
away from direct gov-
ernment ownership of 
private banks. Gov-
ernmental officials 
assert that this is not 
the case however, and 
that they want to stay 
far away from direct 
involvement in pri-
vate banks. 

 
Amidst recent talks with 
Citi Chairman, Dick Par-
sons, however, govern-
mental influence was 
obvious. Citi released 
five of its fifteen board 
members, and will re-
place them with inde-
pendent directors that 
the government has 
agreed upon.  
 
(continued on Page 5) 

Citigroup once again 
received another gov-
ernment infusion this 
past Friday after its 
shares fell almost 65 
percent. The govern-
ment plans to take in 
over 36% of the com-
pany and remove 
many of the companyôs 
directorôs. This drastic 
move comes in direct 
response to the ex-
tremely unstableness of 
the countryôs largest 
bank. Since the last infu-
sion of $45 billion was 
not enough to restore 
consumer confidence in 
the stock, the govern-
ment is proposing an-
other $25 billion injec-
tion into the company in 
an attempt to keep the 

bank afloat amidst this 
recession. 
 
With this plan, the gov-
ernment will be largely 
in control of Citi, with 
shareholders only con-
trolling 26% of the firm. 
Many critics of this capi-
tal injection argue that 
the government is virtu-
ally nationalizing the 
bank, and that the gov-
ernment should stay 
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Anyone following the energy 

sector knows that the recent 

months have not been kind to 

the alternative energy industry. 

Many solar stocks are down 

more than 90% from their re-

cent highs and continue to take 

a beating on talks of slowing 

demand and diminishing price 

supports. Given that oil is now 

only $40 a barrel, there is rea-

son for people to temporarily 

hold off on solar energy. How-

ever, the question is, how long 

will this cheap oil last? As Iôve 

written in my previous picks, I 

am very bullish on oil prices 

and believe we have already 

seen a great change in prices. 

Today oil closed around $45 a 

barrel. Oil is now starting to 

show much more support 

around the $40 range (where as 

a month ago this support was 

around $35) and this is on top 

of a falling market. I can only 

hypothesize that oil would be at 

least 10% higher given that the 

S&P was above 800. With oil 

prices continuing to climb, 

Obama came out this last week 

and announced his plan to trans-

fer more of our power supply to 

solar energy. His 10-year plan for 

economic growth 

and debt reduc-

tion will also 

cause a great in-

crease in U.S. de-

mand for oil, in-

evitably pushing 

prices higher. 

Given that all of 

this happens, 

there are still 

many solar com-

panies out there 

to pick form. 

Right now, I 

think it is very important to pick 

up an established company with 

high (and positive) projected 

earnings for 09ô-10ô as well as an 

international out-

reach. Recently 

LDK came out 

warning of worse-

than expected 

losses for the 

quarter. On this 

news, their stock 

got hammered 

dropping more 

than 50% in the 

last few weeks. 

This has pushed LDK into the $5 

range, giving them a forward P/E 

of 2.4 and a price/book ratio of 

about .7. Fundamentally, I also 

believe they are well invested 

with a current ratio just above 1. 

What hurts them is that they are 

holding onto $1 billion in debt in 

a time when debt is seen as in-

credibly toxic. However, if you 

look at any of the other Chinese 

solar companies, you will see 

similar ratios when comparing 

debt to cash and revenue. In 

light of this, there has been talk 

of the Chinese government step-

ping in and helping out its solar 

companies, an act that would 

send these stocks shooting up 

overnight. However, even if that 

doesnôt happen, I think LDK is 

well poised to get through this 

temporary demand downturn. 

Never have solar stocks been this 

low in the current market and I 

believe that the current drop is 

way over shot. We are currently 

in a time where people every-

where want to support green en-

ergy. As we begin to see oil 

prices climb and a recovery in 

the overall market from these 

new 11-year lows, solar energy 

will once again become one of 

the hottest sectors in the market. 

This said, the undervalued LDK 

Solar has the revenue and facili-

ties to be one of the largest bene-

factors in the sector. These cur-

rent lows will not stay around for 

long and when the world market 

demand moves, this stock could 

have an enormous potential up-

side. (LDK was at $5.03 at the 

time of writing this article and is 

held in my personal portfolio).  

LDK: A Solar Stock Waiting to Shine  
By Chris Kopczynski  
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òI think it is very 

important to pick 

up an established 

company with high 

(and positive) 

projected 

earnings for 09õ-

10õ as well as an 

international 

outreach.ò 



Over the past few weeks, stock 

markets have gotten beaten 

down considerably from their 

already low levels. With the S&P 

500 touching its lowest level 

since April of 1997, the current 

bear market is certainly one for 

the record books ï and hopefully 

an once-in-a-lifetime 

occurrence. However, 

there is a positive side 

for the long-term inves-

tor since this is one of 

the best buying times for 

anyone looking to get 

into the stock market. 

Historically, bear mar-

kets have been followed 

by periods of above aver-

age returns as share prices seek 

to correct themselves and inves-

tors attempt to buy inexpensive 

stocks. Therefore, almost any 

company with solid finances, 

strong leadership, and a good 

growth forecast is a good stock to 

buy for a long time period. One 

stock Iôd like to focus on is 

MasterCard Inc. 

(NYSE:MA).  

Though the credit 

crisis has made 

loaning money 

more risky, credit 

card companies 

such as MA do not 

actually loan 

money. Instead, 

their role as 

ñmiddle menò mediating transac-

tions and collecting the fees 

means they have very little risk. 

In fact, MA has an extremely low 

debt-to-equity ratio of only 

0.096.  The current economic 

climate also gives MA good 

growth prospects as cash-

strapped consumers use credit 

cards to buy necessities. Also, as 

the United States recovers and 

discretionary spending picks up, 

MA should make even larger 

profits. Trading at only $162.57 

at the time of this article ï only 

half of its 52-week high of 

$320.30 ï this is a very low price 

for a solid company that plays a 

crucial role in the American 

economy. 

Strapped for Cash? Turn to MasterCard 
By Matt Carey 
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March  2:  

Jan. Personal Income Report  

Jan.  Personal Spending Report  

Jan.  Core PCE  

Jan. Construction Spending  

March 3:  

Jan. Pending Home Sales  

Feb. Auto Sales  

March 4:  

Crude Inventories of 2/27  

March  5 :  

Q4 Productivity Revenue   

Q4  Unit Labor Costs  

Jan. Factory Orders  

March 6:   

February Unemployment Rate  

Jan. Consumer Credit   

 

Important dates to watch will be  

February Auto Sales, Crude Invento-

ries, Jan. Factory orders, and possibly 

most importantly  the  February Un-

employment rate.   

 

Check out collegiateinvesitng.com 

for a place to discuss investing ideas 

and financial news with college   

students across the globe.  

Economic Calendar 



Corn Subsidies Make Me Sick (and Fat) 
By Pedro R. Silva 
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the soda we drink in the U.S. 

makes us much fatter than the 

soda they drink in Latin America 

or elsewhere. The same goes for 

any product where ñhigh fructose 

corn syrupò appears in the ingredi-

ents list (try going to the super-

market and looking at different 

products, you will be surprised at 

how many of them do contain the 

substance). If it werenôt for corn 

subsidies, a purer form of sugar 

would be used in our foods, and 

we wouldnôt have such a big prob-

lem with obesity in this country.  

All this spending is basically a re-

sult of three factors: ignorance, 

lobbying, and stupidity.  

These three factors have caused 

proponents of corn subsidies to 

believe that this policy will in-

crease ethanol production and 

therefore reduce oil imports and 

make the world a cleaner place.  

Wrong. Ethanol is indeed a great 

alternative to oil, but only when 

done right. The energy it takes to 

produce a gallon of corn ethanol is 

greater than the amount of energy 

that the gallon can produce. If the 

U.S. wants clean, efficient ethanol 

as an alternative to oil, hereôs an 

idea: remove the tariffs on Brazil-

ian ethanol so we have a cheaper 

way of getting ethanol while we 

transition to better ways of pro-

ducing it.  

In fact, letôs use the Brazilian 

model of producing ethanol; the 

country runs more than half of its 

Few governmental 

policies are idiotic 

enough to make 

this writer lose 

sleep over the fact 

that there is sufficient ignorance 

and lack of logic in our political 

system for such policies to exist. 

But the subsidizing of the corn 

industry is one of these issues, 

and the way in which the govern-

ment is squandering billions of 

dollars on a senseless policy that 

is doing much more harm than 

good is simply outrageous. 

Here is the situation: The U.S. 

Government currently spends 

over $300 billion every five 

years on something called the 

ñFarm Billò, which is basically a 

series of handouts to help out 

several sectors of the agricultural 

industry, and large, rich corn 

farms get a lot of the help (the 

bill was meant to help small 

farmers who are struggling).  

So whatôs so horrible about corn 

subsidies? Well, apart from the 

fact that filthy rich farmers are 

getting free money from our 

hard-earned tax dollars; the sub-

sidies are supporting a product 

that is not market efficient. 

These government handouts to 

farmers have driven down the 

price of corn so much that sugar 

has been essentially replaced as 

the means of sweetening our 

foods. Instead, we use high fruc-

tose corn syrup, a molecule that 

is much harder for our bodies to 

break down. The result is that 

vehicles on pure, 100% ethanol 

fuel, and their way of producing it 

is over seven times more efficient 

than the American way. Thatôs 

because they produce ethanol 

from sugar cane, not corn. Basi-

cally, the sugar cane in Brazil is 

processed several times: the 

prime stuff is used to make high 

quality alcohol for consumption, 

the ok stuff is used to make lots of 

sugar, and the ñjunkò is used to 

make ethanol. With enough in-

vestment and research, the U.S. 

could eventually have a similar 

system where at least part of the 

ethanol we use would come from 

an economically feasible system. 

Donôt get me wrong: I like farm-

ers. They grow the food that I eat, 

and so they are a very important 

part of the economy. But my gov-

ernment is using my tax money to 

give billions of dollars to reward 

large farms for producing a prod-

uct that is bad (both for my 

health and for the economy), and 

this injustice calls for some seri-

ous action. Especially in times 

like these, where our government 

should be saving every dollar it 

can instead of using it to make us 

fat. And who knows, maybe the 

reversal of corn subsidies would 

make Americans healthier, thus 

reducing healthcare costsé itôs 

quite a dream and itôll take a lot 

of work, but what better time to 

revise a horrible policy than in 

the administration that prides 

itself on bringing change to the 

system? 



Obamaôs 401k Plan 
By Morgan Lefferdink 
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something you would find in the 

early 90s in Eastern Europe, or 

something you would find in 

China. I am sure unions and so-

cialist groups alike are jumping 

for joy at the mere thought of a 

plan like this. The government 

would force workers to put 5% of 

their salary into this account, 

which, under the new plan, would 

not entail tax -free interest. Not 

only are workers obliged to put 

their money into the account, but 

they are also being taxed on it. I 

guess this is one of Obamaôs many 

masked hidden secrets to fund the 

new ridiculous stimulus plan. It is 

a way to cheat 

the American 

people out of 

their money, so 

the President 

can progress for-

ward with his 

liberal agenda. 

What does a plan like this mean 

for you? If you are currently a col-

lege student I would be weary now 

The hallmark of a liberal democ-

ratic administration is the 

growth of the Federal Govern-

ment, and that is exactly what is 

going on now. Barack Obama 

has an idea for a new 401k plan 

that will ñbenefitò America. 

Mark Impomeni of AOL.com 

does a good job of summarizing 

the plan: ñDemocrats want to 

seize the money that workers 

currently have in their 401(k) 

plans and replace the popular 

retirement savings accounts 

with a one-size-fits-all govern-

ment sponsored retirement ac-

count. Under the scheme, 

Americans would be forced to 

transfer all of their hard earned 

retirement savings from their 

401(k) to the government.ò 

This big government plan is 

truly a mark of what my history 

professor Douglas Brinkley calls 

ñthe end of the Age of Reagan,ò a 

time of fiscal conservatism and 

less government intervention. 

Obamaôs plan is reminiscent of 

about what you want to do with 

your money. Be thinking about 

and watching policies over the 

next few years, talk with financial 

advisors and parents/guardians 

about what to do. If you are cur-

rently working, I would be grasp-

ing your wallets in pain.  

I believe that taking any action 

like this is uncalled for at this 

time. With consumer confidence 

already at an all time low, citizens 

must now worry about the gov-

ernment, and not just the stock 

market, taking their money. The 

results from the plan could be 

catastrophic, since no one is 

going to keep their money 

in the market. This best 

course of action for Obama 

to take would be to do noth-

ing about retirement. Now 

people have even more to 

worry about for the future. I 

guess we will just have to see 

where this plan takes us.  

Citi also stopped paying its divi-
dend to investors after realizing a 
$27.7 billion dollar loss in the last 
year.  
 
While this bailout will improve the 
chances of Citi surviving this finan-
cial crisis and recession, it is evi-
dent that investors are not happy 
with the results. These investors 
pretty much lose everything they 
had in Citi due to this deal and 

many investors feel extremely 
betrayed by both the bank and 
the government after this deal. 
This can be seen by the large 
drop in Citiôs prices in response 
to the deal, while in most cases 
bailouts and government infu-
sions usually send a stockôs 
prices up. 
 
With mixed emotions about na-
tionalizing private banks and the 

government playing important 
roles in the financial sector, we as 
citizens can only wait and see 
how these decisions will affect us. 
While these choices may have 
guaranteed the survival of one of 
the countryôs largest banks, it 
may have dramatically changed 
the dynamic of the banking in-
dustry in America.   

Continued from Page 1 



Chinese and Indian economies 
succumb to the forces of reces-
sion.  
Last year, hardly a day passed with-
out a newspaper article on the rise 
of the Asian Giants: China and In-
dia, in the cosmopolitan economy. 
There were so many reasons for 
these two countries to spark public 
interest and curiosity. Never before 
had such large economies -- with a 
combined population of 2.3 billion 
grown so fast for so long. 
China and India, which have had a 
history of fluctuating relationships 
among them, share a lot of similari-
ties, e.g. large populations and low-
incomes. However, the ethos of the 
development between these two 
large and geographically contigu-
ous countries is quite different.  
In the first quarter of 2008, the re-
surgence of GDP growth in India 
after a prolonged period of stagna-
tion in its growth rate of around 
3.5%, often referred to as the 
óHindu growth rateô, had raised 
hopes in India that it may soon ap-
proach, if not outstrip, Chinese 
growth.  
 
The Chinese economy showed great 
advances with a high GDP and a 
healthy balance of payments. The 
immensely favorable increase in the 
Chinese economy was credited to, 
not only the exports of the country, 
but also to the strong capital invest-
ment in China and large gains in 
total factor productivity. Cheap 
Chinese products seemed to inun-
date all the markets of the world. 
Pro-Chinese journalists and econo-
mists asserted that contrary to 
popular perceptions, China's rapid 
growth was not export-intensive. 
They said that if this were so, 
Chinaôs growth would have been 
seriously dented by the stuttering 

American economy of last year. 
They credited the Chinese growth 
to Chinaôs dependence on effi-
ciency gains rather than on fragile 
investments. 
 
Gloomy nights after glowing 
days  
 
Despite the confidence of a huge 
sector of the world economy in 
the Chinese and Indian econo-
mies, the two are now showing 
signs of slowing down.   
According to a recent article pub-
lished in The Ep-
och Times 
ñEconomists at 
the Standard 
Chartered Bank 
estimate Chinaôs 
growth rate to be 
around 1 percent. 
Morgan Stanley 
analysts estimate 
it to be at 1.5 percenté According 
to economists at Merrill Lynch, 
the sequential growth rate of the 
fourth quarter of 2008 was zero 
percent.ò 
 
However, The Chinese donôt seem 
to digest this. According to the 
National Bureau of Statistics of 
China, China achieved a 6.8 per-
cent growth in 2008 when com-
pared to its economic state in 
2007. Many suspect that the Chi-
nese are hiding the economic 
slowdown their economy is facing 
and immensely inflating these 
statistics. They indicated that en-
ergy consumption in China has 
substantially been reduced which 
highlights a tremulous Chinese 
economy. 
 
China and India rely heavily on 
foreign direct investment (FDI) 

and positive trade balances 
(exports greater than imports) 
for their growth.  According to 
the Chinese Ministry of Com-
merce China received $748.4 
billion in FDI from 1990 to 
2007. At the same time, China 
has recorded consistent trade 
surpluses. For example, China 
has had trade surpluses of $102 
billion in 2005, $177.47 billion 
in 2006, $262.2 billion in 2007, 
and $295.47 billion in 2008 (as 
reported by the Chinese Ministry 
of Commerce). The World Bank 
projected Chinaôs export 
growth to shrink to 3.5% 
versus the huge 11% in 
2008.  
 
In contrast to China and In-
dia, the United States has 
relied on consumers and the 
government for its growth. 
U.S. consumers constitute 

only about 4.5% of the global 
population, yet they bought 
more than $10 trillion worth of 
goods and services last year. In 
contrast, the Chinese and Indian 
consumers, which combine for 
40% of the global population, 
only bought $3 trillion worth of 
goods. 
So, as per statistics and eco-
nomic models, Chinaôs growth 
relies heavily on the foreign sec-
tor and not so much on its own 
consumers. Therefore, with the 
shrinking international markets, 
China is seeing a sharp drop in 
its actual growth. The consumer 
share fell to an all-time low of 
just 38% of the GDP. Their un-
employment rate has already 
jumped to its 30 year high in the 
wake of a global recession and 
will most likely increase further.  
(continued on page 7) 

A Dent in the Asian Miracle 
By Fahad Punjwani 
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On Monday, the Dow Jones Industrial 

Average (DJI) closed at 7,114.78, its 

lowest close in nearly 12 years. Almost 

simultaneously, the Japanese Nikkei 

closed at a 27 year low of 7,268.56, 

while Japan's larger and more diversi-

fied Topix index also fell by 2.4%. Al-

most one third of the 225 Nikkei stocks 

hit 52 weeks lows. This should not 

come as a surprise to investors, consid-

ering historical data indicates that the 

US and Japanese markets generally 

mirror each other. Accordingly, it is 

likely that the Japanese market will 

experience significant declines if the 

US economy continues to spiral down-

wards. 

The Japanese economies' relationship 

with the US economy is directly re-

sponsible for this anticipated reces-

sionary trend in the Japanese market. 

After the US, Japan is the world's larg-

est economy in terms of nominal GDP, 

and is also the fourth largest exporter 

in the world in terms of aggregate 

value of exported goods. Japan is a ma-

jor exporter of transport equipment, 

motor vehicles, semiconductors, elec-

trical machinery and chemicals. 

As a result of the plummeting US and 

world economies, many Japanese ex-

porters are seeing  much lower profits 

and in some cases  are facing losses 

because they are selling their prod-

ucts in depressed foreign markets. 

The yenôs recent appreciation with 

respect to the dollar has further exac-

erbated Japanese exporters decline 

in sales, as Japanese products have 

become less affordable to US con-

sumers. Japanese exporter Toyota 

even resorted to pleading to its mid-

dle managers to purchase Toyota 

models to boost earnings.  

Poor finan-

cial per-

formance 

has spread 

from Japa-

nese ex-

porters to 

Japan's 

market as a 

whole, par-

ticularly its 

financial 

sector. 

While Japa-

nese banks are not as heavily in-

vested in the types of risky assets 

that have hurt western banks, they 

have substantial investments in other 

Japanese corporations. Companies 

and Financial groups in Japan own 

about 20% of the shares on the To-

kyo Stock exchange. This inter-

corporate investment comes in the 

form of cross-share holdings, where 

companies hold each others shares 

as a friendly business practice. Ac-

cordingly, the losses experienced by 

Japanese exporters have impacted 

most sectors of the Japanese econ-

omy.  

Skepticism regarding Japanese cor-

porate profits will spur bearish be-

havior in Japanese markets, and the 

resulting decline in 

the economy is likely 

to diminish inves-

tor's confidence; ulti-

mately driving the 

market further 

south.  

In conclusion, the 

Japanese market is 

suffering because of 

its export depend-

ency amidst a declin-

ing global economy. 

Japanese markets are likely to spiral 

downwards as long as the global eco-

nomic recession persists. As history 

has demonstrated, a revitalization of 

the Japanese markets is contingent 

upon the recovery of the US and 

other world economies.  

Japan in Jeopardy 
By Andrew Briggs 

Indiaôs stock markets have also 
been hit by the global crisis.   In-
diaôs growing service sector and 
manufacturing sector is being ad-
versely impacted by the global 
downturn. Inflation (mainly cost -
push inflation) peaked 12% in the 
third quarter of 2008 and growth is 
expected to slow down to 7% this 
year as compared to the 9.8% 

growth it experienced in 2007 -
08. 
 
The Chinese and Indian econo-
mies may not be in a state of dol-
drums like some other econo-
mies of the world, but the fact 
that their economies have shown 
signs of slowing down in re-
sponse to the world recession 

cannot be ignored. So how will 
these two economies perform? Is 
the Asian miracle truly achieved 
or is it just a myth? 2009 is going 
to be the testing year for both of 
these economies and will surely 
answer these questions. 

A Dent in the Asian Miracle: Continued from Page 6 



With all of the informa-
tion  available to pick stocks with, what 
is it that ultimately guides an investor 
to buy one stock over another? The 
most intuitive way to make good in-
vestments is to put your money in 
companies whose "fundamentals" are 
strong, i.e. growth rate, dividend, P/E 
or P/B ratio, lack of debt, liquidity of 
assets, etc. This approach to choosing 
stocks is appropriately called 
"fundamental analysis."  
However, thinking more into the na-
ture of what it takes to make money in 
investing, we may realize that we 
don't  necessarily need to invest in 
strong companies - after all, we only 
need to sell our stock at a higher price 
than we bought it to make a profit, 
and considering that stock prices are 

often based largely on market psy-
chology, wouldn't we be better off 
investing in companies for which 
investor sentiment is high? If we 
could measure that, why would we 
ever need to deal with all that tech-
nical stuff? 
Somewhat ironically, this perspec-
tive on investing and its application 
is known as "technical analysis."  
Although notoriously associated 
with a day trading mindset and end-
lessly bashed by statisticians, it is 
common for investment firms to 
have employees dedicated to both 
fundamental and technical analysis. 
So before making any decisions 
about whether to adopt a fundamen-
tal or technical approach, let's look a 
little more into what technical 

analysis is all about. 
Technical analysis is based on three 
overarching principles:  
1) The Market discounts everything.  
Really, what about fundamental fac-
tors though? Surely a stock's price 
movement can't 
be completely  unrelated to what the 
company does and its dealings. 
Well, a major assumption of techni-
cal analysis is that everything about 
a stock, including fundamentals, 
economic and political factors, and 
market psychology, are all reflected 
in the price of that stock. This is 
what is meant when we say the mar-
ket "discounts everything."   
(continued on next page) 

Leveraged ETFs 
By Arjune Bose 
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Often times, we will hear a company 

have their stock pitched because their 

sector is undervalued. For example, if 

we expect the price of metals to in-

crease, people often suggest buying 

mining companies, as a secondary way 

to play this movement. However, there 

is a more direct way to pick up an up-

ward (or downward) trend in a sector.   

ETFs, also known as exchange traded 
funds, are a collection of different as-
sets, which will try to emulate the 
movement of an entire sector. There 
are ETFs for both long and short trans-
actions, so you can play a sector for 
movement in either direction. In less 
volatile times, this may be seen as a 
good play, because instead of playing 
one company, there is less variance if 
you bet on an entire sector. You wonôt 
pick up the gain of the highest com-
pany in the sector, but you wonôt get 
stuck with the lows either. ETFs can 
also be leveraged, to reflect twice the 
sectorôs change on any given day. These 
tend to be a great tool for short term 
investment, since you can earn double 

digit gains in a single day. Of course, 
these are not for the faint of heart, as 
the potential downside is much 
greater too.  
 

If you are interested in buying some 
ETFs, it is crucial to know what ex-
actly is in the fund. In some cases, a 
fundôs value may be tied to the values 
of futures that expire months from 
now, so even if you correctly call the 
movement of a commodity or sector, 
it may not be reflected the way you 
would like on the ETF.  Although due 
diligence is important for any asset 
you would like to invest in, it even is 
more critical for ETFs, because of the 
inherent volatility.   
 
ETFs can be a spectacular short term 
investment, but there are some prob-
lems associated with trying to use 
them for long -term gain. This is be-
cause all ETFs (especially the levered 
ones) experience time decay.  There 
are two major forms of time decay. 
The first comes from the transaction 
costs associated with all the swaps 
and trades necessary to maintain the 

balance of the fund. For a levered 
fund, the cost is simply higher. As the 
cost goes up with time, the value of 
the fund decreases. The second prob-
lem is with percentages. If an asset 
you control gains 10% one day, and 
loses 10% the next, you will be down 
a net of 1%. Since levered firms often 
have very volatile days, with huge 
swings, this will also eat up your po-
sition. Because of this, even if the 
sector you are invested in goes up 
20% over a period of time, a double 
long ETF will never be up 40% over 
the same time period.   
 
Often times, time decay makes the 

ETF a very risky long-term bet, with-

out as much of the added reward.  

For short term trading, ETFs are a 

spectacular way to make a quick 

buck. For more passive investors, I 

would suggest investing in another 

route, since you may lose a lot of 

profits by holding. In any case, ETFs 

bring another interesting option for 

investors.   

A Brief Lesson in Technical Analysis  
By Kevin Beale 



A home is usually the biggest invest-
ment in an individualôs life, which is 
why it is important to understand how 
to finance this enormous endeavor. 
Buying a house usually requires taking 
out a mortgage from the bank. A mort-
gage, according to the American Heri-
tage Dictionary is ñA temporary, condi-
tional pledge of property to a creditor 
as security for performance of an obli-
gation or repayment of a debt.ò Essen-
tially, the bank buys the house you 
want to live in and over time you pay 
the bank the entirety of the loan with 
interest. Mortgages have two options: 
fixed rate and adjustable rate. 
All fixed rate mortgages 
set the interest rate at the 
beginning of the loan. 
This means that the inter-
est rate that the buyer will 
pay on the house remains 
constant for the entire 
duration of the mortgage. 
Fixed rate mortgages 
commonly last 15 or 30 
years. Paying the mortgage off over 15 
years requires a higher payment each 
month, but it cuts over half the total 
interest cost of the loan. This may not 
seem too significant, but interest pay-
ments can add up.   

For a one hundred thousand dollar 
house and a 6.250% interest rate, a 
30-year mortgage will end up costing 
$221,656 by the end. You will end up 
paying $121,656 on interest, which is 
much more than the house is actually 
worth. If the term is shortened to 15 
years, there is a drastic difference. 
The total payment will equate to 
$154,337. Payment on interest will 
only equate to $54,337. Using a 15-
year mortgage over a 30-year mort-
gage will save you $67,319. This is 
why it is usually a good idea to pay 
off as much of your mortgage as fi-
nancially feasible every month. In 

the long run it can save 
you a lot of money. 
Hybrid loans that encap-
sulate aspects of both 
the fixed and adjustable 
rate loans are called Two
-Step, Super Seven, or 
Premier Mortgages. 
These loans set a fixed 
rate (lower than the rate 

for a 15 or 30 year fixed rate) for 
somewhere between 7 and 10 years, 
then it switches to an adjustable rate 
mortgage (ARM).  The average indi-
vidual stays in a house for about 7 

years, which makes these loans ex-
tremely useful depending on how 
long you are planning on staying in a 
home. 
The final mortgage type is the adjust-
able rate mortgage. Interest rates for 
these mortgages vary according to 
the interest rates of the market. This 
is a riskier type of loan that can end 
up having you pay higher or lower 
interest rates than when you initially 
applied for the loan. The problem 
with adjustable rate loans is that 
these loans get very complicated very 
quickly. Because these loans are so 
complicated, many economists hold 
them largely responsible for the sub-
prime mortgage lending crisis.   
The next issue will further examine 

adjustable rate and sub-prime mort-

gages for a better understanding of 

how they partly led to the current 

financial crisis. Ultimately though, 

like always, whenever you make a 

financial decision there are a myriad 

of choices. The important part of the 

process is researching and under-

standing which option is right for 

you and the situation at hand. 

Insight into Mortgages 
By Paul Ernster 
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ous impacts is the third assumption 
of technical analysis.  Taking all of 
these assumptions to heart naturally 
leads us to conclude that all we 
really need to determine which com-
panies to invest in is their charts, 
which is essentially what a pure 
technical analyst would do. Thus 
terms such as "resistances" and 
"supports", price levels where stock 
price seems to be incapable of rising 
past or won't fall below, are com-
mon in technical analysis. 
In conclusion, technical analysis is 
an investing perspective that looks 
at current and past price movements 
of a stock, and from those attempts 
to predict future price movement.  A 
technical analyst could care less 

2) Prices Move in Trends. 
When looking at price charts for com-
panies, we can usually see patterns 
within their price movement, more 
specifically, most price charts don't 
soar to new highs and lows day in and 
day out. Although none of those pat-
terns may seem predictable or make 
sense to us at first, we can usually look 
at a stock chart and see a general slope 
upward or downward.  
 
3) History Repeats Itself  
Since market psychology is considered 
a major component in determining a 
stock's price, and people tend to react 
similarly to similar events, the fact 
that events of the same flavor will im-
pact stocks in ways resembling previ-

about the fundamentals of a stock - 
rather than seeing it as purely a repre-
sentation of the associated company's 
worth, they view it as a predictable 
function of time and past values, 
which are already representative of 
the company's situation.  
 
Whether or not you agree with the 
assumptions of technical analysis, it is 
a widely used trading ideology that in 
conjunction with a fundamental ap-
proach could turn out to be more pow-
erful than one or the other alone. 
 
 

A Brief Lesson in Technical Analysis: Continued from Page 8 



pool of applicants at the 
beginning of each school 
term who have previous 
experience with investing 
and are eager to be part of 
a more challenging and 
intense program. Members 
of this private group col-
laborate amongst each 
other to select stocks as 
they track and anticipate 
changes in the market and 
economy on a daily basis.  

Owl Investment Society 
holds regular meetings in-
viting all students who are 
interested in learning 
about the fundamentals 
and different methods of 
investing in the open stock 
market. These instructive 
sessions are interactive and 
interesting, as well highly 
informative, enabling par-
ticipants to go on to invest 
independently in the fu-
ture.  

The newest addition to 
Riceôs Owl Investment 
Group, is that of the Owl 
Financial Journal. The Fi-
nancial Journal will offer 
each of its subscribers a 

The Owl Investment Group 
is a team comprised of 
dedicated undergraduate 
and graduate students, who 
partake in a diverse range 
of financial activities. The 
Owl Investment Group 
manages an active portfolio 
in the stock market, in ad-
dition to educating the Rice 
student body and the 
greater Houston commu-
nity about the economy 
through informational ses-
sions, lectures and publica-
tions.  

The Owl Investment 
Group is a franchise of 
three separate entities; the 
Owl Investment Society, 
Owl Capital Management, 
and the Owl Financial 
Journal. Each organization 
is aimed at giving inter-
ested participants an op-
portunity to play a part in 
Owl Investmentôs varied 
activities in the manner 
that most strongly appeals 
to them.  

Owl Capital Manage-
ment is a team selected by 
the clubôs president from a 

comprehensive overview of 
the nationôs economic state 
on a biweekly basis. The 
publicationôs main goal is 
to share financial informa-
tion with a diverse popula-
tion, thus presenting arti-
cles in an easily compre-
hensible manner. The pub-
lication will contain a wide 
variety of sections ranging 
from an educational cor-
ner, to an opinion column; 
guaranteeing an article of 
interest for everyone.  

Everyone is welcome to 

participate, from the begin-

ner who wants to learn 

what a "stock" is to the sea-

soned trader who just 

wants to interact with other 

students who share an in-

terest in investing. After 

gaining trading experience 

through our public club, 

one may choose to apply 

for membership into the 

private partnership and 

purchase real stocks in our 

registered investment 

group.  
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