ŀŘǾƛǎŜǊ ǘƻ tƛƳŎƻΣ ŀŘŘƛƴƎ ŀ ǎŜŎƻƴŘ ŀǎǎŜǘ ƳŀƴŀƎŜƳŜƴǘ ŦƛǊƳ ǘƻ Ƙƛǎ 

portfolio of post-Federal Reserve paymasters 

- With $1.6tn under management, Pimco is one of the most significant players in the global 

fixed income markets, the fortunes of which are tied to the actions of the US central bank 

- Χ!ƭŀƴ DǊŜŜƴǎǇŀƴΣ ŀƭǎƻ ǎƛƎƴŜŘ ƻƴ ŀǎ ŀ Ŏonsultant to Pimco in 2007 after he left the central 

bank 

 

Norway oil fund records best quarterly return ς Pg. 22 

- bƻǊǿŀȅΩǎϷфмсōƴ ƻƛƭ ŦǳƴŘ Ƙŀǎ ǘǊǳƳǇŜǘŜŘ ƛǘǎ ōŜǎǘ ǉǳŀǊǘŜǊƭȅ ǊŜǘǳǊƴ ǘƻ ŘŀǘŜΣ ōƻƻǎǘŜŘ ōȅ 

monetary stimulus in Europe that has put a rocket under thŜ ǊŜƎƛƻƴΩǎ ǎǘƻŎƪ ƳŀǊƪŜǘǎ 

- Lǘ ǊŜǘǳǊƴŜŘ рΦо҈ όϷрпōƴύΧ 

- The government had deposited just NKr5bn into the fund in the quarter, the lowest since 

1999 

- A plunging oil price has slashed Norways revenue from its offshore fields.  After a weak 

return of European stocks last year, the market rallied in the first quarter, producing a 

ǊŜǘǳǊƴ ƻŦ уΦр҈ ƻƴ ƳƻǊŜ ǘƘŀƴ пл҈ ƻŦ ǘƘŜ ŦǳƴŘΩǎ Ŝǉǳƛǘȅ ƛƴǾŜǎǘƳŜƴǘǎ 

- The return on bond investments had been more muted at 1.6%, and in the longer term the 

ŦǳƴŘ ǿŀǎ ǊŜŘǳŎƛƴƎ ƛǘǎ ŜȄǇƻǎǳǊŜ ǘƻ ǘƘŜ ŜǳǊƻ ŀǊŜŀΣΧ 



- It was looking to increase property investments from 2.3% to more than 5% in the next few 

ȅŜŀǊǎΣ Χ 

 

Bond sell-off suggest shift in QE yield effect ς Pg. 24 

- A sell-off in European government bonds drove borrowing costs sharply higher yesterday, 

raising fears that the impact that Eurozone quantitative easing has had in driving down 

yields could soon be thrown into reverse 

- German 10-year bond yields were on track for their bigƎŜǎǘ ǿŜŜƪƭȅ ǊƛǎŜ ƻŦ нлмрΣΧ 

- Economic data yesterday added to evidence that continental Europe has avoided a 

deflationary slump, showing credit conditions improving and consumer expectations about 

inflation rising 

 

Answer: $20,000bn 

 

29 April 2015 

 

Question: How many Libors are there? 

 

Republicans resist global insurance rules ς Pg. 2 

- Global insurance rules face a revolt in the US as Republicans sprearhead complaints that 

international regulators, who they say lack accountability, are imposing inappropriate 

standards on American companies 

- The financial crisis and the government rescue of US insurer AIG prompted a new regulatory 

ǊŜƎƛƳŜ ŦƻǊ ƛƴǎǳǊŀƴŎŜΣΧ 

- The FSB has no powers to enforce recommendations and instead relies on soft diplomacy 

and of its members to ensure that its proposals are implemented by each country 

 

/ŀǘŀǎǘǊƻǇƘŜ ŘŜŀƭǎ ǘƘǊŜŀǘŜƴ ǊŜƛƴǎǳǊŀƴŎŜ ǎŜŎǘƻǊ ΨŎƻƭƭŀǇǎŜΩ ς Pg. 13 

- The $575bn industry that protects insurers from earthquakes, hurricanes and other 

disasters risks a banking-style meltdown if it ŎƻƴǘƛƴǳŜǎ ƳŀƪƛƴƎ άŘŀƴƎŜǊƻǳǎέ ŎƘŀƴƎŜǎ ǘƻ Ƙƻǿ 

ƛǘ ƛǎ ǎǘǊǳŎǘǳǊŜŘΣ Χ 

- ΧŎƻƳǇŀƴƛŜǎ ŀǊŜ ƴƻǿ ǇŀŎƪŀƎƛƴƎ ǘƻƎŜǘƘŜǊ ŎŀǘŀǎǘǊƻǇƘŜ Ǌƛǎƪǎ ƛƴ ŀ ǎƛƳƛƭŀǊ ǿŀȅ ǘƻ ǘƘŜ ŎŀǊǾƛƴƎ ǳǇ 

of subprime mortgages by big banks before the financial crisis 

- As a result, the victims of a costly catastrophe ς such as an earthquake or storm that 

destroys large areas ς could run into problems having their insurance claims paid 

- Many have been increasingly turning to pension funds and other capital markets investors ς 

by issuing securities such as catastrophe bonds ς as an alternative to traditional reinsurance 

- LƴǎǳǊŜǊǎ ƘŀǾŜ ōŜŜƴ ƛƴŎǊŜŀǎƛƴƎƭȅ ǘǊŀƴǎŦŜǊǊƛƴƎ Ǌƛǎƪǎ ǘƘǊƻǳƎƘ ŎƻƳǇƭŜȄ άōǳƴŘƭŜŘέ ǊŜƛƴǎǳǊŀƴŎŜ 

arrangements 

 

Unease enters the new world of derivatives ς Pg. 22 

- ΧƎǊŜŀǘŜǊ ǘǊŀƴǎǇŀǊŜƴŎȅ ŀƴŘ ŘƛǎŎƭƻǎǳǊŜ ŦǊƻm clearers to help identify credit and operational 

risks 



- Since 2009 regulators have put pressure on the market to push more swap trades into 

clearing houses, which stand between investors and banks, and are tasked with ensuring 

that a deal is completed should one side default 

- The BoE has expressed concern that clearing houses are being asked to take on risk 

management for market liquidity, when they were built for managing counterparty credit 

risk 

- ¢ƘŜ άƳŜƳōŜǊǎέ ƻŦ ŀ ŎƭŜŀǊŜǊ ŎƻƴǘǊƛōǳǘŜ ǘƻ ŀ Ƴǳǘǳŀƭ ŘŜŦŀǳƭǘ Ŧǳnd and are prepared to share 

ƭƻǎǎŜǎΦ  ¢ƘŜ ƘƻǳǎŜ Ƙŀǎ άǎƪƛƴ ƛƴ ǘƘŜ ƎŀƳŜέ ŀƴŘ ŎƻƴǘǊƛōǳǘŜǎ ǘƻ ǘƘŜ ŦǳƴŘΦ  .ǳǘ ǘƘŜ ŀǊǊŀƴƎŜƳŜƴǘ 

is expensive for large users 

 

Answer: 35 (originally 150); 5 currencies and 7 terms 

 

28 April 2015 

 

Question: Who publishes LIBOR? 

 

Opposition strengthens over help for struggling homeowners ς Pg. 2 

- ΧƘŜƭǇ ǘƘŜ ммлΣллл LǊƛǎƘ ƳƻǊǘƎŀƎŜ ƘƻƭŘŜǊǎ ƛƴ ŀǊǊŜŀǊǎ ƻƴ ǘƘŜƛǊ ǊŜǇŀȅƳŜƴǘǎΣ Χ 

- ΧΦмпΦр҈ ƻŦ LǊƛǎƘ ƳƻǊǘƎŀƎŜǎ ς with a value of about 20bn (euro) ς are in arrears, but the 

number fell for six consecutive quarters to the end of last year 

- The most difficult are those in arrears for more than 720 days, some 8% of the total at the 

end of 2014 

 

One in five EU part-time workers underemployed ς Pg. 3 

- Almost three-ǉǳŀǊǘŜǊǎ ƻŦ DǊŜŜŎŜΩǎ ǇŀǊǘ-time workers are ǳƴŘŜǊŜƳǇƭƻȅŜŘΣ Χ 

- Wǳǎǘ ƻǾŜǊ тн҈ ƻŦ DǊŜŜŎŜΩǎ ǇŀǊǘ-time workers said in 2014 that they worked fewer hours than 

ǘƘŜȅ ǿƻǳƭŘ ƘŀǾŜ ƭƛƪŜŘ ǘƻΣ Χ 

- Across the EU more than a fifth of part-time workers, or 9.8m people, were underemployed.  

More than two-thirds of them were woman 

- In the 28-member bloc, 9.8% of workers, or 23.9m people, are without work.  In the 

Eurozone, the headline figure of 11.3% masks vast differences between unemployment 

rates around the region 

 

US inflation gauges hit highest levels this year ς Pg. 18 

- The US 10-ȅŜŀǊ άōǊŜŀƪŜǾŜƴέ ǊŀǘŜ ƳŜŀǎǳǊŜǎ ǘƘŜ ƳŀǊƪŜǘǎ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻŦ ŀǾŜǊŀƎŜ ƛƴŦƭŀǘƛƻƴ 

over that time by comparing the yields of conventional US Treasuries the yields of 

conventional US Treasuries maturing in 10 years and Treasury Inflation Protected Securities, 

or Tips 

- The 10-year breakeven has shot up form a low of 1.53% in mid-January to 1.92% yesterday, 

the highest since November 2014 

- Break-evens are an imperfect gauge of inflation expectations, given that some Tips trade 

irregularly, but concerns over subdued inflaition or even deflation have eased as crude oil 

prices have stabilized and begun climbing lately.  Falling energy prices were the biggest 

factor ragging the US inflation rate down below zero earlier this year 



- ΧǘƘŜ άŎƻǊŜέ ƛƴŦƭŀǘƛƻƴ ǊŀǘŜΣ ǿƘich strips out energy and food prices, unexpectedly ticked back 

ǳǇ ǘƻ мΦу҈ ƛƴ aŀǊŎƘΣ Χ 

- ¢ƘŜ CŜŘΩǎ ƻǿƴ ƳŜŀǎǳǊŜ ƻŦ ƭƻƴƎ-term expectations ς the five-year, five-year forward rate, or 

the average five-ȅŜŀǊ ƛƴŦƭŀǘƛƻƴ ǊŀǘŜ ƛƳǇƭƛŜŘ ōȅ ǎǿŀǇǎ ƛƴ ŦƛǾŜ ȅŜŀǊǎΩ ǘƛƳŜ ς remains modest, at 

1.94% last Wednesday 

 

Answer: Thomson Reuters 

 

27 April 2015 

 

Question: What is the new leading text book in Real Estate pro forma Modelling which was published 

last week and is the base text book for Real Estate Finance at Georgetown University? 

 

Japan poised to cut inflation forecast but extra stimulus move unlikely ς Pg. 2 

- The Bank of Japan will be forced to cut its growth and inflation forecast this week, but 

officials signaling extra economic stimulus is unlikely for now 

- WŀǇŀƴΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ ƛǎ ǎŜǘ ǘƻ ƳƻǾŜ ƛǘǎ ƛƴŦƭŀǘƛƻƴ ŦƻǊŜŎŀǎǘ ŦƻǊ нлмр ŦƛǎŎŀƭ ȅŜŀǊ Řƻǿƴ ǎŜǾŜǊŀƭ 

tenths of a percentage point from the current 1% and shave its growth forecast from the 

current 2.1% .. 

 

Shore tenure of deans signals a leadership gap ς Pg. 10 

- Those trying to explain the short tenure of a modern dean point out that successful leaders 

are courted by rival institutions and that more deans move between universities than 

hitherto 

- Professors want long-term research projects paved with resources while students have 

immediate academic and career needs 

- Χa.! ŀǇǇƭƛŎŀǘƛƻƴǎ ŀǊŜ ŘŜŎǊŜŀǎƛƴƎΧ 

- ΧǿƘŜƴ ǇǊŀŎǘƛǘƛƻƴŜǊǎ ƘŀǾŜ ǘŀƪŜƴ ƻƴ ǘƘŜ ǊƻƭŜ ƻŦ ōǳǎƛƴŜǎǎ ǎŎƘƻƻƭ ŘŜŀƴ ǘƘŜƛǊ ǊŜŎƻǊŘ Ƙŀǎ ōŜŜƴ 

patchy at best 

- Few executives have made good deans and those that do often hold Ph.Ds. 

- !!/{. Řŀǘŀ ǎƘƻǿ ǘƘŜ ŀǾŜǊŀƎŜ ŘŜŀƴΩǎ ǎŀƭŀǊȅ ƛǎ ŎƭƻǎŜ ǘƻ ϷнрлΣлллΣ ǿƘƛƭŜ ǘƘŜ ŘŜŀƴ ŀǘ ŀ ǘƻǇ ¦{ 

business school can earn between $500,000 and $800,000.  But the workload is intense 

(Prof Note: Oh PullŜŜȊȊȊȊȊΧŀƴŘ ǘƘŜ ƭŀōƻǳǊŜǊ ƻƴ ŀ ŎƻƴǎǘǊǳŎǘƛƻƴ ǎƛǘŜ ŘƻŜǎ ƴƻǘ ƘŀǾŜ ŀƴ 

άƛƴǘŜƴǎŜέ ǿƻǊƪƭƻŀŘ ǿƛǘƘ ƴƻ ƎƭƻǊȅΣ !κ/Σ ƻǊ ōŜƴŜŦƛǘǎΗύ 

- ¦ƴƛǾŜǊǎƛǘƛŜǎ ƴŜŜŘ ǘƻ άŎŀƭƳ Řƻǿƴέ ŀƴŘ ƭƻǿŜǊ ǘƘŜƛǊ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻŦ ŘŜŀƴǎΧ(Prof Note: 

Hopkins cut the head off the snake Dean Yash Gupta relatively quickly and have flourished 

since.  Georgetown would do well to take a lesson from Hopkins and send Dean Otter 

packing.  Dean Otter needs to understand her responsibilities are to the students first!  Do 

they not pay her salary?!) 

 

Apple set to become latest dollar victim ς Pg. 15 

- Yƴƻǿƴ ŀǎ άǘƻǇ-ƭƛƴŜ ƎǊƻǿǘƘέΣ ǊŜǾŜƴǳŜǎ ǊŜŦƭŜŎǘ Ƙƻǿ ǉǳƛŎƪƭȅ ŀ ōǳǎƛƴŜǎǎ ƛǎ ƎǊƻǿƛƴƎΦ  Lƴ ǊŜŎŜƴǘ 

ȅŜŀǊǎΣ ƭŀǊƎŜ Ƴǳƭǘƛƴŀǘƛƻƴŀƭ ¦{ /ƻƳǇŀƴƛŜǎΩ ǎŀƭŜǎ ƘŀǾŜ ōŜƴŜŦƛǘŜŘ ŦǊƻƳ ǘƘŜ ŎƻƳōƛƴŀǘƛƻƴ ƻŦ ŀ 

weaker dollar and robust expansion across emerging eocnomies 



- While 71% of S&P500 companies have eclipsed first-quarter earnings expectations, 55% of 

ŎƻǊǇƻǊŀǘŜǎ ƘŀǾŜ ŦŀƛƭŜŘ ǘƻ ōŜŀǘ ǊŜǾŜƴǳŜ ŦƻǊŜŎŀǎǘǎΣ Χ 

 

Answer: Foundations of Real Estate Financial Modelling, Roger Staiger, Routledge Publishing, 2015 

 

http://www.amazon.com/Foundations-Real-Estate-Financial-Modelling/dp/1138025178 

 

25 April 2015 

 

Question: What are the global notional amount of contracts pegged to Libor? 

 

Chinese local governments struggle with refinancing plan ς Pg. 4 

- Several Chinese provincial governments have been forced to postpone bond auctions as 

ōŀƴƪǎ ōŀƭƪ ŀǘ ǘƘŜ ƭƻǿ ȅƛŜƭŘǎ ƻƴ ƻŦŦŜǊΣ Χ 

- /ƘƛƴŀΩǎ ƭƻŎŀƭ ŘŜōǘ Ƙŀǎ ǎǳǊƎŜŘ ǎƛƴŎŜ ǘƘŜ нллу financial crisis as regional governments 

borrowed to finance infrastructure projects in an effort to stimulate the economy 

- Much local borrowings has been channeled through arms-length financing vehicles (LGFVs) 

that local governments established to circumvent a legal ban on direct borrowings 

- /ƘƛƴŀΩǎ ƭŜƎƛǎƭŀǘǳǊŜ ŦƻǊƳŀƭƭȅ ǊŜǎŎƛƴŘŜŘ ǘƘŀǘ ōŀƴ ƭŀǎǘ ȅŜŀǊΣ ƛƴ ŀ ōƛŘ ǘƻ άƻǇŜƴ ǘƘŜ ŦǊƻƴǘ ŘƻƻǊ ŀƴŘ 

ŎƭƻǎŜ ǘƘŜ ōŀŎƪ ŘƻƻǊέ ǘƻ ƭƻŎŀƭ ōƻǊǊƻǿƛƴƎ 

- 5ŜƳŀƴŘ ŦǊƻƳ ŎƻƳƳŜǊŎƛŀƭ ōŀƴƪǎ ƛǎ ŎǊǳŎƛŀƭ ǘƻ ƭƻŎŀƭ ƎƻǾŜǊƴƳŜƴǘǎΩ ŀōƛƭƛǘȅ ǘƻ ǎŜƭƭ ŘŜōǘΣ since 

ōŀƴƪǎ ƻǿƴ со҈ ƻŦ ŀƭƭ ōƻƴŘǎ ǘǊŀŘŜŘ ƛƴ /ƘƛƴŀΩǎ ƛƴǘŜǊōŀƴƪ ƳŀǊƪŜǘΧ 

- {ϧtΩǎ ǊŀǘƛƴƎ ŀƎŜƴŎȅ ƭŀǘŜ ƭŀǎǘ ȅŜŀǊ ŜǎǘƛƳŀǘŜŘ ǘƘŀǘ ƘŀƭŦ ƻŦ ŀƭƭ /ƘƛƴŜǎŜ ǇǊƻǾƛƴŎŜǎ ǿƻǳƭŘ ƳŜǊƛǘ 

junk ratings, through it did not issue ratings for specific provinces 

 

Lowered expectations reward US investors ς Pg. 11 

- US equities, which spent a portion of the first quarter in negative territory, have rebounded, 

ǿƛǘƘ ǘƘŜ {ϧt рлл ǎŜǘǘƛƴƎ ŀ ƴŜǿ ƛƴǘǊŀŘŀȅ ƘƛƎƘ ƻƴ ¢ƘǳǊǎŘŀȅΣ Χ 

- ¢ƘŜ ŘƻƭƭŀǊΩǎ ǊƛǎŜ ƛƴ ǊŜŎŜƴǘ ƳƻƴǘƘǎΣ Ǉƭǳǎ ŦŀƭƭƛƴƎ ŜƴŜǊƎȅ ǇǊƛŎŜǎΣ ƭŜŘ ǘƻ ǘƘŜ largest downgrade of 

earnings estimates since the financial crisis, setting up the first and second quarter for a 

άǇǊƻŦƛǘ ǊŜŎŜǎǎƛƻƴέΥ ǿƘŜƴ ŜŀǊƴƛƴƎǎ ƻƴ ŀ ȅŜŀǊ-over-year comparison declined for two 

consecutive quarters 

- In contrast with US multinationals, a weaker euro has been a boon to European corporates, 

which must translate dollar earnings in the US back into the euro 

- The benefits of a higher US currency for European companies is one factor drawing investors 

from US equities to European bourses, which have outperformed the S&P 500 so far this 

year 

 

Answer: $350.0tn 

 

24 April 2015 

 

Question: How many students left/finished my Real Estate Finance Final Examination early? 

 

http://www.amazon.com/Foundations-Real-Estate-Financial-Modelling/dp/1138025178


Deutsche Bank hit with record $2.5bn fine over Libor rigging ς Pg. 1 

- Deutsche Bank has paid a record $2.5bn  to authorities in the US and UK to settle allegations 

that it manipulated the Libor benchmark rate, a key interbank borrowing rate that 

underpins as much as $350tn of debt worldwide, from student loans to complex financial 

instruments 

- ΧDŜǊƳŀƴȅΩǎ ōƛƎƎŜǎǘ ōŀƴƪ ǿŀǎ ƻǊŘŜǊŜŘ ǘƻ ŘƛǎƳƛǎǎ ǎŜǾŜƴ ŜƳǇƭƻȅŜŜǎΣ ǿƘƛƭŜ ŀ [ƻƴŘƻƴ 

subsidiary, DB Group Services, is pleading guilty to US criminal wire fraud (Prof Note: Who is 

going to jail?  This is yet just another cost of doing business!) 

 

Slowest growth in two years fuels calls for S Korea stimulus ς Pg. 2 

- {ƻǳǘƘ YƻǊŜŀΩǎ ŜŎƻƴƻƳȅ ƎǊŜǿ ŀǘ ƛǘǎ ǎƭƻǿŜǎǘ ǊŀǘŜ ƛƴ ǘǿƻ ȅŜŀǊǎ ƛƴ ǘƘŜ ŦƛǊǎǘ ǉǳŀǊǘŜǊΣ ŦǳǊǘƘŜǊ 

fuelling calls for additional stimulus measures to boost the economy 

- GDP was up a seasonally adjusted 0.8% on the previous three months, following a 0.3% rise 

in the last quarter of 2014 

- The BoK has downgraded its growth forecast for this year to 3.1% from 3.4%, prompted in 

part by slow public spending after tax revenues fell short of government expectations 

- Private consumption was sluggish, rising just 0.6% in the first quarter, while corporate 

capital investment was flat 

 

¦{ ōƭǳŜ ŎƘƛǇǎΩ ƻǾŜǊǎŜŀǎ ǎŀƭŜǎ ŦŜŜƭ ƛƳǇŀŎǘ ƻŦ ǎǘǊƻƴƎ ŘƻƭƭŀǊ ς Pg. 13 

- International sales at US blue-chips ranging from Pepsi to General Motors are being hit by 

the strong dollar and the emerging markets slowdown, despite the companies enjoying an 

economic recovery at home 

- Overseas revenues account for about 30% of sales at S&P500 companies, highlighting the 

impact of the dollar on earnings.  The US currency rose at its sharpest in more than 34 years 

ƛƴ ǘƘŜ ŦƛǊǎǘ ǉǳŀǊǘŜǊ ŀƎŀƛƴǎǘ ŀ ōŀǎƪŜǘ ƻŦ ƭŜŀŘƛƴƎ ŎǳǊǊŜƴŎƛŜǎΣ Χ 

- The IMF is expecting emerging markets growth this year to decrease to 4.3%, as the 

slowdown in China has ripple effects across the global economy 

 

Fed prepares toolkit for higher rates ς Pg. 20 

- For the Federal Reserve, deciding the date of its first interest rate rise is only part of the 

battle.  As the US central bank prepared for the first increase in nearly a decade, a debate is 

still under way over new levers it will use to transmit its decisions into the broad reaches of 

the financial markets 

- .Ŝƴ .ŜǊƴŀƴƪŜΣ ǘƘŜ CŜŘΩǎ ŦƻǊƳŜǊ ŎƘŀƛǊƳŀƴΣ ǘƘƛǎ ƳƻƴǘƘ ƳǳŘŘƛŜŘ ǘƘŜ ǿŀǘŜǊǎ ŦǳǊǘƘŜǊ ōȅ 

ǇǳōƭƛŎƭȅ ǉǳŜǊȅƛƴƎ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ŜƴǘƛǊŜ ŀǇǇǊƻŀŎƘ ǘƻ ŜȄƛǘΣ suggesting it was aiming to 

reduce its $4.5tn balance sheet too far 

- The central bank is planning to use the interest rate it pays on excess reserves parked at the 

central bank supplemented by a so-called overnight reverse repo facility (RRP) to manage its 

key fed funds rate ς as well as keeping other levers in the wings 

- The central bank has been testing this financial plumbing for a year and a half, but how 

ǎǘŀōƭŜ ƛǘ ǿƛƭƭ ƪŜŜǇ ǊŀǘŜǎ ŀǊƻǳƴŘ ǘƘŜ CŜŘΩǎ ƻǾŜǊƴƛƎƘǘ ōŜƴŎƘƳŀǊƪ ƻƴ ƭƛŦǘƻŦŦ ƛǎ ȅŜǘ ǘƻ ōŜ ǎŜŜƴ 

- The Fed also faces the looming runoff of its portfolio of Treasuries, which begins early next 

year.   



 

Answer: Zero (0) 

 

23 April 2015 

 

Question: What does Value-at-Risk (VaR) provide? 

 

ΨCƭŀǎƘ ŎǊŀǎƘΩ ŎƘŀǊƎŜǎ ǎǇŀǊƪ ŎƻƴŎŜǊƴ ƻǾŜǊ ǊŜƎǳƭŀǘƛƻƴ ƻŦ ¦{ ƳŀǊƪŜǘǎ ς Pg. 1 

- A UK ǘǊŀŘŜǊ ŀŎŎǳǎŜŘ ƻŦ ŎƻƴǘǊƛōǳǘƛƴƎ ǘƻ ǘƘŜ нлмл άŦƭŀǎƘ ŎǊŀǎƘέ ƛƴ Ŝǉǳƛǘȅ ƳŀǊƪŜǘǎ ōŜƎŀƴ ŀ 

flight against extradition yesterday as US lawmakers pledged to probe a case which raises 

questions over the fragility of markets and the strength of regulation 

- The US Department of Justice has charged him with one count of wire fraud, 10 of 

commodities fraud,  10 of commodities manipulation and one of spoofing, a form of market 

manipulation that involves placing an order and withdrawing it before it can take place 

 

McDonaldΩǎ ǊŜǾŜƴǳŜǎ Ŧŀƭƭ мм҈ ŀǎ ŘƛƴŜǊǎ ŘŜǎŜǊǘ ς Pg. 12 

- aŎ5ƻƴŀƭŘΩǎ Ƙŀǎ ǘǊƛŜŘ ǘƻ ƻǾŜǊƘŀǳƭ ŀƴ ƛƳŀƎŜ ƳƛǊŜŘ ōȅ ŀ ŎƘƛŎƪŜƴ ƴǳƎƎŜǘ ǎŎŀƴŘŀƭ ƛƴ /ƘƛƴŀΤ 

objects ranging from a human tooth to bits of vinyl, found in food in Japan; and protests 

over wages in the US 

- ¢ƘŜ ǿƻǊƭŘΩǎ biggest fast-food chain said global sales dropped in the three months up to the 

ŜƴŘ ƻŦ aŀǊŎƘΣ ǊŜŦƭŜŎǘƛƴƎ άƴŜƎŀǘƛǾŜ ƎǳŜǎǘ ǘǊŀŦŦƛŎέ 

 

Nikkei passes 20,000 mark after 15-year wait ς Pg. 20 

- WŀǇŀƴΩǎ bƛƪƪŜƛ ннр ŎƭƻǎŜŘ ŀōƻǾŜ нлΣллл Ǉƻƛƴǘǎ ȅŜǎǘŜǊŘŀȅ ŦƻǊ ǘƘŜ ŦƛǊǎǘ ǘime since the days of 

the dotcom bubble, as investors responded to signs of improving corporate governance and 

an uptick in exports 

- !ǎ ŜƭǎŜǿƘŜǊŜ WŀǇŀƴΩǎ Ŝǉǳƛǘȅ Ǌŀƭƭȅ ƘŀŘ ōŜŜƴ ǇƻǿŜǊŜŘ ƭŀǊƎŜƭȅ ōȅ ƭŀǊƎŜ-scale asset purchases, 

ƻǊ άǉǳŀƴǘƛǘŀǘƛǾŜ ŜŀǎƛƴƎέ ōȅ ǘƘŜ Ŏentral bank.  

- The market has been boosted in part by growing signs on board longstanding complaints 

from shareholders about poor returns and a lack of transparency 

 

Answer: The maximum loss in a given time period at a given confidence level. 

 

22 April 2015 

 

Question: What is the current price of gold (per ounce)? 

 

LƴŘƛŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ ǎǘǊǳƎƎƭŜǎ ǘƻ ŜƴǎǳǊŜ ƭŜƴŘŜǊǎ Ǉŀǎǎ ƻƴ ƛƴǘŜǊŜǎǘ ǊŀǘŜ Ŏǳǘǎ ς Pg. 4 

- When India held rates again this month it was less a sign of confidence in the economy or 

the end of inflationary fears and more an acknowledgment that the process of monetary 

transmission ς ǘƘŜ ƻǇŀǉǳŜ άōƭŀŎƪ ōƻȄέ ǘƘǊƻǳƎƘ ǿƘƛŎƘ ǘƘŜ ǿƛǎƘŜǎ ƻŦ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪ ŀǊŜ 

passed to the real economy ς had somehow broken down. 

- Deposits make up 78% of total liabilitieǎ ƻŦ LƴŘƛŀΩǎ ŎƻƳƳŜǊŎƛŀƭ ōŀƴƪǎΣ ΧŎƻƳǇŀǊŜŘ ǿƛǘƘ ŎƭƻǎŜ 

to 50% in the US 



- hƴƭȅ м҈ ƻŦ {.LΩǎ ōƻǊǊƻǿƛƴƎ ŎŀƳŜ ŦǊƻƳ ǘƘŜ ƻǇŜƴ ƳŀǊƪŜǘΣ Χ 

 

Euro swaps benchmark fixed at negative rate ς Pg. 18 

- A key money market rate European banks charge to lend to each other and which serves as 

the reference level for derivatives contracts has fallen into negative territory for the first 

time, as the ECB stimulus effort intensifies the downward trajectory of Eurozone interest 

rates 

- The euro interbank lending rate for three-months, Euribor, broke new ground when it was 

fixed at minus 0.001% yesterday.  That came after London based euro interest rate fixing for 

three months entered negative territory for the first time last week 

- Short-term money market rates such as Euribor are a key reference level used in the vast 

interest rate swaps market and also for interest rate futures contracts 

- 9ǳǊƛōƻǊ ŀƭǎƻ ǳƴŘŜǊǇƛƴǎ ǘƘŜ Ŏƻǎǘ ƻŦ ŎƻƴǎǳƳŜǊǎΩ ƳƻǊǘƎŀƎŜǎ ŀƴŘ ǿƘŀǘ ǘƘŜȅ ŀǊŜ ǇŀƛŘ ƻƴ ǎŀǾƛƴƎǎ 

products 

- Since the ECB launched its $1.1tn bond-buying programme in March, rates have fallen even 

further, and that is now pulling key interbank lending rates into negative territory 

 

Answer: $1,200 

 

21 April 2015 

 

Question: A $425,000 mortgage @ 3.875% for 30 years, CPM, that was originated 1 January 2011, paid 

how much interest in 2014? 

 

!ǎǎŜǘ ƳŀƴŀƎŜǊǎ ǎǇƭƛǘ ƻƴ ǎƘŀǊŜƘƻƭŘŜǊǎΩ ǇƻǿŜǊ ƻǾŜǊ ōƻŀǊŘǎ ς Pg. 14 

- A campaign to win shareholders a greater say over who sits on corporate boards has 

exposed a rift between some of the largest asset managers in the US 

- Fidelity, one of the largest holders of US company shares through its popular mutual funds, 

ƛǎ ƻǇǇƻǎƛƴƎ ǘƘŜ ǇǳǎƘΣ ŜǾŜƴ ǿƘŜƴ ŀ ŎƻƳǇŀƴȅΩǎ ƳŀƴŀƎŜƳŜƴǘ ƛǘǎŜƭŦ ǎǳǇǇƻǊǘǎ ǘƘŜ ƛŘŜŀ 

- .ǳǘ .ƭŀŎƪwƻŎƪΣ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŀǎǎŜǘ ƳŀƴŀƎŜǊΣ Ƙŀǎ ǎŀƛŘ ƛǘ ǿƛƭƭ ǎǳǇǇƻǊǘ Ƴƻǎǘ ƻŦ ǘƘŜ 

proposals, while T Rowe Price and TIAA-CREF are among its most enthusiastic supporters 

- The public pension funds are pushing a plan that would allow a shareholder or group of 

shareholders who have held stock for three years, and who hold 3% of a company between 

them, to nominate board directors 

 

Liquidity key to emerging market ETFs ς Pg. 24 

- Investors worried about financial bubbles at the risk of bursting are pinpointing the 

expansion of hard currency emerging market corporate bonds and the growing popularity of 

exchange traded funds 

- Ten years ago, the asset class hardly existed, but it currently stands at an estimated $2tn, 

bigger than the $1.6tn market in US high yield corporate bonds, familiar to investors for 

decades 



- ²ƘŜƴ ƳŀǊƪŜǘǎ ŘŜǾƛŀǘŜ ŦǊƻƳ άƴƻǊƳŀƭέ ŀƴŘ ǇǊƛŎŜǎ ǎǘŀǊǘ moving sharply up or down, ETF 

ƳŀƴŀƎŜǊǎ ƘŀǾŜ ǘƻ ōǳȅ ƻǊ ǎŜƭƭ ǳƴŘŜǊƭȅƛƴƎ ŀǎǎŜǘǎ ƛƴ ŀ ƘǳǊǊȅΣ ŀƴŘ ŀƴ 9¢CΩǎ ǎǳǇǇƻǎŜŘ ŀōƛƭƛǘȅ ǘƻ 

shelter its investors from volatility in its underlying assets may quickly disappear 

 

Some nations resist new bond framework ς Pg. 26 

- International efforts to bolster the legal underpinnings of sovereign bonds is being resisted 

by some countries, raising the prospect that holdout investors will contest future 

restructurings of debt 

- As Greece and Ukraine inch closer towards possible default, a spotlight has been shone on 

the recent ambitious transformation of government debt issuance undertaken in an attempt 

to prevent so-called vulture funds form delaying restructuring efforts 

 

Answer: ϷмрΣофн όфл ǎŜŎƻƴŘ ǇǊƻōƭŜƳΧƳŀȄύ 

 

20 April 2015 

 

Question: The CAPM is a subset of a larger theory, what theory? 

 

China relaxes bank cash rules to kick-start slowing economy ς Pg. 1 

- China has acted to stimulate its slowing economy, cutting sharply the level of cash 

commercial banks must park with the countryΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ ƛƴ ŀ ǎǘǊƻƴƎ ǎƛƎƴŀƭ ƻŦ ƛƴǘŜƴǘ ǘƻ 

boost flagging growth 

- ¢ƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ /Ƙƛƴŀ ƳƻǾŜŘ ǘƻ ŦǊŜŜ ǳǇ ŎŀǎƘ ǘƻ ƭŜƴŘ ǘƻ ōǳǎƛƴŜǎǎ ōȅ ǊŜŘǳŎƛƴƎ ƛǘǎ ǎƻ-

ŎŀƭƭŜŘ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘ Ǌŀǘƛƻ ōȅ м҈ Ƨǳǎǘ Řŀȅǎ ŀŦǘŜǊ Řŀǘŀ ǊŜǾŜŀƭŜŘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳȅ 

expanded in the first quarter at its slowest pace for six years 

- The PBoC has only once before cut the reserve requirement ratio by as much as that was 

during the depths of the financial crisis in November 2008 

- The required reserve ratio ς known as RRR ς specifies ǘƘŜ ǇƻǊǘƛƻƴ ƻŦ ŀ ŎƻƳƳŜǊŎƛŀƭ ōŀƴƪΩǎ 

ŘŜǇƻǎƛǘǎ ǘƘŀǘ Ƴǳǎǘ ōŜ ƘŜƭŘ ƻƴ ǊŜǎŜǊǾŜ ŀǘ /ƘƛƴŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪΣ ǿƘŜǊŜ ƛǘ ƛǎ ǳƴŀǾŀƛƭŀōƭŜ ŦƻǊ 

loans and other investments 

- New home prices fell in 49 of the 70 cities tracked by the statistics bureau, compared with 

66 cities last month 

- !ǾŜǊŀƎŜ ǇǊƛŎŜǎ ŦŜƭƭ ōȅ сΦм҈ ƛƴ aŀǊŎƘ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ŀ ȅŜŀǊ ŀƎƻΣ Χ 

 

Surging dollar set to wreck earnings of US big names ς Pg. 15 

- A surging dollar is expected to hit some of the largest US multinationals this week, as more 

than a fifth of S&P500 companies report results for a quarter marked by a 9% jump in their 

domestic currency 

- ²ƛǘƘ ǘƘŜ {ϧt ǳǇ ƻƴƭȅ мΦм҈ ǘƘƛǎ ȅŜŀǊΧΦ 

- Earnings reports so far have validated recent concerns over falling energy prices and a rising 

dollar that have led to the largest downgrade of earnings estimates since the financial crisis 

- The euro suffered its biggest quarterly decline against the dollar since it was created in 

1999, and many strategists hastily brought forward their target date for the dollar reaching 

parity with iǘǎ ǘǊŀƴǎŀǘƭŀƴǘƛŎ ǇŀǊǘƴŜǊΣΧ 



 

Answer: Arbitrage Pricing Theory (APT) 

 

18 April 2015 

 

Question: What is the main difference between syndication and securitization? 

 

wǳǎǎƛŀ Řŀǘŀ ōƭǳƴǘ tǳǘƛƴΩǎ ƻǇǘƛƳƛǎƳ ς Pg. 1 

- wǳǎǎƛŀΩǎ ŜŎƻƴƻƳȅ ŎƻƴǘǊŀŎǘŜŘ ŦǳǊǘƘŜǊ ƛƴ ǘƘŜ ŦƛǊǎǘ ǉǳarter, triggering a 5% slide in the rouble, 

Χ 

- The rouble lost more than half its value against the dollar last year against the backdrop of 

ƛƴǘŜƴǎƛŦȅƛƴƎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǎŀƴŎǘƛƻƴǎ ŦƻǊ wǳǎǎƛŀΩǎ ƛƴǘŜǊǾŜƴǘƛƻƴ ƛƴ ¦ƪǊŀƛƴŜΣ ŀƴŘ ǇƭǳƳƳŜǘƛƴƎ ƻƛƭ 

prices.   

 

China share rally raises bubble fears ς Pg. 11 

- /ƘƛƴŀΩǎ ōǳƭƭ Ǌǳƴ ǎƘƻǿŜŘ ƭƛǘǘƭŜ ǎƛƎƴ ƻŦ ŀōŀǘƛƴƎ ǘƘƛǎ ǿŜŜƪΣ ǿƛǘƘ ǎǘƻŎƪǎ ŦƛƴƛǎƘƛƴƎ ŀǘ ŀ ƴŜǿ ǎŜǾŜƴ-

year high yesterday despite a weakening economy and rising fears of an equity market 

bubble 

- This week China reported that its economy had grown 7% in the first three months, the 

lowest quarterly figure since the financial crisis 

- /ƘƛƴŀΩǎ Ǌŀƭƭȅ ǎǇƛƭƭŜŘ ōŜȅƻƴŘ ƛǘǎ ōƻǊŘŜǊǎ ǘƘƛǎ ƳƻƴǘƘΣ ǎŜƴŘƛƴƎ ǘƘŜ IƻƴƎ YƻƴƎ ǎǘƻŎƪ ƳŀǊƪŜǘ ǘƻ 

its highest since 2007 amid record trading volumes 

 

Treasuries lead way into uncharted territory ς Pg. 11 

- Dealers, who support the market and underwrite Treasury debt sales, have become smaller 

and are less willing to stem volatile changes in prices, reflecting tougher regulations and 

higher costs of capital 

- ΧǘƘŜ ¦{ bond market has swollen markedly over the past decade, with Treasury debt 

tripling to $12.5tn 

- In turn sovereign wealth funds and large institutional investors, led by BlackRock and Pimco, 

have become far more powerful in the US fixed income universe 

- ΧWŀǇŀn and China owning $1.2tn of Treasuries each 

- At a time when US government debt almost counts as a high-yield investment compared 

with Eurozone or Japanese bonds, money managers predict that the 10-year yield will stay 

anchored near the 2% market even when the hikes begin 

 

Respite for dollar after US inflation picks up ς Pg. 11 

- Χŀƴƴǳŀƭ core inflation rate up from 1.7% in February to 1.8% 

- The dollar responded by pushing back against the euro, which reached a weekly high 

yesterday of $1.0848 but eased to $1.0771 in light of the inflation and consumer confidence 

data 

 

Answer: Securitization is a horizontal division of ownership, i.e. risk tranches, whereas Syndication is a 

vertical division of ownership, i.e. ownership in proportion to capital contribution. 




