
pete with firms 
that were mem-
bers of the 
NYSE trading 
on the floor, 
and after some 
trails, the firms 
technology be-
c a m e  t h e 
NASDAQ. As 
one of the key 
players in de-
veloping the 
NASDAQ, he 
served as the 
Chairman of 

the Board of Directors and on 
the Board of Governors of the 
NASDAQ.   He was caught 
when he told his sons that the 
asset management branch of 
the firm was a giant Ponzi 
scheme, who passed the infor-
mation to authorities.  
 
(continued on Page 4) 

Bernard Madoff is 
the former chairman 
of the NASDAQ stock 
exchange and mas-
termind behind the 
largest Ponzi scheme 
in American history. 
Madoff was under 
house arrest until his 
court date, where he 
is now in solitary 
confinement pending 
sentencing. Madoff 
did not reach a plea 
bargain and pleaded 
guilty to all 11 
charges, including fraud, per-
jury and money laundering. 
While no one else has been 
implicated into the scandal, 
the FBI is looking closely at 
relatives and associates who 
they believe must have known 
something was going on. How-
ever, it could be more than a 
year before any accomplices 
are charged due to the large 

paper trail of $65 billion and 
more than 5,000 victims.  
 
Madoff founded his Invest-
ment Securities firm in the 
1960s and was the chairman 
until his recent arrest. He 
started the firm as a penny 
stock trader with very little 
capital. The firm used an inno-
vative system in order to com-
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We have seen an amazing rally in the 
stock market this last week, the best 
week since November, after news came 
out that Citigroup posted a profit, the 
uptick rule may be reinstated, and pos-
sible changes to accounting standards. 
Although I agree these are all nice 
things for the market, by no means do I 
think that this is the huge signal needed 
for the market turn -around. Little do 
people remember that just last week 
unemployment numbers came out worst 
than expected, companies were carrying 
record levels of debt, and most econo-
mists were calling for lower market lev-
els. What I think we saw this week was a 
classic bear market rally, much like the 
ones seen throughout the 1929 crash 
and through the early 1980ôs. I urge 
everyone to go and look at the graphs of 
the Dow during these times. These bear 
market rallies, even as the market was 
approaching the depression in 1929, 
were very aggressive and could last for a 
couple of weeks, just to be followed by 
the market falling off a cliff again. Now 
is a great time to pick up some short 
positions after this rally to either hedge 
or profit against what I feel is an inevi-
table further downturn in the market. 
When looking for a 
stock to short, I 
wanted to find a com-
pany which I felt had 
bounced way too far 
past its recent lows, 
was weighted down 
with debt, and which 
had a product or ser-
vice which was going 
out of style, especially 
during tough eco-
nomic times. Low and behold I found 

my stock, Brinker International Inc. 
(Symbol: EAT). This companyôs largest 
restaurant holding is the Mexican chain 
Chiliôs, followed by others such as a Maca-
roni Grill, Maggianoôs Little Italy, and On 
the Boarder Mexican Grill. In the past 
couple of months, the stock has taken a 
huge bounce off of its 52-week low of 
$3.88 to its current price of $13.18. Fun-
damentally this 
stock is a mess, 
with $839 mil-
lion of debt and a 
loss of $.31 a 
share in last 
yearôs EPS 
( s o m e t h i n g 
which makes me 
very worried 
about future 
earnings). Even 
in its latest quar-
ter, Brinkerôs 
revenue fell by 
8% and earnings 
fell even lower 
than those posted this quarter a year ago, 
down to $.27 a share. They have also 
unloaded all but a 20% stake in Romanoôs 
Macaroni Grill; a restaurant which I feel is 

one of their strongest in rough times. To 

top it all off, the company was an aggres-
sive buyer of its shares when things were 
good (aka @ 25+ dollars a share). How-
ever at these current prices, that was a lot 
of cash burnt which could have been put 
to great use now as well. Along with these 
analytical reasons, I believe there are 
many commonplace reasons to look at as 
well. First of all, at most of Brinkerôs 
main chains, the majority of their cus-

tomers fall 
somewhere in 
the middle 
class finan-
cially. Itôs also 
the middle 
class who has 
the most elas-
tic demand for 
casual dining, 
thus meaning 
the ones who I 
believe will be 
the first to stop 
eating out at 
casual restau-

rants given a change in their economic 
situations. I feel that many very high end 
restaurant and cheap fast-food restau-
rants are less vulnerable to this and have 
much more inelastic demand, but that 
these casual dining areas where a burrito 
costs $15 will be hit hard. Secondly, 
many of these restaurants do not offer 
anything unique. This means that these 
restaurants can easily be grouped with 
many of their competitors and thus have 
no competitive advantages against local 
dining. When you put all of this together 
along with the potential macro environ-
ment, it creates a formula for a huge 
stock flop. (At the time of writing EAT 
was at $13.18 a share).  

Things Are Getting ñChiliò for Casual Dining: Brinker International Inc.    
By Chris Kopczynski 
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A three month Price Chart for Brinker Inc. w/ 90 Day moving Average  
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My previous articles have focused on 
short-term investments, but today, I will 
look at a potential long-term stock. Par-
tyGaming (LON: PRTY) is an England-
based online casino gaming company. It 
owns the rights to PartyPoker, Party-
Bingo, PartyCasino, as well as a slew of 
other gambling-related websites. Due to 
current United States federal government 
restrictions, Party has been unable to 
attract American consumers for the last 
few years. Instead, it has focused on the 
European market, and has made solid 
earnings in the fourth quarter of 2008, 
and the first quarter of 2009. The major 
reason to be interested in this stock is the 
new Democratic Party controlled Con-
gress, which is trying to repeal the por-
tions of the UIGEA Act (which essentially 
makes depositing money into gambling 
sites difficult for United States residents) 
that define poker as a game of luck, and 
not as one of skill. This will help Party 
enter the American poker marketplace 
again. Party is a mainstream company in 

Europe, and was a large player in the early 
online poker boom in the United States, 
before the UIGEA Act took effect. 
Of course, like any other stocks, there are 
downsides to consider. Firstly, since the 
economy is not in good shape, there will 
be less discretionary spending, so people 
are less likely to spend money on online 
poker. Assuredly, 
this is already priced 
into the stock, and as 
the economy heals, 
we can expect Partyôs 
earnings to rise. Sec-
ondly, critics of this 
stock will argue that 
as European curren-
cies cont inually 
weaken against the 
dollar, Partyôs relative earnings will also 
decrease. This is definitely a concern, but 
once the UIGEA Act is refined, the influx 
of American players will more than com-
pensate for the potential losses while the 
dollar strengthens.   

The underlying theme is that Party will 

be significantly more attractive once the 

UIGEA is edited by Congress. The trick is 

to figure out when this will happen. At 

this moment, Congress is working on 

potentially restructuring the financial 

landscape of the United States. The 

UIGEA may be on the back burner at the 

moment, but it should be addressed 

within this congressional term. At that 

point, expect Partyôs share price to jump 

in anticipation. Unless you believe that 

we are still far away from a bottom in this 

market, Party is a very appealing long 

term buy. The stock has already been 

hurt by relatively negative expectations 

in the current economy, and I believe 

that there is nowhere for this stock to go, 

but upwards. This stock is not intended 

to make quick profits; instead it will re-

ward the patient investor for his or her 

foresight. 

PartyGames: Coming Soon to America 
By Arjune Bose 
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òParty will be 

significantly more 

attractive once the 

UIGEA is edited by 

Congress. ò 

Have We Hit the Bottom? Donôt Count on it 
By Erin Noel 

another 10-15% before finally leveling out. 

Throw in the fact that post -recessionary 

inflation could be a serious problem after 

the splurge of government spending and 

extremely low interest rates and the out-

look becomes even dimmer. The stock 

market trades off of expectations and gen-

erally recovers 6-9 months before the real 

economy. However, the chance of a genu-

ine, worldwide recovery by the end of this 

year is slim.  Then why have we seen such 

a massive rally this week? History tells us 

unequivocally that major bear markets 

always see short-term rallies. From the 

The last week of trading saw the first 
appreciable gains in the market so far 
this year. The first nine weeks of the 
trading year brought about a 27% de-
cline in the Dow, bringing the index to 
levels not seen since the mid-
1990s. But suddenly markets 
rallied on March 10 on news 
that Citigroup operated at a 
profit during the first two 
months of the year. In three 
trading days the Dow ad-
vanced 10%, the first signifi-
cant rally since the end of 
2008. Could this finally be the 
bottom of the worst bear mar-
ket since the Great Depres-
sion? 
Donôt count on it. By all ac-

counts we still have a long way to go in 

this recession. Unemployment currently 

stands at 8.1% and is only expected to 

increase through at least the first half of 

2010, consumer confidence continues to 

decline at startling rates, and home val-

ues remain far from stable. Home 

prices, which have already fallen 26% 

nationwide, are projected to fall at least 

crash of 1929 through the bottom in the 

market in July 1932, there were six 

clearly defined rallies. Even the more 

recent bear market spawned by the tech 

bubble crash witnessed similar rallies. In 

times of fear, uncertainty, and pre-

vailing bearish attitudes, good in-

formation is especially capable of 

catalyzing rallies. With 9 straight 

weeks of bad news, poor earnings 

reports, and unprecedented losses, 

the market was just waiting for a 

significant piece of positive news on 

which to rally. Citiôs after-hours 

announcement Monday fit the bill, 

triggering the massive gains seen 

this week.  

Iôve been saying for a few weeks now that 

weôve been overdue for a bear market 

rally. Ultimately, though, I think weôll see 

the market move below these recent 

lows. In the end, a few positive reports 

from one bank, regardless of how large 

that bank is, canôt mask the more sys-

temic issues faced by the global economy. 



The Pharmaceutical Industry in Motion 
By Kevin Beale 
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industry are destined to either merge or 
perish. This is especially so in the biotech 
industry, where patents expire on medi-

cine after set 
stretches of time and 
cheaper generic 
drugs of the same 
effect hit the shelves. 
Even if a pharma-
ceutical company is 
as big as Pfizer, if its 
research and devel-
opment doesnôt pro-
duce a new drug 
before patents run 
out it may be essen-
tially forced upon 
them to buy a 
smaller company 

out, despite the cost, in order to continue 
to turn a profit.  
The trend of pharmaceutical buyouts will 
likely continue, but which companies will 
be next? Bristol Myers Squibb (BMY ), 
AstraZeneca (AZN), Sanofi-Aventis (SNY), 
and Novartis AG (NVS) are likely candi-
dates, big enough to make a splash with a 
merger.  
Pharmaceutical giants will likely continue 

buying out one another in order to stay 

afloat, the only question remains, who will 

be next? 

After months of tortuous courtship, 
Roche Holding AG (RHHBY) has finally 
persuaded Genentech (DNA) into a 
merger. The 
company an-
n o u n c e d 
Thursday that 
it was to ac-
quire the re-
maining 44% 
of the com-
pany it does-
nôt already 
own at $95 a 
share, for a 
total of $46.8 
billion. The 
deal will grant 
Roche access 
to Genentechôs robust ñpipelineò of 
drugs, a large number of which are for 
cancer, a section of the biotech market 
in which the company has a domineer-
ing presence. 
This acquisition marks the third major 
pharmaceutical merger this year, con-
tinuing the trend that the pharmaceuti-
cal industry faces. In the hostile envi-
ronment of the financial crisis, there 
exists in some sense an industrial Dar-
winism, in which a large number of 
companies across the pharmaceutical 

Continued from Page 1 

his investment company. His top assets 
include $22 million in houses and prop-
erty, $45 million in securities, $700 mil-
lion in his investment business, $12 mil-

lion in a charter jet, $17 
million in cash and $2.6 
million in jewelry.  
 
Sources claim that many 
clients have filed class-
action suits against Madoff 
that may be able to claim 
significant amounts of his 
assets, especially if evi-
dence of involvement on his 
wifeôs part is discovered. 

Madoff is expected to serve his sentence at 
a low-security prison made for many white
-collar offenders, however he could be sent 
to a more high-security prison due to the 
length of his sentence. 

 While there had been concerns about 
the profits that Madoff claimed to de-
liver since 1999, there were never any 
serious inquiries. When questioned, 
Madoff stated that 
he had started the 
Ponzi scheme in the 
early 1990s. He also 
stated that he had 
every intention of 
ending the scheme, 
but it proved 
ñdifficult, and ulti-
mately impossibleò 
to get out. He even-
tually accepted the 
fact that he would eventually get ar-
rested. 
 
Madoff is currently valued at $823 mil-
lion, with most of the value coming from 

http://money.cnn.com/quote/quote.html?symb=BMY&source=story_quote_link
http://money.cnn.com/quote/quote.html?symb=AZN&source=story_quote_link
http://money.cnn.com/quote/quote.html?symb=SNY&source=story_quote_link


This isnôt the economic recovery that 

Obama supporters envisioned, as the stock 

market has logged its worst performance 

for any new president. Other economic 

indicators are exhibiting weaknesses as 

well. After a decline of more than 650,000 

jobs in February, unemployment has jolted 

to 8.1 percent. Last weekôs Dow close at 

7,170 was nearly 2,500 points below the 

9,625 closing on Election Day. The 25% 

freefall has translated to an over one trillion 

dollar loss to shareholders, which pales in 

comparison to the $3.6 trillion proposed 

budget and the massive deficit that accom-

panies it.  

Although these drastic numbers represent 

an inherited recession from the Bush ad-

ministration, the new president has failed 

to ease economic tensions. The $787 billion 

stimulus plan and numerous bank bail-

outs aimed at restoring the economy 

have only increased investor fears, as 

Obama and Treasury Secretary Timothy 

Geithner fail to provide a lack of specifics 

on how the administration will rid banks 

of toxic assets. Without specifics, the 

country is shrouded in uncertainty, 

which breeds fear into the market result-

ing in a Dow Jones nose-dive after every 

important speech by the new administra-

tion.  

However, the Wall Street crisis has seen 

its lone bright spot in the past week. A 

possible adjustment in regulation to the 

mark -to-marketing accounting rule 

would aid financial institutions in dealing 

with their toxic assets. There has also 

been congressional support to regulate 

short selling by enacting the uptick rule, 

which would decrease plunges in the 

market fueled by short-selling. With 

fears easing in the past week, now is a 

crucial time for the administration to 

impress Wall Street with specifics on 

how they plan to jumpstart the econ-

omy. Focusing on the nationôs most dire 

problem and taking a hard-line position 

would infuse investor confidence and 

reverse the downward spiral created by 

fear and uncertainty. However, it re-

mains to be seen if the Obama admini-

stration can formulate a response to the 

economy before the next credit crisis 

shock hits; otherwise, we may see the 

collapse of a market that is already on 

life support.  

Obamaôs Bear Market 
By Prateek Malhotra 
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Free Trade and Globalization: the 

Scapegoats?  

As history has shown, politicians are often 

tempted to accuse free trade and 

globalization for causing eco-

nomic downturns and reces-

sions. Recently, the U.S. House 

approved Obamaôs $819 billion 

dollar economic stimulus pack-

age that contains a "Buy Ameri-

can" provision. It seems the old 

stories never fail to recur.  

However, if our policy makers 

carefully studied the history 

books, they should remember it 

was protectionism that indeed 

dragged the U.S. into the Great 

Depression. Fear rose at the 

recent Davos meeting that the 

U.S. government would revert to the pro-

tectionism policy of the Smoot -Hawley Act 

of 1930. It is clear that the current crisis 

stemmed from the subprime mortgage 

market, not free trade, but why is globaliza-

tion always the first to blame?     

Obamaôs Dilemma 

One obvious reason is perhaps the pres-

sure from taxpayers and domestic 

manufacturers, especially the steel un-

ions that were backing Obama during 

the election. The "Buy American" provi-

sion limits the usage of iron and steel 

for any stimulus -funded infrastructure 

project to be purely ñAmerican madeò. 

Facing the current historically high un-

employment rate and increasing fear in 

the job market, Obama argues that the 

new stimulus package could save or cre-

ate more than three million jobs.  

Despite the support from domestic 

manufacturers and unions, how-

ever, an opposing voice was heard 

from the businesses side and inter-

nationally. With 95 percent of the 

world's consumers living outside 

the United States, protestors state 

that American workers would suf-

fer, instead of benefit, from the 

start of this trade war. The poten-

tial participants in this ñwarò in-

clude China, who is the biggest 

creditor of the U.S. and was just 

branded to be a ñcurrency manipu-

latorò by the Obama Administra-

tion.  Pascal Lamy, the head of the 

World Trade Organization, also ex-

pressed his stance that U.S. should com-

ply with its international obligations 

stated in the Doha round of trade nego-

tiations.  

(Continued on page 6) 

Free Trade vs. Recession 
By Samantha Dong, Cornell University 


