
B1N

SATURDAY, MAY 29, 2010SportsSaturday, 9-12

S.& P. 500 1,089.41 D 13.65
Dow industrials 10,136.63 D 122.36
Nasdaq composite 2,257.04 D 20.64
10-yr. Treasury yield 3.29% D 0.07
The euro $1.2287 D 0.0091

Personal Business
Not So Lousy
Head lice are creepy, but
inexpensive remedies are
abundant. 6

U.S. incomes were up but spending
was flat last month. 3

Shell buys an energy firm for $4.7
billion to expand in shale gas. 3

The era of designers
like Marc Jacobs be-
ing the stars of fash-
ion houses is over. 2

Joe Nocera, whose Talking Busi-
ness column normally appears on
this page, is on leave to write a
book.

By CHRISTINE HAUSER

If the American markets ever
needed a reminder of how vola-
tile Europe has made them this
month, they got it on Friday.

Right after lunch, the Fitch rat-
ings firm announced that it had
downgraded Spain’s credit rating
by one notch, sending indexes on
a swift decline of more than 1 per-
cent. It was a stunning reversal
in a day that had been in holiday
mode, trading quietly lower at
the start of a three-day weekend. 

By the end of the day, the de-
cline capped what has been a tu-
multuous month for the equity
markets, with all three major in-
dexes down about 8 percent com-
pared with April. 

“Nothing like waking us up on
a holiday Friday,” said Win Thin,
a senior currency strategist for
Brown Brothers Harriman &
Company.

The development about Spain
came after weeks of uncertainty
over the European debt crisis
dominated the American stock
market. 

Investors have been concerned
that what started out as mostly a
problem with Greece’s public fi-
nances would spread to other Eu-
ropean countries, generally add-
ing to the possibility of an eco-
nomic slowdown that would spill
over into the United States econ-
omy.

This week Spain took steps to
address its budget deficit and the
Spanish central bank released
new guidelines regarding provi-
sions for bad and doubtful loans.
The move came after its rescue of
CajaSur, an Andalusian bank that
had been paralyzed by property-
related losses and had failed to
find a merger partner. 

On Thursday, the Spanish Par-
liament approved additional
spending cuts of $18.5 billion, but
the vote was a tight one, high-
lighting the immense challenges
facing policy makers in Europe in
their efforts to rein in large budg-
et deficits.

In its report Friday, Fitch said 
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By DAVID KOCIENIEWSKI

The House passed a bill on Fri-
day that would end a tax break
for executives of investment
funds, leaving hedge funds, pri-
vate equity firms and venture
capitalists scrambling to ease the
effects of the bill before it is taken
up by the Senate next month. 

The measure was part of a
broader tax bill, passed by a vote
of 215 to 204, that would extend
benefits for unemployed people.
It seeks to change the tax treat-
ment of “carried interest,” which
is the portion of a fund’s invest-
ment gains taken by fund manag-
ers as compensation. 

Under current rules, carried in-
terest is taxed federally at a rate
of 15 percent because it is treated
as a capital gain. That contrasts
with the tax rate on ordinary in-
come, which can be as high as 35
percent.

The plan approved by the
House, which overcame strong
lobbying pressure from Wall
Street, amounted to a compro-
mise that would tax 75 percent of
carried interest as ordinary in-
come and 25 percent as capital
gains. It is expected to raise more
than $17 billion in tax revenue
over the next decade.

Although similar attempts to
increase taxes on carried interest
have died in the Senate for three
consecutive years, concerns
about the nation’s billowing debt
are so great that Senate leaders
say they expect to pass a meas-
ure resembling the one approved
by the House.

That has left lobbyists for fund
managers searching for ways to
mitigate the tax increase. In fact,
in the hours before the House
vote, opponents of the measure
managed to postpone the date it
took effect until Jan. 1, 2011. In the
coming weeks, they hope to per-
suade lawmakers to have the tax
increase phased in over several
years and have a lower percent-
age of carried interest considered
as ordinary income. 

Douglas Lowenstein, president
of the Private Equity Council,
said he and other lobbyists were 
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Like many middle-class families, Cortney
Munna and her mother began the college se-
lection process with a grim determination.
They would do whatever they could to get

Cortney into the best possible col-
lege, and they maintained a blind
faith that the investment would be
worth it.

Today, however, Ms. Munna, a
26-year-old graduate of New York
University, has nearly $100,000 in

student loan debt from her four years in col-
lege, and affording the full monthly pay-
ments would be a struggle. For much of the
time since her 2005 graduation, she’s been
enrolled in night school, which allows her to
defer loan payments.

This is not a long-term solution, because

the interest on the loans continues to pile up.
So in an eerie echo of the mortgage crisis,
tens of thousands of people like Ms. Munna
are facing a reckoning. They and their fam-
ilies made borrowing decisions based more
on emotion than reason, much as subprime
borrowers assumed the value of their houses
would always go up.

Meanwhile, universities like N.Y.U. en-
rolled students without asking many ques-
tions about whether they could afford a
$50,000 annual tuition bill. Then the colleges
introduced the students to lenders who un-
derwrote big loans without any idea of what
the students might earn someday — just like
the mortgage lenders who didn’t ask bor-
rowers to verify their incomes.

Ms. Munna does not want to walk away

from her loans in the same way many mort-
gage holders are. It would be difficult in any
event because federal bankruptcy law
makes it nearly impossible to discharge stu-
dent loan debts. But unless she manages to
improve her income quickly, she doesn’t
have a lot of good options for digging out.

It is utterly depressing that there are so
many people like her facing decades of pay-
ments, limited capacity to buy a home and a
debt burden that can repel potential life
partners. For starters, it’s a shared failure of
parenting and loan underwriting.

But perhaps the biggest share lies with
colleges and universities because they have
the most knowledge of the financial aid pro-
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Cortney Munna hoped for the best when she decided to attend New York University. Now she owes $100,000.

Placing the Blame as Students Are Buried in Debt
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By PAUL SULLIVAN

Steven D. Hayworth, chief ex-
ecutive of Gibraltar Private
Bank and Trust, is thrilled that
his daughter will be working this
summer at a women’s clothing
store before heading to college in
the fall. It is not the particular
job that pleases Mr. Hayworth.
Rather, he is hoping his daughter
will make the connection be-
tween how much she earns each
day and what that will buy.

“As a parent who has worked
his whole life and has had a little
bit of success in my career, one
of the huge life lessons I learned
early on is the value of a dollar,”
said Mr. Hayworth, whose bank
is based in Coral Gables, Fla.
“Particularly for children of up-
per-middle-class and affluent
families, there’s no perspective
on value. When the new Range

Rover pulls into the driveway,
there’s no concept of how many
hours of hard work went into
owning that vehicle.”

Unlike many collegebound
children today, Mr. Hayworth’s
daughter would have had no
worries if she had not been able
to find a job. She could have
spent the summer by the pool
knowing her parents had the
money to put her through col-
lege. 

But the fact that she does not
have to work is exactly what
worries Mr. Hayworth and many
other affluent parents. The re-
cession and tight job market
have made it imperative to teach
their children the value of work.
They worry about that, it seems,
more than about any short-term
swings in their portfolios.

“This is a tremendously con-
Continued on Page 6
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By CHARLES V. BAGLI

The first signs of financial turmoil came at Riverton
Houses in Harlem. 

Then came Stuyvesant Town and Peter Cooper Village
on Manhattan’s East Side.

Now a third complex built by Metropolitan Life in the
1940s for veterans and middle-class families has run into
financial distress after being purchased by speculators
during the recent real estate boom. The owners of the
sprawling Parkmerced apartment complex in San Fran-
cisco announced this week that they would default on
their $550 million mortgage, which comes due in October.

A partnership of Laurence Gluck of Stellar Manage-
ment and the Rockpoint Group, which had already lost
Riverton Houses in Harlem in March to foreclosure, put
out a statement on Wednesday that placed their problems
at the 3,221-unit Parkmerced in the context of the current
economic downturn.

“The landscape has changed dramatically,” P. J. Johns-
ton, a spokesman for the owners, said in an interview.
“The economy has taken a major hit. Many properties are
facing default.”

But just like Riverton and Stuyvesant Town, the owners
of Parkmerced sought to take advantage of a roaring mar-
ket to replace rent-regulated residents with tenants able
to pay far higher rates. 

The owners in all three cases invested substantial sums
in upgrading the aging buildings and renovating some
apartments. But ultimately they failed to increase reve-
nue enough to cover the debt payments on the properties,
which were heavily leveraged. The recession did not help.

“It’s pretty interesting that they have all ended up in
the same place,” said Andrew Florio, an analyst at Real
Capital Analytics, a research firm. “People assumed they
could boost revenues by kicking people out and raising 
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The owners of the Parkmerced housing complex in San Francisco said they would default on $550 million in loans.

They Bet the Rent, and Lost
3rd Property Complex Built for Middle Class Heads for Default
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their $550 million mortgage, which comes due in October.

A partnership of Laurence Gluck of Stellar Manage-
ment and the Rockpoint Group, which had already lost
Riverton Houses in Harlem in March to foreclosure, put
out a statement on Wednesday that placed their problems
at the 3,221-unit Parkmerced in the context of the current
economic downturn.

“The landscape has changed dramatically,” P. J. Johns-
ton, a spokesman for the owners, said in an interview.
“The economy has taken a major hit. Many properties are
facing default.”

But just like Riverton and Stuyvesant Town, the owners
of Parkmerced sought to take advantage of a roaring mar-
ket to replace rent-regulated residents with tenants able
to pay far higher rates. 

The owners in all three cases invested substantial sums
in upgrading the aging buildings and renovating some
apartments. But ultimately they failed to increase reve-
nue enough to cover the debt payments on the properties,
which were heavily leveraged. The recession did not help.

“It’s pretty interesting that they have all ended up in
the same place,” said Andrew Florio, an analyst at Real
Capital Analytics, a research firm. “People assumed they
could boost revenues by kicking people out and raising 
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The owners of the Parkmerced housing complex in San Francisco said they would default on $550 million in loans.

They Bet the Rent, and Lost
3rd Property Complex Built for Middle Class Heads for Default
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cess. And I would argue that they
had an obligation to counsel stu-
dents like Ms. Munna, who got in
too far over their heads.

How many people are like her?
According to the College Board’s
Trends in Student Aid study, 10
percent of people who graduated
in 2007-8 with student loans had
borrowed $40,000 or more. The
median debt for bachelor’s de-
gree recipients who borrowed
while attending private, nonprof-
it colleges was $22,380.

The Project on Student Debt, a
research and advocacy organiza-
tion in Oakland, Calif., used fed-
eral data to estimate that 206,000
people graduated from college
(including many from for-profit
universities) with more than
$40,000 in student loan debt in
that same period. That’s a nine-
fold increase over the number of
people in 1996, using 2008 dollars.

The Family
No one forces borrowers to

take out these loans, and Ms.
Munna and her mother, Cathryn,
have spent the years since her
graduation trying to understand
where they went wrong. Ms.
Munna’s father died when she
was 13, after a series of illnesses.

She started college at age 17
and borrowed as much money as
she could under the federal loan
program. To make up the differ-
ence between her grants and
work study money and the total
cost of attending, her mother co-
signed two private loans with
Sallie Mae totaling about $20,000. 

When they applied for a third
loan, however, Sallie Mae reject-
ed the application, citing Cath-
ryn’s credit history. She had re-
turned to college herself to finish
her bachelor’s degree and was
also borrowing money. N.Y.U.
suggested a federal Plus loan for
parents, but that would have re-
quired immediate payments,
something the mother couldn’t
afford. So before Cortney’s junior
year, N.Y.U. recommended that
she apply for a private student
loan on her own with Citibank.

Over the course of the next two
years, starting when she was still
a teenager, she borrowed about
$40,000 from Citibank without
thinking much about how she
would pay it back. How could her

mother have let her run up that
debt, and why didn’t she try to
make her daughter transfer to,
say, the best school in the much
cheaper state university system
in New York? “All I could see was
college, and a good college and
how proud I was of her,” Cathryn
said. “All we needed to do was get
this education and get the good
job. This is the thing that eats
away at me, the naïveté on my
part.”

But Cortney resists the idea
that this is a tale of bad parent-
ing. “To me, it would be an un-
charitable reading,” she said.
“My mother has tried her best,
and I don’t blame her for any-
thing in this.”

The Lender
Sallie Mae gets a pass here, in

my view. A responsible grownup
co-signed for its loans to the
Munnas, and the company even-
tually cut them off. 

But what was Citi thinking,
handing over $40,000 to an under-
graduate who had already
amassed debt well into the five
figures? This was, in effect, a “no
doc” or at least a “low doc” sub-
prime mortgage loan.

A Citi spokesman declined to
comment, even though Ms. Mun-
na was willing to sign a waiver
giving Citi permission to talk
about her loans. Perhaps the
bank worried that once it ap-
proved one loan, cutting her off
would have led her to drop out or
transfer and have trouble paying
back the loan. 

Today, someone like Ms. Mun-
na might not qualify for the
$40,000 she borrowed. But as the
economy rebounds, there is little
doubt that plenty of lenders will
step forward to roll the dice on
desperate students, especially
because the students generally
can’t get rid of the debt in bank-
ruptcy court. 

The University
The financial aid office often

has the best picture of what stu-
dents like Ms. Munna are up
against, because they see their
families’ financial situation
splayed out on the federal finan-
cial aid form. So why didn’t
N.Y.U. tell Ms. Munna that she
simply did not belong there once
she’d passed, say, $60,000 in total

debt? 
“Had somebody called me and

said, ‘Do you have a clue where
this is all headed?’, it would have
been a slap in the face, but a slap
in the face that I needed,” said
Cathryn Munna. “When financial
aid told her that they could get
her $2,000 more in loans, they
should have been saying ‘You are
in deep doo-doo, little girl.’”

That’s not a role that the uni-
versity wants to take on, though.
“I think that would be completely
inappropriate,” said Randall
Deike, the vice president of en-
rollment management for N.Y.U.,
who oversees admissions and fi-
nancial aid. “Some families will
do whatever it takes for their son
or daughter to be not just at
N.Y.U., but any first-choice col-
lege. I’m not sure that’s always
the best decision, but it’s one that
they really have to make them-
selves.”

The complications here go well

beyond the propriety of suggest-
ing that a student enroll else-
where. Colleges don’t always
know how much debt its students
are taking on, which makes it
hard to offer good counsel.
(N.Y.U. does appear to have
known about all of Ms. Munna’s
loans, though.) 

Then there’s a branding prob-
lem. Urging students to attend a
cheaper college or leave altogeth-
er suggests a lack of confidence
about the earning potential of
alumni. Nobody wants to admit
that. And once a university starts
encouraging middle-class stu-
dents to go elsewhere, it must fill
its classes with more children of
the wealthy and a much smaller
number of low-income students
to whom it can afford to offer
enormous scholarships. That’s
hardly an ideal outcome either.

Finally, universities exist to en-
roll students, not turn them away.
“Aid administrators want to keep

their jobs,” said Joan H. Criss-
man, interim president and chief
executive of the National Associ-
ation of Student Financial Aid
Administrators. “If the adminis-
tration finds out that you’re en-
couraging students to go to a
cheaper school just because you
don’t think they can handle the
debt load, I don’t think that’s go-
ing to mesh very well.”

That doesn’t change the fact,
however, that the financial aid of-
fice is still in the best position to
see trouble coming and do some-
thing to stop it. University offi-
cials should take on this obliga-
tion, even if they aren’t willing to
advise students to attend another
college. 

Instead, they might deputize a
gang of M.B.A. candidates or
alumni in the financial services
industry to offer free financial
planning to admitted students
and their families. Mr. Deike also
noted that the bigger problem

here is one of financial literacy.
Fine. He and N.Y.U. are in a great
position to solve for that by mak-
ing every financial aid recipient
take a financial planning class.
The students could even use their
families as the case study. 

The Options
The balance on Cortney Mun-

na’s loans is about $97,000, in-
cluding all of her federal loans
and her private debt from Sallie
Mae and Citibank. What are her
options for digging out?

Her mother can’t help without
selling her bed and breakfast,
and then she’d have no home.
She could take her daughter in,
but there aren’t good ways for
her to earn a living in Alexandria
Bay, in upstate New York.

Cortney could move someplace
cheaper than her current home
city of San Francisco, but she
worries about her job prospects,
even with her N.Y.U. diploma.

She recently received a raise
and now makes $22 an hour
working for a photographer. It’s
the highest salary she’s earned
since graduating with an inter-
disciplinary degree in religious
and women’s studies. After taxes,
she takes home about $2,300 a
month. Rent runs $750, and the
full monthly payments on her
student loans would be about
$700 if they weren’t being de-
ferred, which would not leave a
lot left over.

She may finally be earning
enough to barely scrape by while
still making the payments for the
first time since she graduated, at
least until interest rates rise and
the payments on her loans with
variable rates spiral up. And
while her job requires her to
work nights and weekends some-
times, she probably should find a
flexible second job to try to bring
in a few extra hundred dollars a
month.

Ms. Munna understands this
tough love, buck up, buckle-down
advice. But she also badly wants
to call a do-over on the last dec-
ade. “I don’t want to spend the
rest of my life slaving away to
pay for an education I got for four
years and would happily give
back,” she said. “It feels wrong to
me.”

Placing the Blame 
For Student Debt

From First Business Page
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Citibank gave Cortney Munna $40,000 in loans, though she had already amassed debt well into
the five figures. It was like the “no doc” loans that home buyers used to get in over their heads.

Should banks and colleges
counsel students and parents

about the risks of a student loan
burden? Leave a comment.
nytimes.com/bucks
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So where were we?
Last November, when I took a

temporary powder, the subject du
jour — at least in this little corner
— was financial regulatory re-

form. Today, eight
months later
(ouch!), as I return
from my hiatus, the
subject du jour is fi-
nancial regulatory
reform.

Back then, the question was
whether Congress could muster
the votes to even pass a reform
bill. Health care dominated the
body politic. Financial lobbyists
were swarming. Senate Republi-
cans were doing their foot-drag-
ging thing. And so on.

Today, the question is a differ-
ent one. Very soon, possibly as
early as next week, House and
Senate conferees will begin meet-
ing to hammer out the compro-
mises necessary to turn the bills
they wound up passing in the in-
terim into something President
Obama can sign into law. There
are plenty of differences between
the House bill, which passed in
December, and the Senate ver-
sion that passed a few weeks ago,
and there will be lots to haggle
over in the conference commit-
tee. But broadly speaking,
they’re not that different. They
both contain a new consumer

protection agency, and they both
take the same general approach
to everything from systemic risk
to the ratings agencies.

And thus it’s not too early to
ask: Will the bill that emerges
from this conference do what it is
intended to do? Will it prevent
another crisis? Will it put an end
to government bailouts? The
painful answer is: probably not.

•
In the first place, there is noth-

ing even remotely radical about
anything in these bills. Nobody is
suggesting setting up a new Se-
curities and Exchange Commis-
sion, which reshaped Wall Street
regulation when it was formed in
1934. Nobody is talking about
breaking up banks the way they
did in the 1930s with the passage
of the Glass-Steagall Act. Nobody
is even talking about a wholesale
revamping of a regulatory sys-
tem that so clearly failed in this
crisis. “They are trying to attack
the symptoms, instead of the bas-
ic issues,” said Christopher Wha-
len, managing director of the In-
stitutional Risk Analyst. There is
something oh-so-reasonable
about these bills, as if Congress
was worried that they might do
something that would — heaven
forbid! — upset the banking in-
dustry. 

Credit derivatives? Banks will
still be able to trade them, and
peddle the most dangerous ones
without using an open exchange.
Credit rating agencies? Their
wings are barely clipped. The 
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By CHRISTINE HAUSER

Stocks tumbled Friday in one of their sharp-
est declines this year, leaving the Dow Jones in-
dustrial average firmly below 10,000, as a disap-
pointing jobs report cast a pall over the nation’s
economic recovery.

New worries that the financial crisis in Eu-
rope may be spreading — this time, to Hungary
— added to investors’ anxiety. 

The sell-off was swift and brutal, with the
broad market losing roughly 3.4 percent. The
slide left major indexes in the red for the first
week of June. 

All 30 of the Dow Jones industrials fell, some
by more than 5 percent. After staying above
10,000 for days, the Dow Jones industrial average
fell 323.31 points, or 3.2 percent, to close at
9,931.97. The broader Standard & Poor’s 500-stock
index was down 37.95 points, or 3.44 percent, to
close at 1,064.88. Both ended the week 2 percent
lower, and are back to where they were in early
February. 

For days, investors had awaited the monthly
unemployment report from the Labor Depart-

ment to help them gauge the pace of the econom-
ic recovery. They were sorely disappointed: The
Labor Department’s report showed that the pri-
vate sector created a mere 41,000 jobs in April, far
short of expectations of 150,000 to 180,000.

And the number of long-term unemployed,
Americans out of work for 27 weeks or more, re-
mained at its highest level since the Labor De-
partment began collecting such data in the 1940s.

Adding to the unease were concerns that the
financial troubles in Europe, particularly in
Greece, Portugal and Spain, might be spreading
to Hungary, after the government there sent wor-
rying signals about its finances. 

Hungary’s currency, the forint, sank in val-
ue, as did the beleaguered euro, which weakened
to $1.1967 at the close in London, its lowest level
since March 2006. 

“That put all the weight on traders’ shoul-
ders,” said Guy LeBas, chief fixed income strat-
egist for Janney Montgomery Scott. “And they
collapsed.” The jobless numbers and the risk of 

Report on Jobs Dashes Investors’ Hopes, and Shares Tumble
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If you run up big credit card
bills buying a new home theater
system and can’t pay it off after a
few years, bankruptcy judges can
get rid of the debt. They may

even erase loans from a
casino. 

But if you borrow
money to get an educa-
tion and can’t afford the
loan payments after a
few years of underem-

ployment, that’s another matter
entirely. It’s nearly impossible to
get rid of the debt in bankruptcy
court, even if it’s a private loan
from for-profit lenders like Citi-
bank or the student loan special-
ist Sallie Mae. 

This part of the bankruptcy
law is little known outside educa-
tion circles, but ever since it went
into effect in 2005, it’s inspired
shock and often rage among
young adults who got in over
their heads. Today, they find
themselves in the same category
as people who can’t discharge
child support payments or crimi-
nal fines. 

Now, even Sallie Mae, tired of
being a punching bag for con-
sumer advocates and hoping to
avoid changes that would hurt its
business too severely, has agreed
that the law needs alteration.
Bills in the Senate and House of
Representatives would make the
rules for private loans less strict,
now that Congress has finished 
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Student Debt
And a Push
For Fairness

By NICK BUNKLEY

DETROIT — A free sports car
for a Detroit Tigers baseball play-
er was not among the reasons the
government saved General Mo-
tors from financial collapse. Nor
was a year’s supply of diapers
and other gifts for a Minnesota
woman who gave birth behind
the wheel of a Chevrolet Cobalt.

General Motors has given
away both in recent weeks —
marketing ploys that would have
barely raised an eyebrow in the
past. But now that American tax-
payers collectively own a major-
ity of the carmaker, executives
are learning that there are more
than 300 million potential second-
guessers out there.

“Until G.M. has repaid the tax-
payers in full for the money they
have borrowed, every action that
G.M. takes should advance them
in that direction,” said Kurt Bar-
della, a spokesman for Repre-
sentative Darrell Issa, a Repub-
lican of California who is a visible
G.M. second-guesser.

Last month, Mr. Issa was
among a multitude of critics who
took issue with another G.M.
marketing effort — the running
of self-congratulatory advertise-
ments about having repaid a gov-
ernment loan. (Taxpayers still
own $2.1 billion in preferred stock
of G.M. and 61 percent of its com-
mon equity.)

So how did the Detroit pitcher, 

Luxury Car
As a Gift
Stuns a Few
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By WILLIAM NEUMAN

Could cadmium be the new lead? Some parents and
consumer advocates think so. 

Fears about cadmium exposure prompted McDonald’s
on Friday to announce a costly recall of 12 million promo-
tional drink glasses featuring cartoon characters from the
movie “Shrek Forever After.” The paint on the glasses,
which were sold for $2 each, contained traces of cadmium,
which can cause cancer and other ailments. 

The Consumer Products Safety Commission said that
the risk to children from the glasses was low. But the action
comes on the heels of three recalls this year of children’s
jewelry containing cadmium, including the recall in January
of 55,000 necklaces sold at Wal-Mart stores. 

Don Mays, senior director of product safety for Con-
sumer Reports, said cadmium was being used in some man-
ufactured goods to replace lead, which has been eliminated
from many products in response to heavy regulation and
widespread health concerns. Many of those goods were
once commonly associated with lead, like paint and inex-
pensive jewelry.

“We’re just starting to see this,” Mr. Mays said. “It’s
starting to creep into a lot of consumer products that never
had it before.”

But government regulation of cadmium in household
products has lagged. Federal rules currently set a maxi-

mum cadmium level only for toys. 
Scott Wolfson, a spokesman for the Consumer Products

Safety Commission, said the agency was now working to es-
tablish similar requirements for other products, like jew-
elry, where a child could be exposed to cadmium by sucking
or swallowing. Ailments associated with long-term ex-
posure to cadmium include cancer, kidney problems and
weakened bones. 

The safety commission said that the level of cadmium
in the McDonald’s glasses was far lower than what it found
in the previously recalled jewelry and that consequently the
glasses represented a much lower risk. “Both C.P.S.C. and
McDonald’s are being highly protective of children in an-
nouncing this recall,” Mr. Wolfson said.

He said the level of cadmium in the glasses was “slight-
ly above” the level the agency was considering for its new
regulations. Tests indicated that small amounts of the metal
could wipe off onto the hand of someone holding the glasses,
although the agency refused to provide more specific re-
sults. 

Representative Jackie Speier, a California Democrat
who has sponsored legislation to increase regulation of cad-
mium in children’s jewelry, said the presence of the element
in the glasses was a significant concern. 

“I think I would be deeply troubled if a glass my child 

McDonald’s to Recall Glasses, Citing Cadmium
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Relatively low amounts of cadmium were
found in the paint on the Shrek glasses. 

By JAD MOUAWAD

Airlines have made great tech-
nological leaps in recent years, al-
lowing passengers to check in from
home or download boarding passes
on their smartphones. But if you’ve
ever been stranded at an airport
during a raging thunderstorm,
chances are you will end up standing in a long line watching a
gate agent typing furiously on an outdated computer. 

The airlines are still catching up with the technology
many of their customers already carry in their pockets.

That’s a problem for an industry whose core purpose is
customer service. Still, there is some hope for change. 

The carriers are finally recognizing that many of their
antiquated systems contribute to passenger frustrations.
They have begun developing hand-held devices, a little big-
ger than cellphones, that have much quicker access to airline
data and allow gate agents to assist passengers throughout
the terminal. 

In theory, gate agents with
these devices can anticipate the
need to rebook a flight after a
missed connection, instead of wait-
ing for passengers to ask. In the fu-
ture, new technology may allow
airlines to know if travelers are
stuck in traffic on their way to the

airport, thanks to GPS-enabled smartphones, or offer an ear-
lier flight if a traveler shows up with time to spare. 

Passengers traveling this summer will see only a
glimpse of the new technology, though it will be introduced at
airports over the next year or two. For now, the airlines re-
main dependent on computer systems first built a half centu-
ry ago that have been layered with updates upon updates —
“a spaghetti of networks,” as one analyst described it — that
do not always communicate well with one another, or with
passengers. 

So some airport screens may say a flight is on time, while

Continued on Page 7
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Jeanette Peoples, left, of American Airlines uses a hand-held device to help Andrew Bellaver at Dallas-Fort Worth Airport.
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So where were we?
Last November, when I took a

temporary powder, the subject du
jour — at least in this little corner
— was financial regulatory re-

form. Today, eight
months later
(ouch!), as I return
from my hiatus, the
subject du jour is fi-
nancial regulatory
reform.

Back then, the question was
whether Congress could muster
the votes to even pass a reform
bill. Health care dominated the
body politic. Financial lobbyists
were swarming. Senate Republi-
cans were doing their foot-drag-
ging thing. And so on.

Today, the question is a differ-
ent one. Very soon, possibly as
early as next week, House and
Senate conferees will begin meet-
ing to hammer out the compro-
mises necessary to turn the bills
they wound up passing in the in-
terim into something President
Obama can sign into law. There
are plenty of differences between
the House bill, which passed in
December, and the Senate ver-
sion that passed a few weeks ago,
and there will be lots to haggle
over in the conference commit-
tee. But broadly speaking,
they’re not that different. They
both contain a new consumer

protection agency, and they both
take the same general approach
to everything from systemic risk
to the ratings agencies.

And thus it’s not too early to
ask: Will the bill that emerges
from this conference do what it is
intended to do? Will it prevent
another crisis? Will it put an end
to government bailouts? The
painful answer is: probably not.

•
In the first place, there is noth-

ing even remotely radical about
anything in these bills. Nobody is
suggesting setting up a new Se-
curities and Exchange Commis-
sion, which reshaped Wall Street
regulation when it was formed in
1934. Nobody is talking about
breaking up banks the way they
did in the 1930s with the passage
of the Glass-Steagall Act. Nobody
is even talking about a wholesale
revamping of a regulatory sys-
tem that so clearly failed in this
crisis. “They are trying to attack
the symptoms, instead of the bas-
ic issues,” said Christopher Wha-
len, managing director of the In-
stitutional Risk Analyst. There is
something oh-so-reasonable
about these bills, as if Congress
was worried that they might do
something that would — heaven
forbid! — upset the banking in-
dustry. 

Credit derivatives? Banks will
still be able to trade them, and
peddle the most dangerous ones
without using an open exchange.
Credit rating agencies? Their
wings are barely clipped. The 
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There is nothing
remotely radical in
these bills.
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By CHRISTINE HAUSER

Stocks tumbled Friday in one of their sharp-
est declines this year, leaving the Dow Jones in-
dustrial average firmly below 10,000, as a disap-
pointing jobs report cast a pall over the nation’s
economic recovery.

New worries that the financial crisis in Eu-
rope may be spreading — this time, to Hungary
— added to investors’ anxiety. 

The sell-off was swift and brutal, with the
broad market losing roughly 3.4 percent. The
slide left major indexes in the red for the first
week of June. 

All 30 of the Dow Jones industrials fell, some
by more than 5 percent. After staying above
10,000 for days, the Dow Jones industrial average
fell 323.31 points, or 3.2 percent, to close at
9,931.97. The broader Standard & Poor’s 500-stock
index was down 37.95 points, or 3.44 percent, to
close at 1,064.88. Both ended the week 2 percent
lower, and are back to where they were in early
February. 

For days, investors had awaited the monthly
unemployment report from the Labor Depart-

ment to help them gauge the pace of the econom-
ic recovery. They were sorely disappointed: The
Labor Department’s report showed that the pri-
vate sector created a mere 41,000 jobs in April, far
short of expectations of 150,000 to 180,000.

And the number of long-term unemployed,
Americans out of work for 27 weeks or more, re-
mained at its highest level since the Labor De-
partment began collecting such data in the 1940s.

Adding to the unease were concerns that the
financial troubles in Europe, particularly in
Greece, Portugal and Spain, might be spreading
to Hungary, after the government there sent wor-
rying signals about its finances. 

Hungary’s currency, the forint, sank in val-
ue, as did the beleaguered euro, which weakened
to $1.1967 at the close in London, its lowest level
since March 2006. 

“That put all the weight on traders’ shoul-
ders,” said Guy LeBas, chief fixed income strat-
egist for Janney Montgomery Scott. “And they
collapsed.” The jobless numbers and the risk of 

Report on Jobs Dashes Investors’ Hopes, and Shares Tumble
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If you run up big credit card
bills buying a new home theater
system and can’t pay it off after a
few years, bankruptcy judges can
get rid of the debt. They may

even erase loans from a
casino. 

But if you borrow
money to get an educa-
tion and can’t afford the
loan payments after a
few years of underem-

ployment, that’s another matter
entirely. It’s nearly impossible to
get rid of the debt in bankruptcy
court, even if it’s a private loan
from for-profit lenders like Citi-
bank or the student loan special-
ist Sallie Mae. 

This part of the bankruptcy
law is little known outside educa-
tion circles, but ever since it went
into effect in 2005, it’s inspired
shock and often rage among
young adults who got in over
their heads. Today, they find
themselves in the same category
as people who can’t discharge
child support payments or crimi-
nal fines. 

Now, even Sallie Mae, tired of
being a punching bag for con-
sumer advocates and hoping to
avoid changes that would hurt its
business too severely, has agreed
that the law needs alteration.
Bills in the Senate and House of
Representatives would make the
rules for private loans less strict,
now that Congress has finished 
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By NICK BUNKLEY

DETROIT — A free sports car
for a Detroit Tigers baseball play-
er was not among the reasons the
government saved General Mo-
tors from financial collapse. Nor
was a year’s supply of diapers
and other gifts for a Minnesota
woman who gave birth behind
the wheel of a Chevrolet Cobalt.

General Motors has given
away both in recent weeks —
marketing ploys that would have
barely raised an eyebrow in the
past. But now that American tax-
payers collectively own a major-
ity of the carmaker, executives
are learning that there are more
than 300 million potential second-
guessers out there.

“Until G.M. has repaid the tax-
payers in full for the money they
have borrowed, every action that
G.M. takes should advance them
in that direction,” said Kurt Bar-
della, a spokesman for Repre-
sentative Darrell Issa, a Repub-
lican of California who is a visible
G.M. second-guesser.

Last month, Mr. Issa was
among a multitude of critics who
took issue with another G.M.
marketing effort — the running
of self-congratulatory advertise-
ments about having repaid a gov-
ernment loan. (Taxpayers still
own $2.1 billion in preferred stock
of G.M. and 61 percent of its com-
mon equity.)

So how did the Detroit pitcher, 

Luxury Car
As a Gift
Stuns a Few
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By WILLIAM NEUMAN

Could cadmium be the new lead? Some parents and
consumer advocates think so. 

Fears about cadmium exposure prompted McDonald’s
on Friday to announce a costly recall of 12 million promo-
tional drink glasses featuring cartoon characters from the
movie “Shrek Forever After.” The paint on the glasses,
which were sold for $2 each, contained traces of cadmium,
which can cause cancer and other ailments. 

The Consumer Products Safety Commission said that
the risk to children from the glasses was low. But the action
comes on the heels of three recalls this year of children’s
jewelry containing cadmium, including the recall in January
of 55,000 necklaces sold at Wal-Mart stores. 

Don Mays, senior director of product safety for Con-
sumer Reports, said cadmium was being used in some man-
ufactured goods to replace lead, which has been eliminated
from many products in response to heavy regulation and
widespread health concerns. Many of those goods were
once commonly associated with lead, like paint and inex-
pensive jewelry.

“We’re just starting to see this,” Mr. Mays said. “It’s
starting to creep into a lot of consumer products that never
had it before.”

But government regulation of cadmium in household
products has lagged. Federal rules currently set a maxi-

mum cadmium level only for toys. 
Scott Wolfson, a spokesman for the Consumer Products

Safety Commission, said the agency was now working to es-
tablish similar requirements for other products, like jew-
elry, where a child could be exposed to cadmium by sucking
or swallowing. Ailments associated with long-term ex-
posure to cadmium include cancer, kidney problems and
weakened bones. 

The safety commission said that the level of cadmium
in the McDonald’s glasses was far lower than what it found
in the previously recalled jewelry and that consequently the
glasses represented a much lower risk. “Both C.P.S.C. and
McDonald’s are being highly protective of children in an-
nouncing this recall,” Mr. Wolfson said.

He said the level of cadmium in the glasses was “slight-
ly above” the level the agency was considering for its new
regulations. Tests indicated that small amounts of the metal
could wipe off onto the hand of someone holding the glasses,
although the agency refused to provide more specific re-
sults. 

Representative Jackie Speier, a California Democrat
who has sponsored legislation to increase regulation of cad-
mium in children’s jewelry, said the presence of the element
in the glasses was a significant concern. 

“I think I would be deeply troubled if a glass my child 

McDonald’s to Recall Glasses, Citing Cadmium
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Relatively low amounts of cadmium were
found in the paint on the Shrek glasses. 

By JAD MOUAWAD

Airlines have made great tech-
nological leaps in recent years, al-
lowing passengers to check in from
home or download boarding passes
on their smartphones. But if you’ve
ever been stranded at an airport
during a raging thunderstorm,
chances are you will end up standing in a long line watching a
gate agent typing furiously on an outdated computer. 

The airlines are still catching up with the technology
many of their customers already carry in their pockets.

That’s a problem for an industry whose core purpose is
customer service. Still, there is some hope for change. 

The carriers are finally recognizing that many of their
antiquated systems contribute to passenger frustrations.
They have begun developing hand-held devices, a little big-
ger than cellphones, that have much quicker access to airline
data and allow gate agents to assist passengers throughout
the terminal. 

In theory, gate agents with
these devices can anticipate the
need to rebook a flight after a
missed connection, instead of wait-
ing for passengers to ask. In the fu-
ture, new technology may allow
airlines to know if travelers are
stuck in traffic on their way to the

airport, thanks to GPS-enabled smartphones, or offer an ear-
lier flight if a traveler shows up with time to spare. 

Passengers traveling this summer will see only a
glimpse of the new technology, though it will be introduced at
airports over the next year or two. For now, the airlines re-
main dependent on computer systems first built a half centu-
ry ago that have been layered with updates upon updates —
“a spaghetti of networks,” as one analyst described it — that
do not always communicate well with one another, or with
passengers. 

So some airport screens may say a flight is on time, while

Continued on Page 7
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Jeanette Peoples, left, of American Airlines uses a hand-held device to help Andrew Bellaver at Dallas-Fort Worth Airport.
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So where were we?
Last November, when I took a

temporary powder, the subject du
jour — at least in this little corner
— was financial regulatory re-

form. Today, eight
months later
(ouch!), as I return
from my hiatus, the
subject du jour is fi-
nancial regulatory
reform.

Back then, the question was
whether Congress could muster
the votes to even pass a reform
bill. Health care dominated the
body politic. Financial lobbyists
were swarming. Senate Republi-
cans were doing their foot-drag-
ging thing. And so on.

Today, the question is a differ-
ent one. Very soon, possibly as
early as next week, House and
Senate conferees will begin meet-
ing to hammer out the compro-
mises necessary to turn the bills
they wound up passing in the in-
terim into something President
Obama can sign into law. There
are plenty of differences between
the House bill, which passed in
December, and the Senate ver-
sion that passed a few weeks ago,
and there will be lots to haggle
over in the conference commit-
tee. But broadly speaking,
they’re not that different. They
both contain a new consumer

protection agency, and they both
take the same general approach
to everything from systemic risk
to the ratings agencies.

And thus it’s not too early to
ask: Will the bill that emerges
from this conference do what it is
intended to do? Will it prevent
another crisis? Will it put an end
to government bailouts? The
painful answer is: probably not.

•
In the first place, there is noth-

ing even remotely radical about
anything in these bills. Nobody is
suggesting setting up a new Se-
curities and Exchange Commis-
sion, which reshaped Wall Street
regulation when it was formed in
1934. Nobody is talking about
breaking up banks the way they
did in the 1930s with the passage
of the Glass-Steagall Act. Nobody
is even talking about a wholesale
revamping of a regulatory sys-
tem that so clearly failed in this
crisis. “They are trying to attack
the symptoms, instead of the bas-
ic issues,” said Christopher Wha-
len, managing director of the In-
stitutional Risk Analyst. There is
something oh-so-reasonable
about these bills, as if Congress
was worried that they might do
something that would — heaven
forbid! — upset the banking in-
dustry. 

Credit derivatives? Banks will
still be able to trade them, and
peddle the most dangerous ones
without using an open exchange.
Credit rating agencies? Their
wings are barely clipped. The 
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By CHRISTINE HAUSER

Stocks tumbled Friday in one of their sharp-
est declines this year, leaving the Dow Jones in-
dustrial average firmly below 10,000, as a disap-
pointing jobs report cast a pall over the nation’s
economic recovery.

New worries that the financial crisis in Eu-
rope may be spreading — this time, to Hungary
— added to investors’ anxiety. 

The sell-off was swift and brutal, with the
broad market losing roughly 3.4 percent. The
slide left major indexes in the red for the first
week of June. 

All 30 of the Dow Jones industrials fell, some
by more than 5 percent. After staying above
10,000 for days, the Dow Jones industrial average
fell 323.31 points, or 3.2 percent, to close at
9,931.97. The broader Standard & Poor’s 500-stock
index was down 37.95 points, or 3.44 percent, to
close at 1,064.88. Both ended the week 2 percent
lower, and are back to where they were in early
February. 

For days, investors had awaited the monthly
unemployment report from the Labor Depart-

ment to help them gauge the pace of the econom-
ic recovery. They were sorely disappointed: The
Labor Department’s report showed that the pri-
vate sector created a mere 41,000 jobs in April, far
short of expectations of 150,000 to 180,000.

And the number of long-term unemployed,
Americans out of work for 27 weeks or more, re-
mained at its highest level since the Labor De-
partment began collecting such data in the 1940s.

Adding to the unease were concerns that the
financial troubles in Europe, particularly in
Greece, Portugal and Spain, might be spreading
to Hungary, after the government there sent wor-
rying signals about its finances. 

Hungary’s currency, the forint, sank in val-
ue, as did the beleaguered euro, which weakened
to $1.1967 at the close in London, its lowest level
since March 2006. 

“That put all the weight on traders’ shoul-
ders,” said Guy LeBas, chief fixed income strat-
egist for Janney Montgomery Scott. “And they
collapsed.” The jobless numbers and the risk of 

Report on Jobs Dashes Investors’ Hopes, and Shares Tumble
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If you run up big credit card
bills buying a new home theater
system and can’t pay it off after a
few years, bankruptcy judges can
get rid of the debt. They may

even erase loans from a
casino. 

But if you borrow
money to get an educa-
tion and can’t afford the
loan payments after a
few years of underem-

ployment, that’s another matter
entirely. It’s nearly impossible to
get rid of the debt in bankruptcy
court, even if it’s a private loan
from for-profit lenders like Citi-
bank or the student loan special-
ist Sallie Mae. 

This part of the bankruptcy
law is little known outside educa-
tion circles, but ever since it went
into effect in 2005, it’s inspired
shock and often rage among
young adults who got in over
their heads. Today, they find
themselves in the same category
as people who can’t discharge
child support payments or crimi-
nal fines. 

Now, even Sallie Mae, tired of
being a punching bag for con-
sumer advocates and hoping to
avoid changes that would hurt its
business too severely, has agreed
that the law needs alteration.
Bills in the Senate and House of
Representatives would make the
rules for private loans less strict,
now that Congress has finished 
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By NICK BUNKLEY

DETROIT — A free sports car
for a Detroit Tigers baseball play-
er was not among the reasons the
government saved General Mo-
tors from financial collapse. Nor
was a year’s supply of diapers
and other gifts for a Minnesota
woman who gave birth behind
the wheel of a Chevrolet Cobalt.

General Motors has given
away both in recent weeks —
marketing ploys that would have
barely raised an eyebrow in the
past. But now that American tax-
payers collectively own a major-
ity of the carmaker, executives
are learning that there are more
than 300 million potential second-
guessers out there.

“Until G.M. has repaid the tax-
payers in full for the money they
have borrowed, every action that
G.M. takes should advance them
in that direction,” said Kurt Bar-
della, a spokesman for Repre-
sentative Darrell Issa, a Repub-
lican of California who is a visible
G.M. second-guesser.

Last month, Mr. Issa was
among a multitude of critics who
took issue with another G.M.
marketing effort — the running
of self-congratulatory advertise-
ments about having repaid a gov-
ernment loan. (Taxpayers still
own $2.1 billion in preferred stock
of G.M. and 61 percent of its com-
mon equity.)

So how did the Detroit pitcher, 
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By WILLIAM NEUMAN

Could cadmium be the new lead? Some parents and
consumer advocates think so. 

Fears about cadmium exposure prompted McDonald’s
on Friday to announce a costly recall of 12 million promo-
tional drink glasses featuring cartoon characters from the
movie “Shrek Forever After.” The paint on the glasses,
which were sold for $2 each, contained traces of cadmium,
which can cause cancer and other ailments. 

The Consumer Products Safety Commission said that
the risk to children from the glasses was low. But the action
comes on the heels of three recalls this year of children’s
jewelry containing cadmium, including the recall in January
of 55,000 necklaces sold at Wal-Mart stores. 

Don Mays, senior director of product safety for Con-
sumer Reports, said cadmium was being used in some man-
ufactured goods to replace lead, which has been eliminated
from many products in response to heavy regulation and
widespread health concerns. Many of those goods were
once commonly associated with lead, like paint and inex-
pensive jewelry.

“We’re just starting to see this,” Mr. Mays said. “It’s
starting to creep into a lot of consumer products that never
had it before.”

But government regulation of cadmium in household
products has lagged. Federal rules currently set a maxi-

mum cadmium level only for toys. 
Scott Wolfson, a spokesman for the Consumer Products

Safety Commission, said the agency was now working to es-
tablish similar requirements for other products, like jew-
elry, where a child could be exposed to cadmium by sucking
or swallowing. Ailments associated with long-term ex-
posure to cadmium include cancer, kidney problems and
weakened bones. 

The safety commission said that the level of cadmium
in the McDonald’s glasses was far lower than what it found
in the previously recalled jewelry and that consequently the
glasses represented a much lower risk. “Both C.P.S.C. and
McDonald’s are being highly protective of children in an-
nouncing this recall,” Mr. Wolfson said.

He said the level of cadmium in the glasses was “slight-
ly above” the level the agency was considering for its new
regulations. Tests indicated that small amounts of the metal
could wipe off onto the hand of someone holding the glasses,
although the agency refused to provide more specific re-
sults. 

Representative Jackie Speier, a California Democrat
who has sponsored legislation to increase regulation of cad-
mium in children’s jewelry, said the presence of the element
in the glasses was a significant concern. 

“I think I would be deeply troubled if a glass my child 

McDonald’s to Recall Glasses, Citing Cadmium
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Relatively low amounts of cadmium were
found in the paint on the Shrek glasses. 

By JAD MOUAWAD

Airlines have made great tech-
nological leaps in recent years, al-
lowing passengers to check in from
home or download boarding passes
on their smartphones. But if you’ve
ever been stranded at an airport
during a raging thunderstorm,
chances are you will end up standing in a long line watching a
gate agent typing furiously on an outdated computer. 

The airlines are still catching up with the technology
many of their customers already carry in their pockets.

That’s a problem for an industry whose core purpose is
customer service. Still, there is some hope for change. 

The carriers are finally recognizing that many of their
antiquated systems contribute to passenger frustrations.
They have begun developing hand-held devices, a little big-
ger than cellphones, that have much quicker access to airline
data and allow gate agents to assist passengers throughout
the terminal. 

In theory, gate agents with
these devices can anticipate the
need to rebook a flight after a
missed connection, instead of wait-
ing for passengers to ask. In the fu-
ture, new technology may allow
airlines to know if travelers are
stuck in traffic on their way to the

airport, thanks to GPS-enabled smartphones, or offer an ear-
lier flight if a traveler shows up with time to spare. 

Passengers traveling this summer will see only a
glimpse of the new technology, though it will be introduced at
airports over the next year or two. For now, the airlines re-
main dependent on computer systems first built a half centu-
ry ago that have been layered with updates upon updates —
“a spaghetti of networks,” as one analyst described it — that
do not always communicate well with one another, or with
passengers. 

So some airport screens may say a flight is on time, while
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Jeanette Peoples, left, of American Airlines uses a hand-held device to help Andrew Bellaver at Dallas-Fort Worth Airport.
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When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney

ONLINE: BLENDED FAMILIES

The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada

SEAN GALLUP/GETTY IMAGES

Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.
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When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney

ONLINE: BLENDED FAMILIES

The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada

SEAN GALLUP/GETTY IMAGES

Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.
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When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney
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The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada

SEAN GALLUP/GETTY IMAGES

Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.
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When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney

ONLINE: BLENDED FAMILIES

The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada

SEAN GALLUP/GETTY IMAGES

Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.
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When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney

ONLINE: BLENDED FAMILIES

The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada
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Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.
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When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney
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The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada

SEAN GALLUP/GETTY IMAGES

Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.
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When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney

ONLINE: BLENDED FAMILIES

The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada

SEAN GALLUP/GETTY IMAGES

Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.
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When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney
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The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada

SEAN GALLUP/GETTY IMAGES

Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.

B6 N THE NEW YORK TIMES, SATURDAY, JUNE 5, 2010

Commercial Auction
Non Performing Notes

OfficeBuilding
Rochester – 51ksqft

Auction Starts: 6/21
DozensMore

ViewFullDetails

www.Auction.com
REDCBrkr109901870

6thAVE, #1026 Corner 39thST
1800sf, largewindows,highceilings, ide-
al for photoorpaint studio, NO FEE
Falconproperties.com 212-302-3000

38STW. ,#325����   OFF8thAVE
500, 700, 1400 sf.Totally reno ofcs.

New elevs. 24-hr Drmn. Internetaccess
falconproperties.com     212-302-3000

Madison/48th 11 insideoffices
Full floor identity, 3,300 sq.ft. Suitable for
accounting, legalormedicaloffices.

212-926-2500ornlluk@aol.com

39thSt. off 6thAve.
All usesconsidered

1,000 sf store for rent, NO FEE
falconproperties.com     212-302-3000

CENTRALQUEENS-For Lease
8000SF -Drive-In& Int.TailbrdLoading,

Spklr,HiCeil. 15KYardAvail
718-739-3550www.DorfAssociates.com

Offices−Manhattan 105

RETAIL
SPACE

(200)

Manhattan 205

COMMERCIAL &
INDUSTRIAL
PROPERTIES

(300)

Queens 327

INVESTMENT
PROPERTIES

(600)

Investment Properties
Other Areas 605

Nxxx,2010-06-05,B,006,Bs-BW,E1

When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney

ONLINE: BLENDED FAMILIES

The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada

SEAN GALLUP/GETTY IMAGES

Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.
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When couples divorce and
take new partners, they and

their families can face a thicket of
financial and emotional issues.
Wealth Matters, by Paul Sullivan.
nytimes.com/yourmoney
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The Most Euros for Your Dollar
While researching hotels for a

recent trip to Italy, I found that
several places offered discounts
if you paid in cash. They were
mostly smaller hotels, and they
offered discounts of about 6 per-
cent to 10 percent, on average.
The savings aren’t enormous by
any means — but they can easily
add up to the cost of a nice din-
ner.

“I find that anywhere in Eu-
rope, small hotels, guest houses,
and B&B’s often prefer cash,”
said Rick Steves, the travel ex-
pert.

Getting the cash, however, can
be a challenge. A.T.M.’s are gen-
erally the most cost-effective way
to retrieve cash, but the Italian
A.T.M.’s I used would dispense
only up to 250 euros (or around
$300) a transaction, at a cost of
about $9 a pop. That wasn’t near-
ly enough to cover the entire bill
for our hotel in Venice and would
have required multiple trips to
the A.T.M. 

We could have converted our
dollars at home, but it probably
would have ended up costing
more. Citibank, for instance, of-
fers a service for customers
called World Wallet, which deliv-
ers the currency to your door or
branch. The exchange rate, how-
ever, is poor. The bank charges
about a 6 percent premium above
the market rate. 

If you pull cash out of a foreign
A.T.M., you’ll pay much less —
generally, a 3 percent transaction

fee, and only a small markup
from the market’s exchange rate. 

So even though the hotels were
offering discounts of about 6 per-
cent, half of my savings would
have been erased by fees. I could
have done much better if I
banked with Capital One, which
charges a flat $1.50 on withdraw-
als at foreign A.T.M.’s.

To keep those pesky fees to a
minimum, start by contacting
your bank and credit card compa-
ny before you leave and ask them
the following:

What kind of foreign transac-
tion fees will I pay (on A.T.M.
withdrawals and credit cards)?
Some savings and checking ac-
count holders, like Citigold and
HSBC Premier customers, won’t
pay any fees, including the 3 per-
cent foreign-exchange fee.

Will using certain A.T.M.’s save
me money? Some banks have for-
eign partners that won’t levy ex-
tra charges for using their A.T.M. 

How much can I withdraw from
my debit/A.T.M. card each day?
Your bank may limit daily with-
drawals from your debit/A.T.M.
card, though you can ask to have
the limit raised. Just know that
those limits may be overridden
by the foreign A.T.M.’s limits. 

Another tactic is to get a better
credit card. Many card issuers
charge as much as 3 percent for
each transaction. Capital One
cards waive all foreign transac-
tion fees.

TARA SIEGEL BERNARD

A Trick to Earn 
More Interest
In response to my colleague

Tara Siegel Bernard’s recent
post on the best places to store
down payment money for a
home, a reader commented with
a tip that we thought was worth
sharing.

Here is the suggestion from
the reader, 3 Munchkins of New
York: “Ally Bank has had the
best F.D.I.C.-insured product out
there for months. Get a 60-
month C.D. that pays just under
3 percent. Cancel anytime and
pay penalty equal to 2 months of
interest. Do the math; you’re
still better off than earning 1 per-
cent in a 1-year C.D.”

We confirmed with Ally Bank,
a unit of Ally Financial, formerly
G.M.A.C., that its 60-month cer-
tificate of deposit has a 2.99 an-
nual percentage yield. In addi-
tion, Ally confirmed that if the
customer decided to pull money
out before the certificate of de-
posit matured, the early with-
drawal penalty was equal to two
months — or 60 days — of inter-
est. There also are no minimum
investments and no special re-
quirements for this product.

We then compared putting
$50,000 for a year into this ac-
count and then withdrawing it
after a year with putting the
money into a one-year C.D. with
a 1.5 percent annual percentage
yield, about the best rate we
found on Bankrate.com on
Wednesday. Here is what we
found out.

Based on our calculation, us-
ing a 2.99 percent annual per-
centage yield, $50,000 would
earn $1,495 after a year in the
five-year C.D. Then, assuming a
penalty calculated at 2.95 per-
cent simple interest for two
months, there would be a $246
penalty. After the penalty, our
$50,000 would earn a $1,249, or
essentially about 2.5 percent.

In comparison, $50,000 put
into a one-year C.D. with a 1.5
percent annual yield would earn
$750. The difference between the
two options is $499, or approxi-
mately 1 percent.

As for whether the bank has a
problem with this suggestion, an
Ally spokeswoman, Travis Par-
man, said early withdrawal “is
not the intention of a longer ma-

turity product.” He also pointed
out that Ally has a range of prod-
ucts at various lengths of maturi-
ty “that customers can use to
manage their money in a way
that best fits their needs.”

As for whether the bank would
raise the penalty to more than
two months if enough people did
this, he said the question was too
speculative “so we really can’t
respond to that,” adding that the
bank hasn’t “seen any anomalies
with this product being broken
prior to maturity.”

JENNIFER SARANOW SCHULTZ

COMMENT Ally Financial/
G.M.A.C. have already been
bailed out three times. Your tax
dollars are paying this high inter-
est rate to try and draw in cash to
avoid paying for a fourth bailout.

— Tony, Atlanta

Incentives
To Save More
The asset manager TIAA-

CREF recently began a competi-
tion on Facebook called “Raise
the Rate,” asking for ideas on
how to get people to save more
money. Here are some ideas from
Bucks readers on that question. 

Stop taxing interest under
$1,000. — Sandy, Brooklyn

Change the U.S. government’s
treatment of taxing interest as
“ordinary income” on your fed-
eral income tax — perhaps simi-
lar to the way capital gains are
taxed. — Paul Pascel, St. Augus-
tine, Fla. 

This is a no-brainer. Reduce
taxes on savings, raise them on
consumption. — jacklreed, Palm
Harbor, Fla. 

There is also the idea of man-
dated savings, by (pre-tax) pay-
roll deduction for every employee,
in limited and specified percent-
ages of pay, with two accounts,
one short and one long term (sep-
arate, and in addition to, Social
Security); both to be tax-free, in-
vested and managed by the gov-
ernment. — Hanrod, Orange
County, Calif. 

Obviously you aren’t going to
get many quality responses here
because, duh, people want to win
the contest. — Mike T., Nevada

SEAN GALLUP/GETTY IMAGES

Obtaining euros while traveling in Europe can be expensive.

the job of getting banks out of the
business of originating federal
student loans.

With this latest initiative, how-
ever, lawmakers face a question
that’s less about banking than it is
about social policy or political cal-
culation. At a time when voters
are furious at their neighbors for
getting themselves into mortgage
trouble, do legislators really want
to change the bankruptcy laws so
that even more people can walk
away from their debts?

There are two main types of
student loans. Under the pro-
posed changes, borrowers would
remain on the hook for federal
loans, like Stafford and Perkins
loans, as they have been for many
years. To most people, this seems
fair because the federal govern-
ment (and ultimately taxpayers)
stand behind these loans. There
are also many payment plans and
even forgiveness programs for
some borrowers.

In 2005, however, Congress
made the bankruptcy rules the
same for the second kind of debt,
private loans underwritten by
profit-making banks. These have
no government guarantees and
come with fewer repayment op-
tions. Undergraduates can also
borrow much more than they can
with federal loans, making trou-
ble more likely. 

Destitute borrowers can still
discharge student loan debt if
they experience “undue hard-
ship.” But that condition is nearly
impossible to prove, absent a se-
vere disability. 

Meanwhile, the volume of pri-
vate loans, which are most popu-
lar among students attending
profit-making schools, has grown
rapidly in the last two decades as
students have tried to close the
gap between the rising price of tu-
ition and what they can afford. In
the 2007-8 school year, the latest
period for which good data is
available, about one third of all re-
cipients of bachelor’s degrees had
used a private loan at some point
before they graduated, according
to College Board research. 

Tightening credit caused total
private loan volume to fall by
about half to roughly $11 billion in
the 2008-9 school year, according
to the College Board. Tim Ranzet-
ta, founder of Student Lending
Analytics, figures it fell an addi-
tional 24 percent this last academ-
ic year, though his estimate
doesn’t include some state-based
nonprofit lenders. 

There is no strong evidence
that young adults would line up at
bankruptcy court in the event of a
change. That gives Democrats
and university groups hope that
Congress could succeed in mak-
ing the laws less strict. 

In Congressional hearings on
the efforts to change the rule, last
year and then in April, no lender
was present to make the case for
the status quo. Instead, it fell to
lawyers and financiers who work
for them. They made the follow-
ing points.

BANKRUPTCIES WOULD RISE At
the April hearing, John Hupalo,
managing director for student
loans at Samuel A. Ramirez and
Company, made the most obvious
case against any change. “With
no assets to lose, an education in
hand, why not discharge the loan
without ever making a payment
to the lender?” he said.

Once you set aside this ques-
tionable presumption of mendaci-
ty among the young, there are ac-
tually plenty of practical reasons
why not. “People don’t like to go
through bankruptcy,” said Repre-
sentative Steve Cohen, Democrat
of Tennessee, who introduced the
House bill that would change the
rules. “It’s not like going to get a
milkshake.”

Andy Winchell, a bankruptcy
lawyer in Summit, N.J., likens stu-
dent loan debt to tattoos: They’re
easy to get, people tend to get
them when they’re young, and

they’re awfully hard to get rid of. 
And he would remind clients of

a couple of things. First, you gen-
erally can’t make another bank-
ruptcy filing and discharge more
debt for many years. So if you, in

essence, cry wolf with a filing to
erase your student loans, you’ll
be in a real bind if you then face
crushing medical debt two years
later. 

Then there’s the damage to
your credit report. While it
doesn’t remain there forever, the
blemish can have an enormous

impact on young people trying to
establish themselves with an em-
ployer or buy a home. 

Finally, you’re going to have to
persuade a lawyer to take your
case. And if it seems that you’re
simply shirking your obligations,
many lawyers will kick you out of
their offices. “It’s not easy to find
a dishonest bankruptcy attorney
who is going to risk their license
to practice law on a case they
don’t believe in,” Mr. Winchell
said. 

Sallie Mae can live with a
change, so long as there’s a wait-
ing period before anyone can try
to discharge the debts. “Sallie
Mae continues to support reform
that would allow federal and pri-
vate student loans to be dis-
chargeable in bankruptcy for
those who have made a good-
faith effort to repay their student
loans over a five-to-seven-year
period and still experience finan-
cial difficulty,” the company said
in a prepared statement. 

While there is no waiting peri-
od in either of the current bills,
Mr. Cohen said he could live with
one if that’s what it took to get a
bill through Congress. “Philoso-
phy and policy can get you on the
Rachel Maddow show, but what
you want to do is pass legislation
and affect people’s lives,” he said,
referring to the host of an
MSNBC news program. 

BANKS WOULDN’T LEND ANY-
MORE Private student loans are
an unusual line of business, given
that lenders hand over money to
students who might not finish
their studies and have uncertain
earning prospects even if they do
get a degree. “Borrowers are not
creditworthy to begin with, al-
most by definition,” Mr. Hupalo
said in an interview this week. 

But banks that have stayed in
the business (and others, like
credit unions, that have entered
recently) have made adjust-
ments that will probably protect
them far more than any alter-
ation in the bankruptcy laws will
hurt. For instance, it’s become
much harder to get many private
loans without a co-signer. That
means lenders have two adults
on the hook for repayment in-
stead of just one. 

BORROWING COSTS WOULD RISE
They probably would rise a bit, at
least at first as lenders assume
the worst (especially if Congress
applies any change to outstand-
ing loans instead of limiting it to
future ones). But this might not
be such a bad thing.

Private loans exist because the
cost of college is often so much
higher than what undergradu-
ates can borrow through federal
loans, which have annual limits.
Some lenders may be predatory
and many borrowers are irre-
sponsible, but this debate would
be much less loud if tuition were
not rising so quickly.

So if loans cost more and lend-
ers underwrite fewer of them,
people will have less money to
spend on their education. Some
fly-by-night profit-making
schools might cease to exist, and
all but the most popular private
nonprofit universities might fi-
nally be forced to reckon with
their costs and course offerings. 

Prices might come down. And
young adults just getting started
in life might be less likely to face
a nasty choice between decades
of oppressive debt payments and
visiting a bankruptcy judge be-
fore starting an entry-level job. 

Student Debt and a Push for Fairness

JOSH ANDERSON FOR THE NEW YORK TIMES

Representative Steve Cohen of Tennessee introduced a bill that
would ease the bankruptcy laws that govern student debt. 

LAUREN VICTORIA BURKE/ASSOCIATED PRESS

Senator Richard Durbin also backed the bill, which would treat
privately issued student loans like other debt in bankruptcy. 

If the law is changed,
would students walk
away from debt?

From First Business Page

By BETTINA WASSENER

HONG KONG — Morgan Stan-
ley announced on Friday that
Stephen Roach, the chairman of
the bank’s Asia operations and
one of the region’s most promi-
nent economists, would relocate
from Hong Kong to New York, in
part to take up a teaching posi-
tion at Yale University. 

Mr. Roach, who has spent the
last three years in Hong Kong,
will remain with Morgan Stanley
and assume the role of nonexecu-
tive chairman of Asia on July 1.
He will return to the region about
once a month to work with Mor-
gan Stanley clients, government
policy makers and regulators. 

A prolific writer and speaker,
Mr. Roach has become recog-
nized as a highly influential ex-
pert on global imbalances and on
Asia’s growing role in the world. 

At Yale, he will teach upper-
level undergraduates and gradu-
ate students, with a focus on Asia
macroeconomic policy, Morgan
Stanley said in a statement. Be-
ginning this autumn, his first
course, “The Next China,” will fo-
cus on the Chinese economy.

“While Steve has made the de-
cision to return to the U.S. and
join the faculty at Yale, we are de-
lighted he will also remain with
the firm,” the chief executive of
Morgan Stanley, James P. Gor-
man, said in the statement.

“After spending 28 years at
Morgan Stanley, the last three of
them in Asia, I wanted to spread
my wings a bit,” Mr. Roach said
in an interview. “There are a lot
of misperceptions in the United

States about Asia, and about Chi-
na in particular, and I hope to be
able to help open up the debate a
bit.” 

“We are very pleased that in
his new role he will continue to be
an active contributor to the firm’s
success in the region,” Owen D.
Thomas, the chief executive of
Morgan Stanley Asia, said in a
statement. “During his three
years based in Hong Kong, Steve
has further cemented his rep-
utation as a clear and original
thinker, commentator and com-
municator on the world’s major
macro themes.” 

Morgan Stanley did not name a
successor. 

Morgan Stanley’s Asia Chief
To Take Teaching Post at Yale

DANIEL ACKER/BLOOMBERG NEWS

Stephen Roach’s teaching fo-
cus at Yale will be on macro-
economic policy in Asia.
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For something that seems so
simple and straightforward, “net
neutrality” has sure created one
big mess.

Net neutrality, of course, is the
principle that Internet service

providers should not
be allowed to favor
some Internet con-
tent over other con-
tent by delivering it
faster.

Really, who could
be against such a thing? Presi-
dent Obama came out for net
neutrality during his presidential
campaign. Julius Genachowski,
his former law review colleague
and basketball buddy, who
helped him arrive at that cam-
paign position, is now the chair-
man of the Federal Communica-
tion Commission.

Right-thinking public interest
groups, like Public Knowledge
(“Fighting for your digital rights
in Washington”) are fierce, un-
yielding proponents of net neu-
trality, viewing its goodness as
obvious. Google professes to be a
champion of net neutrality. So
does Skype. Even the Internet
service providers say they favor
it. 

And yet, here we are, a year
and a half into the Obama presi-
dency, and net neutrality is no
closer to being encoded in federal
regulation than it was when
George W. Bush was president.
Just this week, the F.C.C. asked
for comments on two of the is-
sues surrounding net neutrality,
issues that have been hashed
over for months. It was an obvi-
ous effort to push any decision
beyond the midterm elections. 

The F.C.C.’s punt doesn’t begin
to get at the turmoil. When Goo-

gle and Verizon, a month ago, put
together a well-meaning proposal
for enforceable net neutrality
rules, the two companies were
vilified by the net neutrality pur-
ists — because they wanted to
exempt wireless. “There was uni-
versal condemnation of Google
for abandoning its ‘don’t be evil’
ethos,” said Art Brodsky, the
chief spokesman for Public
Knowledge — the very group
that was leading said condemna-
tion. 

In the wake of the Google-Veri-
zon announcement, the F.C.C.
abruptly called off talks among
the various parties aimed at com-
ing up with net neutrality rules.
The talks have since been re-
started, more or less, though
without the involvement of the
F.C.C. Yet even if the talks suc-
ceed, the resulting framework
wouldn’t have the force of law, so
it is hard to know precisely what
they would accomplish. 

And last but not least: thanks
to a court decision in March — a
decision that resulted directly
from the F.C.C.’s effort to punish
one big Internet service provider,
Comcast, for violating the princi-
ple of net neutrality — the agen-
cy’s very authority to regulate
broadband is in doubt.

Surely, this has to rank as the
Mother of All Unintended Conse-
quences: there is an outside
chance that in its zeal to make
net neutrality the law of the land, 
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By CLIFFORD KRAUSS 
and JOHN M. BRODER

For decades, thousands of oil and
gas platforms have operated quietly
in the shallower waters of the Gulf of
Mexico, largely forgotten by the
public and government regulators.

But just as the BP disaster in April
brought new scrutiny to the dangers
of drilling in the deepest waters of
the gulf, Thursday’s fire aboard a
platform owned by Mariner Energy
could well drag the shallow-water
drillers into the spotlight’s glare.

The Bureau of Ocean Energy
Management, Regulation and En-
forcement, the new agency responsi-
ble for overseeing offshore oil and
gas development, said Friday that it
was investigating the cause of the
Mariner fire, which forced the 13
crew members to jump overboard
and rattled nerves in a region that
was still coping with the effects of
the Deepwater Horizon disaster.

Members of Congress expressed
alarm about the accident, with some
saying it was proof that drilling laws
needed to be tightened. And even in-
dustry executives said it was likely
the fire would toughen the already
difficult regulatory climate for gulf
drilling after the Deepwater Horizon

said Michael R. Bromwich, head of
the bureau, which replaced the dis-
credited Minerals Management
Service after the BP disaster.

Mr. Bromwich has been carefully
reviewing shallow-water drilling as
he draws up new regulations gov

explosion killed 11 people and caused
the largest maritime oil spill in
American history.

“We will use all available re-
sources to find out what happened,
how it happened and what enforce-
ment action should be taken if any
laws or regulations were violated,”

Spotlight Shifts to Shallow-Water Wells

Continued on Page 4

WHERE THE PLATFORMS ARE

Source: Bureau of Ocean Energy Management, Regulation and Enforcement THE NEW YORK TIMES

IN WATER LESS THAN 1,000 FEET DEEP

IN WATER LESS THAN 500 FEET DEEP

DEEP WATER, 500 FEET OR MORE

DEEP WATER, 1,000 FEET OR MORE

While most of the 
oil production in 
the Gulf of Mexico 
is from operations 
in water deeper 
than 1,000 feet . . .
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By ANDREW POLLACK

A salmon genetically engineered to grow quickly
is safe to eat and poses little risk to the environment,
the Food and Drug Administration said Friday.

The assessment makes it more likely that the fish
will become the first genetically modified animal to
enter the American food supply. 

Food from the salmon “is as safe as food from con-
ventional Atlantic salmon,” the F.D.A. said in its
analysis, which was posted on its Web site Friday.
“There is a reasonable certainty of no harm from
consumption of food from this animal.” 

The salmon can grow to market size in 16 to 18
months instead of the 30 required for a regular
farmed Atlantic salmon, according to its developer,
AquaBounty Technologies of Waltham, Mass. 

AquaBounty has been trying for years to win ap-
proval for the salmon, a goal that now appears with-
in reach. The analysis by the F.D.A. staff was in
preparation for three days of public meetings on the
salmon that will start on Sept. 19. 

The F.D.A. is expected to make a final decision on
approval in the weeks after the meetings. The com-
pany has said it will take two to three years after ap-
proval for the fish to reach American supermarkets. 

A coalition of 31 consumer, animal welfare, envi-
ronmental and fisheries groups announced opposi-
tion to the approval last week, citing, in particular,

Modified Salmon 
Is Safe, F.D.A. Says

Continued on Page 2

Nobody likes unpleasant surprises, but
when Allison Brooke Eastman’s fiancé found
out four months ago just how high her stu-
dent loan debt was, he had a particularly
strong reaction: he broke off the engage-

ment within three days. 
Ms. Eastman said she had told

him early on in their relationship
that she had over $100,000 of debt.
But, she said, even she didn’t know
what the true balance was; like a
car buyer who focuses on only the

monthly payment, she wrote 12 checks a
year for about $1,100 each, the minimum pos-
sible. She didn’t focus on the bottom line, she
said, because it was so profoundly depress-
ing.

But as the couple got closer to their wed-
ding day, she took out all the paperwork and

lier than you’d disclose, say, a chronic ill-
ness?

Even if disclosure doesn’t render you un-
marriageable, tricky questions linger. If one
person brings a huge debt to a relationship,
who is ultimately responsible for making
good on the obligation? And if it’s $170,000,
isn’t the more solvent partner going to re-
sent that debt over time no matter how early
the disclosure comes? After all, it will pro-
foundly affect every financial decision, from
buying a home to how many children to
have.

These were the questions that weighed on
Kerrie Tidwell. A third-year student at the
Medical College of Georgia and an aspiring
emergency room doctor, she doesn’t worry 

it became clear that her total debt was actu-
ally about $170,000. “He accused me of ly-
ing,” said Ms. Eastman, 31, a San Francisco
X-ray technician and part-time photogra-
pher who had run up much of the balance
studying for a bachelor’s degree in photog-
raphy. “But if I was lying, I was lying to my-
self, not to him. I didn’t really want to know
the full amount.”

At a time when even people with no grad-
uate degrees, like Ms. Eastman, often end up
six figures in the hole and people getting
married for the second time have loads of
debt from their earlier lives, it should come
as no surprise that debt can bust up engage-
ments. Even when couples disclose their
debt in detail, it poses a series of challenges. 

When, exactly, are you supposed to reveal
a debt of this size during the courtship? Ear-

TAMI CHAPPELL FOR THE NEW YORK TIMES

Kerrie Tidwell, a medical student facing $250,000 in school debt,
is trying to figure out how to manage that debt with her boyfriend. 

What Love Joins Together, Debt Can Put Asunder
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By ROBIN SHULMAN

Robert Ambrosi sweeps into the restaurant kitch-
en, past sizzling chicken and buttery mashed pota-
toes, and goes straight for the knives — carving
knives and chef’s knives, paring knives and fillet
knives, all made dull by clashes with flesh and bone.
He picks them up and replaces them with identical
twins. 

“Any other knives here?” calls Mr. Ambrosi, a 54-
year-old scion of a knife-sharpening clan that has
spread from a valley in northern Italy to grind-
stones in cities across North America.

Mr. Ambrosi runs Ambrosi Cutlery with his two
sons, Mark, 29, and Jason, 26. Their system is typical
of their trade: they rent double sets of knives to
meatpackers, butchers, deli workers, restaurant
cooks and chefs so that one set is always in use

while the other is in the shop being sharpened.
Every week, the company visits more than 800 cli-

ents and collects more than 8,000 knives to be re-
placed with freshly sharpened blades. The service
costs $2.50 to $3.50 per knife.

The business started servicing mainly butchers
and meatpackers, in territories handed down from
father to son. To preserve the business for his chil-
dren, Mr. Ambrosi expanded it to restaurants and
even Yankee Stadium, in some cases deviating from
long-held tradition. Many cooks and chefs take per-
sonal pride in their knives and their ability to main-
tain them, and would hesitate to release them to
anyone else’s care. But sharpening a knife takes
time and skill — and not every chef has both. 

A badly sharpened blade “goes flat, and you can 

PHOTOGRAPHS BY MICHAEL FALCO FOR THE NEW YORK TIMES 

Venerable Craft, Modern Practitioner

Ambrosi Cutlery, top, in Mahopac, N.Y., rents
knives to businesses and keeps them sharp.
Robert Ambrosi, above, at work on a cleaver. Continued on Page 2
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For something that seems so
simple and straightforward, “net
neutrality” has sure created one
big mess.

Net neutrality, of course, is the
principle that Internet service

providers should not
be allowed to favor
some Internet con-
tent over other con-
tent by delivering it
faster.

Really, who could
be against such a thing? Presi-
dent Obama came out for net
neutrality during his presidential
campaign. Julius Genachowski,
his former law review colleague
and basketball buddy, who
helped him arrive at that cam-
paign position, is now the chair-
man of the Federal Communica-
tion Commission.

Right-thinking public interest
groups, like Public Knowledge
(“Fighting for your digital rights
in Washington”) are fierce, un-
yielding proponents of net neu-
trality, viewing its goodness as
obvious. Google professes to be a
champion of net neutrality. So
does Skype. Even the Internet
service providers say they favor
it. 

And yet, here we are, a year
and a half into the Obama presi-
dency, and net neutrality is no
closer to being encoded in federal
regulation than it was when
George W. Bush was president.
Just this week, the F.C.C. asked
for comments on two of the is-
sues surrounding net neutrality,
issues that have been hashed
over for months. It was an obvi-
ous effort to push any decision
beyond the midterm elections. 

The F.C.C.’s punt doesn’t begin
to get at the turmoil. When Goo-

gle and Verizon, a month ago, put
together a well-meaning proposal
for enforceable net neutrality
rules, the two companies were
vilified by the net neutrality pur-
ists — because they wanted to
exempt wireless. “There was uni-
versal condemnation of Google
for abandoning its ‘don’t be evil’
ethos,” said Art Brodsky, the
chief spokesman for Public
Knowledge — the very group
that was leading said condemna-
tion. 

In the wake of the Google-Veri-
zon announcement, the F.C.C.
abruptly called off talks among
the various parties aimed at com-
ing up with net neutrality rules.
The talks have since been re-
started, more or less, though
without the involvement of the
F.C.C. Yet even if the talks suc-
ceed, the resulting framework
wouldn’t have the force of law, so
it is hard to know precisely what
they would accomplish. 

And last but not least: thanks
to a court decision in March — a
decision that resulted directly
from the F.C.C.’s effort to punish
one big Internet service provider,
Comcast, for violating the princi-
ple of net neutrality — the agen-
cy’s very authority to regulate
broadband is in doubt.

Surely, this has to rank as the
Mother of All Unintended Conse-
quences: there is an outside
chance that in its zeal to make
net neutrality the law of the land, 
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By CLIFFORD KRAUSS 
and JOHN M. BRODER

For decades, thousands of oil and
gas platforms have operated quietly
in the shallower waters of the Gulf of
Mexico, largely forgotten by the
public and government regulators.

But just as the BP disaster in April
brought new scrutiny to the dangers
of drilling in the deepest waters of
the gulf, Thursday’s fire aboard a
platform owned by Mariner Energy
could well drag the shallow-water
drillers into the spotlight’s glare.

The Bureau of Ocean Energy
Management, Regulation and En-
forcement, the new agency responsi-
ble for overseeing offshore oil and
gas development, said Friday that it
was investigating the cause of the
Mariner fire, which forced the 13
crew members to jump overboard
and rattled nerves in a region that
was still coping with the effects of
the Deepwater Horizon disaster.

Members of Congress expressed
alarm about the accident, with some
saying it was proof that drilling laws
needed to be tightened. And even in-
dustry executives said it was likely
the fire would toughen the already
difficult regulatory climate for gulf
drilling after the Deepwater Horizon

said Michael R. Bromwich, head of
the bureau, which replaced the dis-
credited Minerals Management
Service after the BP disaster.

Mr. Bromwich has been carefully
reviewing shallow-water drilling as
he draws up new regulations gov

explosion killed 11 people and caused
the largest maritime oil spill in
American history.

“We will use all available re-
sources to find out what happened,
how it happened and what enforce-
ment action should be taken if any
laws or regulations were violated,”

Spotlight Shifts to Shallow-Water Wells
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By ANDREW POLLACK

A salmon genetically engineered to grow quickly
is safe to eat and poses little risk to the environment,
the Food and Drug Administration said Friday.

The assessment makes it more likely that the fish
will become the first genetically modified animal to
enter the American food supply. 

Food from the salmon “is as safe as food from con-
ventional Atlantic salmon,” the F.D.A. said in its
analysis, which was posted on its Web site Friday.
“There is a reasonable certainty of no harm from
consumption of food from this animal.” 

The salmon can grow to market size in 16 to 18
months instead of the 30 required for a regular
farmed Atlantic salmon, according to its developer,
AquaBounty Technologies of Waltham, Mass. 

AquaBounty has been trying for years to win ap-
proval for the salmon, a goal that now appears with-
in reach. The analysis by the F.D.A. staff was in
preparation for three days of public meetings on the
salmon that will start on Sept. 19. 

The F.D.A. is expected to make a final decision on
approval in the weeks after the meetings. The com-
pany has said it will take two to three years after ap-
proval for the fish to reach American supermarkets. 

A coalition of 31 consumer, animal welfare, envi-
ronmental and fisheries groups announced opposi-
tion to the approval last week, citing, in particular,

Modified Salmon 
Is Safe, F.D.A. Says
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Nobody likes unpleasant surprises, but
when Allison Brooke Eastman’s fiancé found
out four months ago just how high her stu-
dent loan debt was, he had a particularly
strong reaction: he broke off the engage-

ment within three days. 
Ms. Eastman said she had told

him early on in their relationship
that she had over $100,000 of debt.
But, she said, even she didn’t know
what the true balance was; like a
car buyer who focuses on only the

monthly payment, she wrote 12 checks a
year for about $1,100 each, the minimum pos-
sible. She didn’t focus on the bottom line, she
said, because it was so profoundly depress-
ing.

But as the couple got closer to their wed-
ding day, she took out all the paperwork and

lier than you’d disclose, say, a chronic ill-
ness?

Even if disclosure doesn’t render you un-
marriageable, tricky questions linger. If one
person brings a huge debt to a relationship,
who is ultimately responsible for making
good on the obligation? And if it’s $170,000,
isn’t the more solvent partner going to re-
sent that debt over time no matter how early
the disclosure comes? After all, it will pro-
foundly affect every financial decision, from
buying a home to how many children to
have.

These were the questions that weighed on
Kerrie Tidwell. A third-year student at the
Medical College of Georgia and an aspiring
emergency room doctor, she doesn’t worry 

it became clear that her total debt was actu-
ally about $170,000. “He accused me of ly-
ing,” said Ms. Eastman, 31, a San Francisco
X-ray technician and part-time photogra-
pher who had run up much of the balance
studying for a bachelor’s degree in photog-
raphy. “But if I was lying, I was lying to my-
self, not to him. I didn’t really want to know
the full amount.”

At a time when even people with no grad-
uate degrees, like Ms. Eastman, often end up
six figures in the hole and people getting
married for the second time have loads of
debt from their earlier lives, it should come
as no surprise that debt can bust up engage-
ments. Even when couples disclose their
debt in detail, it poses a series of challenges. 

When, exactly, are you supposed to reveal
a debt of this size during the courtship? Ear-
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Kerrie Tidwell, a medical student facing $250,000 in school debt,
is trying to figure out how to manage that debt with her boyfriend. 

What Love Joins Together, Debt Can Put Asunder
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By ROBIN SHULMAN

Robert Ambrosi sweeps into the restaurant kitch-
en, past sizzling chicken and buttery mashed pota-
toes, and goes straight for the knives — carving
knives and chef’s knives, paring knives and fillet
knives, all made dull by clashes with flesh and bone.
He picks them up and replaces them with identical
twins. 

“Any other knives here?” calls Mr. Ambrosi, a 54-
year-old scion of a knife-sharpening clan that has
spread from a valley in northern Italy to grind-
stones in cities across North America.

Mr. Ambrosi runs Ambrosi Cutlery with his two
sons, Mark, 29, and Jason, 26. Their system is typical
of their trade: they rent double sets of knives to
meatpackers, butchers, deli workers, restaurant
cooks and chefs so that one set is always in use

while the other is in the shop being sharpened.
Every week, the company visits more than 800 cli-

ents and collects more than 8,000 knives to be re-
placed with freshly sharpened blades. The service
costs $2.50 to $3.50 per knife.

The business started servicing mainly butchers
and meatpackers, in territories handed down from
father to son. To preserve the business for his chil-
dren, Mr. Ambrosi expanded it to restaurants and
even Yankee Stadium, in some cases deviating from
long-held tradition. Many cooks and chefs take per-
sonal pride in their knives and their ability to main-
tain them, and would hesitate to release them to
anyone else’s care. But sharpening a knife takes
time and skill — and not every chef has both. 

A badly sharpened blade “goes flat, and you can 
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Venerable Craft, Modern Practitioner

Ambrosi Cutlery, top, in Mahopac, N.Y., rents
knives to businesses and keeps them sharp.
Robert Ambrosi, above, at work on a cleaver. Continued on Page 2
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For something that seems so
simple and straightforward, “net
neutrality” has sure created one
big mess.

Net neutrality, of course, is the
principle that Internet service

providers should not
be allowed to favor
some Internet con-
tent over other con-
tent by delivering it
faster.

Really, who could
be against such a thing? Presi-
dent Obama came out for net
neutrality during his presidential
campaign. Julius Genachowski,
his former law review colleague
and basketball buddy, who
helped him arrive at that cam-
paign position, is now the chair-
man of the Federal Communica-
tion Commission.

Right-thinking public interest
groups, like Public Knowledge
(“Fighting for your digital rights
in Washington”) are fierce, un-
yielding proponents of net neu-
trality, viewing its goodness as
obvious. Google professes to be a
champion of net neutrality. So
does Skype. Even the Internet
service providers say they favor
it. 

And yet, here we are, a year
and a half into the Obama presi-
dency, and net neutrality is no
closer to being encoded in federal
regulation than it was when
George W. Bush was president.
Just this week, the F.C.C. asked
for comments on two of the is-
sues surrounding net neutrality,
issues that have been hashed
over for months. It was an obvi-
ous effort to push any decision
beyond the midterm elections. 

The F.C.C.’s punt doesn’t begin
to get at the turmoil. When Goo-

gle and Verizon, a month ago, put
together a well-meaning proposal
for enforceable net neutrality
rules, the two companies were
vilified by the net neutrality pur-
ists — because they wanted to
exempt wireless. “There was uni-
versal condemnation of Google
for abandoning its ‘don’t be evil’
ethos,” said Art Brodsky, the
chief spokesman for Public
Knowledge — the very group
that was leading said condemna-
tion. 

In the wake of the Google-Veri-
zon announcement, the F.C.C.
abruptly called off talks among
the various parties aimed at com-
ing up with net neutrality rules.
The talks have since been re-
started, more or less, though
without the involvement of the
F.C.C. Yet even if the talks suc-
ceed, the resulting framework
wouldn’t have the force of law, so
it is hard to know precisely what
they would accomplish. 

And last but not least: thanks
to a court decision in March — a
decision that resulted directly
from the F.C.C.’s effort to punish
one big Internet service provider,
Comcast, for violating the princi-
ple of net neutrality — the agen-
cy’s very authority to regulate
broadband is in doubt.

Surely, this has to rank as the
Mother of All Unintended Conse-
quences: there is an outside
chance that in its zeal to make
net neutrality the law of the land, 
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By CLIFFORD KRAUSS 
and JOHN M. BRODER

For decades, thousands of oil and
gas platforms have operated quietly
in the shallower waters of the Gulf of
Mexico, largely forgotten by the
public and government regulators.

But just as the BP disaster in April
brought new scrutiny to the dangers
of drilling in the deepest waters of
the gulf, Thursday’s fire aboard a
platform owned by Mariner Energy
could well drag the shallow-water
drillers into the spotlight’s glare.

The Bureau of Ocean Energy
Management, Regulation and En-
forcement, the new agency responsi-
ble for overseeing offshore oil and
gas development, said Friday that it
was investigating the cause of the
Mariner fire, which forced the 13
crew members to jump overboard
and rattled nerves in a region that
was still coping with the effects of
the Deepwater Horizon disaster.

Members of Congress expressed
alarm about the accident, with some
saying it was proof that drilling laws
needed to be tightened. And even in-
dustry executives said it was likely
the fire would toughen the already
difficult regulatory climate for gulf
drilling after the Deepwater Horizon

said Michael R. Bromwich, head of
the bureau, which replaced the dis-
credited Minerals Management
Service after the BP disaster.

Mr. Bromwich has been carefully
reviewing shallow-water drilling as
he draws up new regulations gov

explosion killed 11 people and caused
the largest maritime oil spill in
American history.

“We will use all available re-
sources to find out what happened,
how it happened and what enforce-
ment action should be taken if any
laws or regulations were violated,”

Spotlight Shifts to Shallow-Water Wells
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While most of the 
oil production in 
the Gulf of Mexico 
is from operations 
in water deeper 
than 1,000 feet . . .

. . . the vast majority 
of active oil and 
gas platforms are in 
shallow water, less 
than 500 feet deep.

Note: Figures are for federally regulated waters only.
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By ANDREW POLLACK

A salmon genetically engineered to grow quickly
is safe to eat and poses little risk to the environment,
the Food and Drug Administration said Friday.

The assessment makes it more likely that the fish
will become the first genetically modified animal to
enter the American food supply. 

Food from the salmon “is as safe as food from con-
ventional Atlantic salmon,” the F.D.A. said in its
analysis, which was posted on its Web site Friday.
“There is a reasonable certainty of no harm from
consumption of food from this animal.” 

The salmon can grow to market size in 16 to 18
months instead of the 30 required for a regular
farmed Atlantic salmon, according to its developer,
AquaBounty Technologies of Waltham, Mass. 

AquaBounty has been trying for years to win ap-
proval for the salmon, a goal that now appears with-
in reach. The analysis by the F.D.A. staff was in
preparation for three days of public meetings on the
salmon that will start on Sept. 19. 

The F.D.A. is expected to make a final decision on
approval in the weeks after the meetings. The com-
pany has said it will take two to three years after ap-
proval for the fish to reach American supermarkets. 

A coalition of 31 consumer, animal welfare, envi-
ronmental and fisheries groups announced opposi-
tion to the approval last week, citing, in particular,

Modified Salmon 
Is Safe, F.D.A. Says
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Nobody likes unpleasant surprises, but
when Allison Brooke Eastman’s fiancé found
out four months ago just how high her stu-
dent loan debt was, he had a particularly
strong reaction: he broke off the engage-

ment within three days. 
Ms. Eastman said she had told

him early on in their relationship
that she had over $100,000 of debt.
But, she said, even she didn’t know
what the true balance was; like a
car buyer who focuses on only the

monthly payment, she wrote 12 checks a
year for about $1,100 each, the minimum pos-
sible. She didn’t focus on the bottom line, she
said, because it was so profoundly depress-
ing.

But as the couple got closer to their wed-
ding day, she took out all the paperwork and

lier than you’d disclose, say, a chronic ill-
ness?

Even if disclosure doesn’t render you un-
marriageable, tricky questions linger. If one
person brings a huge debt to a relationship,
who is ultimately responsible for making
good on the obligation? And if it’s $170,000,
isn’t the more solvent partner going to re-
sent that debt over time no matter how early
the disclosure comes? After all, it will pro-
foundly affect every financial decision, from
buying a home to how many children to
have.

These were the questions that weighed on
Kerrie Tidwell. A third-year student at the
Medical College of Georgia and an aspiring
emergency room doctor, she doesn’t worry 

it became clear that her total debt was actu-
ally about $170,000. “He accused me of ly-
ing,” said Ms. Eastman, 31, a San Francisco
X-ray technician and part-time photogra-
pher who had run up much of the balance
studying for a bachelor’s degree in photog-
raphy. “But if I was lying, I was lying to my-
self, not to him. I didn’t really want to know
the full amount.”

At a time when even people with no grad-
uate degrees, like Ms. Eastman, often end up
six figures in the hole and people getting
married for the second time have loads of
debt from their earlier lives, it should come
as no surprise that debt can bust up engage-
ments. Even when couples disclose their
debt in detail, it poses a series of challenges. 

When, exactly, are you supposed to reveal
a debt of this size during the courtship? Ear-
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Kerrie Tidwell, a medical student facing $250,000 in school debt,
is trying to figure out how to manage that debt with her boyfriend. 

What Love Joins Together, Debt Can Put Asunder
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By ROBIN SHULMAN

Robert Ambrosi sweeps into the restaurant kitch-
en, past sizzling chicken and buttery mashed pota-
toes, and goes straight for the knives — carving
knives and chef’s knives, paring knives and fillet
knives, all made dull by clashes with flesh and bone.
He picks them up and replaces them with identical
twins. 

“Any other knives here?” calls Mr. Ambrosi, a 54-
year-old scion of a knife-sharpening clan that has
spread from a valley in northern Italy to grind-
stones in cities across North America.

Mr. Ambrosi runs Ambrosi Cutlery with his two
sons, Mark, 29, and Jason, 26. Their system is typical
of their trade: they rent double sets of knives to
meatpackers, butchers, deli workers, restaurant
cooks and chefs so that one set is always in use

while the other is in the shop being sharpened.
Every week, the company visits more than 800 cli-

ents and collects more than 8,000 knives to be re-
placed with freshly sharpened blades. The service
costs $2.50 to $3.50 per knife.

The business started servicing mainly butchers
and meatpackers, in territories handed down from
father to son. To preserve the business for his chil-
dren, Mr. Ambrosi expanded it to restaurants and
even Yankee Stadium, in some cases deviating from
long-held tradition. Many cooks and chefs take per-
sonal pride in their knives and their ability to main-
tain them, and would hesitate to release them to
anyone else’s care. But sharpening a knife takes
time and skill — and not every chef has both. 

A badly sharpened blade “goes flat, and you can 

PHOTOGRAPHS BY MICHAEL FALCO FOR THE NEW YORK TIMES 

Venerable Craft, Modern Practitioner

Ambrosi Cutlery, top, in Mahopac, N.Y., rents
knives to businesses and keeps them sharp.
Robert Ambrosi, above, at work on a cleaver. Continued on Page 2
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For something that seems so
simple and straightforward, “net
neutrality” has sure created one
big mess.

Net neutrality, of course, is the
principle that Internet service

providers should not
be allowed to favor
some Internet con-
tent over other con-
tent by delivering it
faster.

Really, who could
be against such a thing? Presi-
dent Obama came out for net
neutrality during his presidential
campaign. Julius Genachowski,
his former law review colleague
and basketball buddy, who
helped him arrive at that cam-
paign position, is now the chair-
man of the Federal Communica-
tion Commission.

Right-thinking public interest
groups, like Public Knowledge
(“Fighting for your digital rights
in Washington”) are fierce, un-
yielding proponents of net neu-
trality, viewing its goodness as
obvious. Google professes to be a
champion of net neutrality. So
does Skype. Even the Internet
service providers say they favor
it. 

And yet, here we are, a year
and a half into the Obama presi-
dency, and net neutrality is no
closer to being encoded in federal
regulation than it was when
George W. Bush was president.
Just this week, the F.C.C. asked
for comments on two of the is-
sues surrounding net neutrality,
issues that have been hashed
over for months. It was an obvi-
ous effort to push any decision
beyond the midterm elections. 

The F.C.C.’s punt doesn’t begin
to get at the turmoil. When Goo-

gle and Verizon, a month ago, put
together a well-meaning proposal
for enforceable net neutrality
rules, the two companies were
vilified by the net neutrality pur-
ists — because they wanted to
exempt wireless. “There was uni-
versal condemnation of Google
for abandoning its ‘don’t be evil’
ethos,” said Art Brodsky, the
chief spokesman for Public
Knowledge — the very group
that was leading said condemna-
tion. 

In the wake of the Google-Veri-
zon announcement, the F.C.C.
abruptly called off talks among
the various parties aimed at com-
ing up with net neutrality rules.
The talks have since been re-
started, more or less, though
without the involvement of the
F.C.C. Yet even if the talks suc-
ceed, the resulting framework
wouldn’t have the force of law, so
it is hard to know precisely what
they would accomplish. 

And last but not least: thanks
to a court decision in March — a
decision that resulted directly
from the F.C.C.’s effort to punish
one big Internet service provider,
Comcast, for violating the princi-
ple of net neutrality — the agen-
cy’s very authority to regulate
broadband is in doubt.

Surely, this has to rank as the
Mother of All Unintended Conse-
quences: there is an outside
chance that in its zeal to make
net neutrality the law of the land, 
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By CLIFFORD KRAUSS 
and JOHN M. BRODER

For decades, thousands of oil and
gas platforms have operated quietly
in the shallower waters of the Gulf of
Mexico, largely forgotten by the
public and government regulators.

But just as the BP disaster in April
brought new scrutiny to the dangers
of drilling in the deepest waters of
the gulf, Thursday’s fire aboard a
platform owned by Mariner Energy
could well drag the shallow-water
drillers into the spotlight’s glare.

The Bureau of Ocean Energy
Management, Regulation and En-
forcement, the new agency responsi-
ble for overseeing offshore oil and
gas development, said Friday that it
was investigating the cause of the
Mariner fire, which forced the 13
crew members to jump overboard
and rattled nerves in a region that
was still coping with the effects of
the Deepwater Horizon disaster.

Members of Congress expressed
alarm about the accident, with some
saying it was proof that drilling laws
needed to be tightened. And even in-
dustry executives said it was likely
the fire would toughen the already
difficult regulatory climate for gulf
drilling after the Deepwater Horizon

said Michael R. Bromwich, head of
the bureau, which replaced the dis-
credited Minerals Management
Service after the BP disaster.

Mr. Bromwich has been carefully
reviewing shallow-water drilling as
he draws up new regulations gov

explosion killed 11 people and caused
the largest maritime oil spill in
American history.

“We will use all available re-
sources to find out what happened,
how it happened and what enforce-
ment action should be taken if any
laws or regulations were violated,”

Spotlight Shifts to Shallow-Water Wells
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By ANDREW POLLACK

A salmon genetically engineered to grow quickly
is safe to eat and poses little risk to the environment,
the Food and Drug Administration said Friday.

The assessment makes it more likely that the fish
will become the first genetically modified animal to
enter the American food supply. 

Food from the salmon “is as safe as food from con-
ventional Atlantic salmon,” the F.D.A. said in its
analysis, which was posted on its Web site Friday.
“There is a reasonable certainty of no harm from
consumption of food from this animal.” 

The salmon can grow to market size in 16 to 18
months instead of the 30 required for a regular
farmed Atlantic salmon, according to its developer,
AquaBounty Technologies of Waltham, Mass. 

AquaBounty has been trying for years to win ap-
proval for the salmon, a goal that now appears with-
in reach. The analysis by the F.D.A. staff was in
preparation for three days of public meetings on the
salmon that will start on Sept. 19. 

The F.D.A. is expected to make a final decision on
approval in the weeks after the meetings. The com-
pany has said it will take two to three years after ap-
proval for the fish to reach American supermarkets. 

A coalition of 31 consumer, animal welfare, envi-
ronmental and fisheries groups announced opposi-
tion to the approval last week, citing, in particular,

Modified Salmon 
Is Safe, F.D.A. Says
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Nobody likes unpleasant surprises, but
when Allison Brooke Eastman’s fiancé found
out four months ago just how high her stu-
dent loan debt was, he had a particularly
strong reaction: he broke off the engage-

ment within three days. 
Ms. Eastman said she had told

him early on in their relationship
that she had over $100,000 of debt.
But, she said, even she didn’t know
what the true balance was; like a
car buyer who focuses on only the

monthly payment, she wrote 12 checks a
year for about $1,100 each, the minimum pos-
sible. She didn’t focus on the bottom line, she
said, because it was so profoundly depress-
ing.

But as the couple got closer to their wed-
ding day, she took out all the paperwork and

lier than you’d disclose, say, a chronic ill-
ness?

Even if disclosure doesn’t render you un-
marriageable, tricky questions linger. If one
person brings a huge debt to a relationship,
who is ultimately responsible for making
good on the obligation? And if it’s $170,000,
isn’t the more solvent partner going to re-
sent that debt over time no matter how early
the disclosure comes? After all, it will pro-
foundly affect every financial decision, from
buying a home to how many children to
have.

These were the questions that weighed on
Kerrie Tidwell. A third-year student at the
Medical College of Georgia and an aspiring
emergency room doctor, she doesn’t worry 

it became clear that her total debt was actu-
ally about $170,000. “He accused me of ly-
ing,” said Ms. Eastman, 31, a San Francisco
X-ray technician and part-time photogra-
pher who had run up much of the balance
studying for a bachelor’s degree in photog-
raphy. “But if I was lying, I was lying to my-
self, not to him. I didn’t really want to know
the full amount.”

At a time when even people with no grad-
uate degrees, like Ms. Eastman, often end up
six figures in the hole and people getting
married for the second time have loads of
debt from their earlier lives, it should come
as no surprise that debt can bust up engage-
ments. Even when couples disclose their
debt in detail, it poses a series of challenges. 

When, exactly, are you supposed to reveal
a debt of this size during the courtship? Ear-
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Kerrie Tidwell, a medical student facing $250,000 in school debt,
is trying to figure out how to manage that debt with her boyfriend. 

What Love Joins Together, Debt Can Put Asunder
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By ROBIN SHULMAN

Robert Ambrosi sweeps into the restaurant kitch-
en, past sizzling chicken and buttery mashed pota-
toes, and goes straight for the knives — carving
knives and chef’s knives, paring knives and fillet
knives, all made dull by clashes with flesh and bone.
He picks them up and replaces them with identical
twins. 

“Any other knives here?” calls Mr. Ambrosi, a 54-
year-old scion of a knife-sharpening clan that has
spread from a valley in northern Italy to grind-
stones in cities across North America.

Mr. Ambrosi runs Ambrosi Cutlery with his two
sons, Mark, 29, and Jason, 26. Their system is typical
of their trade: they rent double sets of knives to
meatpackers, butchers, deli workers, restaurant
cooks and chefs so that one set is always in use

while the other is in the shop being sharpened.
Every week, the company visits more than 800 cli-

ents and collects more than 8,000 knives to be re-
placed with freshly sharpened blades. The service
costs $2.50 to $3.50 per knife.

The business started servicing mainly butchers
and meatpackers, in territories handed down from
father to son. To preserve the business for his chil-
dren, Mr. Ambrosi expanded it to restaurants and
even Yankee Stadium, in some cases deviating from
long-held tradition. Many cooks and chefs take per-
sonal pride in their knives and their ability to main-
tain them, and would hesitate to release them to
anyone else’s care. But sharpening a knife takes
time and skill — and not every chef has both. 

A badly sharpened blade “goes flat, and you can 
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Venerable Craft, Modern Practitioner

Ambrosi Cutlery, top, in Mahopac, N.Y., rents
knives to businesses and keeps them sharp.
Robert Ambrosi, above, at work on a cleaver. Continued on Page 2
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Calling All Bargain Hunters
If you’re considering buying a new car, you may want to buy it this

weekend.
According to Juan Flores, director for vehicle valuation at Kelley

Blue Book, Labor Day is traditionally the best time to buy a car. That
is because manufacturers offer generous incentives on current-year
models to make room for vehicles from the next model year, which
traditionally start arriving this month.

So how do this year’s Labor Day deals compare with past ones?
While some auto industry experts have said that consumers will

find some of the best Labor Day deals ever thanks to a recovering
auto industry, Mr. Flores said he didn’t believe deals would be any
better over all than last year. The reason, he said, is that manufactur-
ers have worked in recent years to cut back their inventories so there
isn’t as much excess of 2010 vehicles. Still, this doesn’t mean the deals
this year won’t be generous.

He pointed to “some very competitive programs” this holiday, in-
cluding nearly 0 percent interest rates with 48- to 60-month financing,
and $3,000 to $5,000 cash rebates on some vehicles. This compares
with typical offers earlier this year of 24- to 36-month financing and
$500 cash back, he said.

If you choose one of this year’s Labor Day deals and buy a 2010
model, you should keep in mind that you are buying a year-old vehicle
and are thus taking on that additional depreciation. For that reason,
Mr. Flores said, you may want to buy a 2010 model now only if you are
planning to keep the vehicle for a long time.

For more information about deals this weekend, Cars.com recently
highlighted what it calls the best 10 deals for consumers.

Do you plan to hit a car lot this weekend? Why or why not? What
are some of the best Labor Day deals you’ve heard about that will be
offered this weekend? JENNIFER SARANOW SCHULTZ

COMMENTS I bought a Honda Fit on Labor Day, 2007. I got an excellent
deal, paid cash and got above book for my van trade-in. I would use the
Labor Day sale weekend again to secure a good price. I may do this
over the weekend for a teen car we need.

— Poor Example, Florida
If you’re planning to buy a Honda, Toyota or Nissan, or a similar car,

and intend to keep it until it has 150,000 miles or more, the absolute
price you pay is what counts, no matter when you buy.

— Gene S. Hollis, NH

10 Mistakes
By Investors

Jerry Miccolis, co-author of
“Asset Allocation for Dummies”
and chief investment officer at
the wealth advisory company
Brinton Eaton in New Jersey, re-
cently shared his list of 10 mis-
takes investors should avoid.

Below, some especially impor-
tant ones:

Overlooking the importance of
asset allocation: According to
Mr. Miccolis, getting asset allo-
cation right is the building block
of investing successfully. Many
investors, however, skip this
step and instead build their port-
folio by haphazardly buying se-
curities they like.

Letting your emotions control
you: In volatile times, it is im-
portant to stick with your long-
term plan so you do not fall vic-
tim to greed and anxiety.

Getting addicted to the finan-
cial media: Paying attention to
financial news 24-7, according to
Mr. Miccolis, will just increase
your anxiety, since what the
market does in a single day does
not matter in the long run.

Disregarding tax implications
while investing: “Common mis-
takes,” according to Mr. Micco-
lis, “include putting annuities in
an I.R.A., putting tax-inefficient
investments like REITs in a tax-
able account, failing to harvest
tax losses and not taking advan-
tage of lower tax rates for long-
term capital gains.”

Allowing caution to supersede
the reality of inflation: Safe, low-
return investments like money
funds, C.D.’s and Treasury secu-
rities will not keep up with infla-
tion over the long haul. “For
most people, inflation is their
biggest financial threat over
their lifetimes, not what the mar-
kets happen to be doing this
year,” Mr. Miccolis said.

What would you add to the
list? 

JENNIFER SARANOW SCHULTZ

COMMENTS Having too much
trust in a full-service broker. It is
important to educate yourself on
risk and asset allocation and to
be skeptical of their suggestions.

— SLP, California
Do not believe or act on the ba-

sis that there are any “experts”

out there; there aren’t.
— Siren Song, Scotland

Only allocate money to the mar-
kets if you can afford to lose 100
percent. — MS, Chicago 

Not knowing when to sell or
having an exit strategy. I’ve held
a position past the upside peak,
and held dogs for far too long on
the mental need to get back to
“even.” — Keith, Philadelphia

Lower Fees 
For 529 Plan

New York has cut the fees on
its 529 College Savings Direct
Plan in half.

The fees for each portfolio are
now 0.25 percent, down from 0.49
percent. Industry experts said
the drop brought the fees for
what they called the largest di-
rect-sold plan in the country
down to the lower end of the fee
spectrum compared with other
states, and more in line with its
$8 billion size. The earlier rate,
they said, was closer to the na-
tional average, estimated to be
0.4 to 0.6 percent.

In an e-mail to Bucks, Brenda
F. Smith, director of the New
York State College Savings Pro-
gram, said, “The fees were re-
duced as a result of economies of
scale realized by the plan’s long-
term asset growth, low cost in-
vestment options and operating
efficiencies generated from im-
provements in technology and
client service.”

The New York plan reports the
two main types of fees associated
with 529 accounts — the fees on
the underlying mutual and other
funds and an overarching admin-
istrative fee — together in one
number. Ms. Feirstein estimated
that the cost of the Vanguard
funds in the 529 plans was about 7
to 10 basis points (hundredths of
a percentage point), while the re-
mainder was the UPromise man-
agement fee.

Any United States citizen can
sign up for the New York plan
and use the money for any eligi-
ble college or university. Only
New York State taxpayers, how-
ever, get a state income tax de-
duction for investments they
make each year.

JENNIFER SARANOW SCHULTZ

KEVORK DJANSEZIAN/GETTY IMAGES 

The best car discounts tend to be at Labor Day.

erning the industry. The agency,
which imposed a six-month mor-
atorium on all deepwater
projects after the BP accident,
has approved only four of 21 new
shallow-water drilling applica-
tions since it issued new safety
and environmental guidelines in
late May.

Representative Nick Rahall,
Democrat of West Virginia and
chairman of the House Natural
Resources Committee, said he
was “alarmed” by the latest mis-
hap in the gulf and demanded
documentation on the Mariner
platform from the Interior De-
partment for a committee investi-
gation. 

He said the Mariner platform,
working in only 340 feet of water,
“highlights all too clearly that the
risks of offshore drilling are not
limited to deep water.”

Although more than 70 percent
of all offshore oil production now
comes from jumbo oil platforms
plumbing the gulf’s deeper wa-
ters, thousands of small-scale
outfits pump oil from the shallow-
er waters. Currently, 3,333 plat-
forms are drilling in depths of
less than 500 feet, compared with
just 74 in deeper waters, accord-
ing to B.O.E.M. data.

The kind of accident that set
the Mariner platform ablaze is
not unusual. Although the cause
is still under investigation, it ap-
pears to have started in the
crew’s quarters and did not lead
to any significant oil leakage. 

Under normal circumstances,
such an event would have re-
ceived little attention. There are
more than 100 fires a year on oil
and gas facilities in the gulf,
mostly minor incidents involving
welding sparks, grease fires and
other mishaps that occur during
routine maintenance. 

“People need to remember that
the environment that people
work in offshore is really no dif-
ferent from other industrial
plants located onshore,” said
Thomas E. Marsh, vice president
of operations for ODS-Petrodata,
which tracks the offshore indus-
try. “And industrial accidents
happen regularly, but not com-
monly.”

But industry experts say that
most accidents happen aboard
older platforms that tend to be
concentrated in shallow waters. 

Mariner operations alone have
reported several dozen incidents,
including 18 fires, from 2006 to
2009, according to federal
records. Although no one died,
there were at least three dozen
injuries, including one that para-
lyzed a worker. Several others
suffered severe injuries, and

some received burns and broken
bones. In May 2008, a Mariner rig
briefly lost well control and part-
ly evacuated the crew while
workers frantically worked to
shore up operations. 

In addition, since 2006, Mari-
ner Energy has been involved in
at least four spills, in which at
least 1,357 barrels of chemicals
and petroleum flowed into the
gulf, according to federal records.

Patrick Cassidy, Mariner’s di-

rector of investor relations, said
that the company only seriously
got into the offshore drilling busi-
ness in 2006 with its acquisition of
properties of the Forest Oil Cor-
poration. “Since Mariner has
been operating there, we have
steadily improved our perform-
ance,” he said. “The performance
yesterday is indicative of the im-
provement. There were no inju-
ries, no spill, and the fire was ex-
tinguished.”

Early reports of Thursday’s ac-
cident suggested another spill
had occurred. But Coast Guard
officials said on Friday that only
a patch of light rainbow sheen,
measuring about 100 yards by 10
yards, had been spotted in morn-
ing flights over the area around
the platform. The sheen ap-

peared to be residual from the
firefighting efforts, the Coast
Guard said.

Nevertheless, the Mariner ac-
cident has already stoked the in-
tense policy debate over stiffen-
ing regulations on shallow-water
drillers.

“It will likely provide sufficient
political cover for the Obama ad-
ministration to pursue its current
strategy toward stricter offshore
regulation,” Robert Johnston of
the Eurasia Group, a research
and consulting firm, said in a
note to clients on Friday. “Even
after the formal moratorium is
lifted, the pending oil-spill legisla-
tion and proposed changes by the
Interior Department will trans-
late to higher costs and extended
uncertainty for offshore drilling.”

Oil production in the deep
slopes and canyons of the Gulf of
Mexico surpassed production
from shallow waters roughly a
decade ago. But for half a century
before that, scores of oil and gas
companies, big and small, made
their fortunes from platforms
propped up in waters less than
1,000 feet deep on the inner conti-
nental shelf, which can extend for
100 miles or more off the coasts of
Texas and Louisiana.

According to data published in
July by the Energy Policy Re-
search Foundation in Washing-
ton, more than 50,000 wells have
been drilled in the gulf’s federally
regulated waters since oil pro-
duction in the area first began in
1947. Only 4,000 of those have
been drilled in depths beyond
1,000 feet, and just 700 wells have
gone beyond 5,000 feet.

Independent oil and gas com-

panies — far smaller than the
majors like Exxon Mobil and BP
— represent the dominant share-
holders in two-thirds of the 7,521
leases in the gulf, including the
vast majority of the production
leases in shallow waters. 

According to a recent study by
IHS Global Insight, the independ-
ents produced nearly 500,000 bar-
rels a day of oil last year in shal-
low gulf waters, while the majors
produced just over 20,000 barrels
a day there.

But the new accident came at
an inopportune time for the oil in-
dustry. After BP capped its run-
away well and the spill faded
from news media coverage, polit-
ical pressure had grown in the
gulf and around Washington to
lift the drilling moratorium.

Now, the momentum is likely
to shift again.

“This explosion is further proof
that offshore drilling is an inher-
ently dangerous practice,” said
Senator Frank R. Lautenberg,
Democrat of New Jersey, an op-
ponent of offshore oil and gas de-
velopment. 

James W. Noe, senior vice
president of Hercules Offshore,
the largest shallow-water drilling
company in the gulf, said he
thought the administration and
regulators would use the incident
to further slow drilling.

“People that have an agenda
that is hostile to offshore drilling
will use this incident, there’s no
doubt about that,” he said, “But
once the facts are understood
fully, this will be treated as an in-
dustrial accident that could have
occurred at a gas station around
the corner. It’s just bad timing.”

Accident Puts Spotlight on Shallow-Water Gulf Wells 
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Boats spray water to extinguish the fire on the Mariner Energy platform in the gulf on Thursday.

Making a difficult
climate for gulf
drilling even tougher.

Andrew W. Lehren and Tom Zeller
Jr. contributed reporting.

so much about her ability to pay
back her loans.

Ms. Tidwell, 26, is involved in a
serious relationship with Stefan
Kogler, an architect who is a na-
tive of Austria and living in Vien-
na. To Europeans, who often pay
little or nothing toward their uni-
versity studies, the idea of going
deeply into debt to get educated
is, well, foreign. 

Ms. Tidwell feels no guilt about
the $250,000 in debt she will prob-
ably run up, including some from
a master’s degree program she
completed in London, where she
and Mr. Kogler met. “I didn’t ac-
quire it because I go out and shop
a lot,” she said. “It’s because I’m
doing something that I’ll love for
the rest of my life.”

Still, if she and Mr. Kogler are
going to move in together and get
engaged, she wants their finan-
cial arrangements to be clear and
fair. But how do you define fair
when you’re bringing a quarter
of a million dollars in debt to a re-
lationship?

Mr. Kogler, 30, said he’s not so
worried about it. “In the long run,
it will equal out,” he said. “In the
short run, you have to support
each other, and I will support her
as much as I can.”

His stoicism is admirable. It’s
all the more so, given that if he
moves to the United States per-
manently, he’ll probably lose the
chance to run his family’s busi-
ness in Austria. Supporting Ms.
Tidwell as she begins to pay back
her loans also means he doesn’t
have the freedom to, say, make a
career change that involves a big
pay cut. “I know he has his own
dreams, and they will require
money,” Ms. Tidwell said. “Will
my debt take away from that?”

Lisa J. B. Peterson, a financial
planner with Lantern Financial
in Boston, specializes in counsel-
ing young couples and has heard
this story before. About half the
people she sees are both bringing
significant debt to the relation-
ship, and about a quarter of the
others have one person who has
a pile of student loans.

When I told her about Ms. Tid-
well and Mr. Kogler, one of her
first suggestions was for them to
make sure that Mr. Kogler did not

have to make all the compro-
mises when they prepared a joint
household budget. “They can
make some kind of sacrifice so
that a goal of his is achieved, too,”
she said. 

Then there’s the question of
how to plan for the unknowns.
“What would happen if I got hurt
and couldn’t practice or got sued
for malpractice?” Ms. Tidwell
asked. 

While insurance (which is itself

expensive, alas) can reduce this
anxiety, it can’t cover the desire
to stay home with children. Ms.
Tidwell is resolute about having
children and working full time,
but Sheila G. Riesel, a matrimo-
nial lawyer and partner with
Blank Rome in Manhattan, said
Ms. Tidwell ought to consider po-
tential extreme circumstances as
well. “It could happen that she
wants to be a stay-at-home
spouse for a while. What if she
has triplets?” Ms. Riesel asked.
“All of this is worthy of discus-
sion.”

The problem is, most couples
never get this far in the premar-
riage money talks. One advan-
tage to prenuptial agreements is
that they force the issue, even if it
does turn the talks into a negotia-
tion. “At least half the time, peo-
ple are shocked at what the other
person’s attitude is,” said Susan
Reach Winters, a matrimonial
lawyer with Budd Larner in
Short Hills, N.J. “You ask how
they’d handle it if someone want-
ed to stay home after having a
baby, and at the same time they
give completely different an-
swers.”

Legally, it is likely that any left-
over debt that Ms. Tidwell
brought to a marriage would re-
main hers alone after a divorce.
But Ms. Reach Winters said that
if she were representing some-
one like Ms. Tidwell’s boyfriend
in a divorce, she would argue that
he deserved a sort of refund for
everything he paid toward house-
hold expenses even if Ms. Tidwell
were making the loan payments
out of her salary alone. Whether
a state’s laws back up this argu-
ment may be beside the point;
any lawyer can use it as a batter-
ing ram in settlement negotia-
tions. 

Ms. Riesel also said couples
needed to be wary of states like
New York, where an advanced
degree acquired during the mar-
riage, and the earning power it
brings, are treated as assets to be

divided.
While Ms. Tidwell seems reso-

lute about cordoning off her debt
and paying it off with money she
alone earns, she and anyone like
her probably ought to codify that
intent in a legal agreement, even
at the point they decide to move
in with someone. And this only
gets more complicated (and the
agreements more crucial) in sec-
ond marriages, where people
may come to the relationship
with assets, sole responsibility
for a mortgage and a couple of
college tuitions. Better to write it
all down, no matter how clear the
laws may be in your state. 

In some ways, Mr. Kogler has
it easy. There aren’t a lot of un-
employed doctors. So he and Ms.
Tidwell should be able to pay
back her loans (albeit over 20 or
30 years) as long as they live rel-
atively modestly. He might feel
differently if he were dating a
lawyer with similar debt but less
certain prospects, or an X-ray
technician who would really like
to be a photographer.

Still, all of this raises the ques-
tion: At what point do you have a
moral obligation to disclose your
indebtedness during courtship?
On the eighth date? When you
get to third base? In your eHar-
mony online dating profile? 

“It’s a sliding scale,” said Ms.
Riesel, the Manhattan lawyer. “It
depends on the person and the
nature of the relationship.” Ms.
Winters, the Short Hills divorce
lawyer, said it might depend on
your definition of a serious rela-
tionship. “But I wouldn’t wait un-
til you were signing leases for
apartments or picking out en-
gagement rings.”

Ms. Eastman in San Francisco
says she knows that now. “What
would I have done differently, be-
sides bringing a copy of my credit
report on the first date?” she
said, with a rueful chuckle. “I
would have been more responsi-
ble.”

And while she hasn’t dated
anyone seriously enough in re-
cent months to get to the point of
disclosure, she says it’s probably
necessary by the eighth or 10th
date. “I know that now,” she said.
“But it had never occurred to me
that this is something that might
end up being a deal-breaker.” 

What Love Joins Together, Debt Can Put Asunder

Stefan Kogler and Kerrie Tidwell in Lausdorf, Austria. “I know
he has his own dreams, and they will require money,” she said.

Something old,
something new,
something borrowed
— oops.
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