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Federal regulators have dis-
covered that hundreds of millions
of dollars in customer money has
gone missing from MF Global in
recent days, prompting an inves-
tigation into the brokerage firm,
which is run by Jon S. Corzine,
the former New Jersey governor,
several people briefed on the
matter said on Monday. 

The recognition that money
was missing scuttled at the 11th
hour an agreement to sell a major
part of MF Global to a rival bro-
kerage firm. MF Global had
staked its survival on completing
the deal. Instead, the New York-
based firm filed for bankruptcy
on Monday.

Regulators are examining
whether MF Global diverted
some customer funds to support
its own trades as the firm tee-
tered on the brink of collapse.

The discovery that money
could not be located might simply
reflect sloppy internal controls at
MF Global. It is still unclear
where the money went. At first,
as much as $950 million was be-
lieved to be missing, but as the
firm sorted through its bankrupt-
cy, that figure fell to less than
$700 million by late Monday, the
people briefed on the matter said.
Additional funds are expected to
trickle in over the coming days.

But the investigation, which is
in its earliest stages, may uncov-
er something more intentional
and troubling.

In any case, what led to the un-
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By JIM RUTENBERG
and MICHAEL D. SHEAR

Herman Cain, a surprise lead-
er in the Republican race for the
presidency, acknowledged Mon-
day that he was accused of sexu-
al harassment while chief of the
National Restaurant Association
in the 1990s, but he denied wrong-
doing in an episode that has con-
sumed his rising candidacy.

Facing the biggest test of his
campaign just as it was demand-
ing notice from a political world
that had not seen him coming,
Mr. Cain spent the day in a whirl-
wind of television interviews and
news briefings that were origi-
nally supposed to highlight his
economic plans but became an
exercise in damage control.

He maintained that he had
been falsely accused and that in-
ternal investigations at the asso-
ciation had corroborated that.
But his explanations evolved dur-
ing a day in which conservative
supporters rallied against what
they called an unfair attack from
the news media, while others ex-
pressed fresh doubts about a
campaign that has yet to prove it
has the mettle to survive a na-
tional nominating battle.

Mr. Cain’s shifting explana-
tions and the gaps in the story
made it hard to determine the im-
pact of the revelations on his
long-term prospects in states like
Iowa, whose crucial caucuses are
just two months away.

In the early afternoon, Mr. Cain
told a gathering at the National
Press Club in Washington that “I
am unaware of any sort of settle-
ment” related to harassment ac-
cusations, which he called “a
witch hunt.” But in an interview
with Greta Van Susteren of the 
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Herman Cain spoke Monday
at the National Press Club.
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By JAD MOUAWAD

It’s the common tale of woe for
many travelers waiting to board
a plane. First the airline has to go
through a long list of passengers
who have priority: First- and
business-class passengers, fre-
quent fliers, elite card holders,
uniformed members of the mil-
itary, families with children,
those who hold credit cards affili-
ated with the airlines, passengers
who paid for priority seats.

By the time coach travelers are
called, the overhead bins seem to
be already full.

Airlines have been boarding
passengers since the first com-
mercial flight, but as they have
added new classes of seating to
their cabins and new fees for pri-
ority boarding — all in the name

of more revenue — they have
slowed down the whole process. 

Checked-baggage fees have
only added to the problem, be-
cause travelers now take more
roll-ons onboard, blocking the
aisles as they try to cram their
belongings into any available
space. 

And that’s not to mention the
fact that planes are now fuller. 

That is why some airlines have
gone back to the drawing board
to rein in a lengthening process.
As it is, boarding time has dou-
bled over the last decades, ac-
cording to research by Boeing. It
now takes 30 to 40 minutes to
board about 140 passengers on a 
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By ADAM NAGOURNEY

LOS ANGELES — Robert
Gaffney, who came here from
Oklahoma 10 years ago, settled
on a scrap of burlap the other day
on a grassy hill outside City Hall,
surveying the tents and crowd
that make up Occupy Los Ange-
les. For many of his neighbors at
City Hall Park, this is a center of
protest and political grievance.
For Mr. Gaffney, it is the latest
piece of land that he calls home.

It is, he said, more comfortable
than the sidewalk in Hollywood
that he has been living on for the
last few months. It is safer and
less sketchy than Skid Row, the
homeless colony a few blocks
away.

“It’s different here,” said Mr.
Gaffney, 31. “I find myself getting
sleep. Interesting conversation.”
He held up a pair of dirty socks.
“But I haven’t figured out how to
do laundry.”

Mr. Gaffney is hardly an un-
usual presence in the Occupy
demonstrations across the coun-
try these days. From Los Angeles
to Wall Street, from Denver to
Boston, homeless men and wom-
en have joined the protesters in
large numbers, or at least have
settled in beside them for the
night. While the economic depri-
vation they suffer might symbol-
ize the grievance at the heart of
this protest, they have come less

for the cause than for what they
almost invariably describe as an
easier existence. There is food, as
well as bathrooms, safety, com-
pany and lots of activity to allow
them to pass away their days.

“When the tents went up, ev-
erybody moved in,” Douglas
Marra, a homeless person in
Denver, said. “They knew they
could get stuff for free.”

But their presence is posing a
mounting quandary for protest-
ers and the authorities, and divi-
sions have arisen among protest-
ers across the country about how
much, if at all, to embrace the in-
terlopers. The rising number of
homeless, many of them suffer-
ing from mental disorders, has
made it easier for Occupy’s oppo-
nents to belittle the movement as

vagrant and lawless and has
raised the pressure on municipal
authorities to crack down.

In Atlanta on Saturday, dem-
onstrators who had been thrown
out of Woodruff Park by the po-
lice moved into upper floors of
the Peachtree-Pine homeless
shelter in a full-scale embrace of
the cause of the 600 residents 

Dissenting, or Seeking Shelter? Homeless Stake a Claim at Protests
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The Occupy Los Angeles protest draws homeless people from Skid Row, a few blocks away.
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By NADA BAKRI

BEIRUT, Lebanon — The Leb-
anese police have accused Syria
of orchestrating the kidnapping
of Syrian dissidents in Lebanon,
a country that has served as a ha-
ven for them since the uprising
against the government of Presi-
dent Bashar al-Assad began
nearly eight months ago. 

In one case, Shibli al-Aisamy,
89, a founder of Syria’s governing
Baath Party who has become a
leading voice of dissent against
Mr. Assad, disappeared in late
May while visiting his daughter
outside Beirut. He went out for a
walk and was picked up by peo-
ple in a black sport utility vehicle,
who spirited him across the bor-
der, the Lebanese police said.

In another case, the police said,
three Syrian brothers, the Jas-
sems, were kidnapped in Febru-
ary by rogue members of the
Lebanese security forces using
Syrian Embassy vehicles, again
black S.U.V.’s. The Jassem broth-
ers have not been heard from
since.

In closed-door testimony be-
fore the Lebanese Parliament in
October, the head of the Internal
Security Forces, Gen. Ashraf Rifi,
said Syria was behind both kid-
nappings and presented a de-
tailed report with license plate
numbers, cellphone records and 
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By WALT BOGDANICH
and DEBORAH SONTAG

LES CAYES, Haiti — It is a le-
gal spectacle unlike anything
Haiti has seen: the government
trying 13 of its own police officers
— including high-ranking prison
officials and riot squad members
— on charges of murder, attempt-
ed murder or other crimes stem-
ming from a prison massacre
here last year.

Now in its third week, this in-
tense drama is unfolding in a
public theater at the center of
town where hundreds of local
residents wedge themselves into
every corner and crevice as they
watch in suffocating heat what
the new government trumpets as
the blossoming of Haiti’s rule of
law. 

By American legal standards,
the trial in this provincial seaside
city is more than a little bizarre:
small bottles of Roi des Coqs rum
are sold inside the doorway; de-
fense lawyers shout insults at the
judge, claiming the trial is fixed;

observers cheer as if they were at
a soccer game, while some wit-
nesses testify in semidarkness
because the building has no
lights. 

Yet for all its quirks, the trial of
these police officers — 21 more
have been charged but are not
yet in custody — is remarkable
given Haiti’s history of ruthless
dictators, corrupt courts and un-
punished crimes. Three inmates
testified on Thursday against the
same police force that was guard-
ing them in the prison in Les
Cayes, accusing the defendants
of indiscriminate executions and
beatings.

One prosecution witness, Pat-
rick Olcine, told the judge last
week that he had been shot in the
back but had never gone to the

hospital. Asked why, Mr. Olcine
replied: “They were taking dead
people and living people, and
they were picking them up to-
gether. I didn’t want them to pick
me up and go bury me.”

More than 20 detainees died
and at least 15 were wounded,
said Jean-Marie J. Salomon, the
lead prosecutor in the case.

Josué Pierre-Louis, Haiti’s new
justice minister, showed his sup-
port by visiting the trial late last
week. “Haiti has a reputation for
impunity,” he said. “This trial is a
valuable opportunity to show jus-
tice is working, to show that no
one is above the law.” 

The massacre took place amid
the chaos after Haiti’s devastat-
ing earthquake on Jan. 12, 2010,
and the government largely ac-
cepted the explanation of prison
officials that a single detainee
had fatally shot the inmates dur-
ing a disturbance at the prison.

But an investigation by The
New York Times in May 2010 con-
tradicted that account. It found
that the officers had shot un-

Raucous Trial Is a Test of Haiti’s Legal System

ANDRES MARTINEZ CASARES FOR THE NEW YORK TIMES

Haitians endure suffocating heat in a theater in Les Cayes to see the spectacle of police officers on trial in a prison massacre case. 
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FEDERAL regulators have discovered that 
hundreds of millions of dollars in customer 
money has gone missing from MF Global 

in recent days, prompting an investigation into 
the brokerage firm, which is run by Jon S. Cor-
zine, the former New Jersey governor, several 
people briefed on the matter said on Monday.

The recognition that money was missing 
scuttled at the 11th hour an agreement to sell 
a major part of MF Global to a rival brokerage 
firm. MF Global had staked its survival on com-
pleting the deal. Instead, the New York-based 
firm filed for bankruptcy on Monday.

Regulators are examining whether MF 
Global diverted some customer funds to sup-
port its own trades as the firm teetered on the 
brink of collapse.

The discovery that money could not be lo-
cated might simply reflect sloppy internal con-
trols at MF Global. It is still unclear where the 
money went. At first, as much as $950 million 
was believed to be missing, but as the firm sort-
ed through its bankruptcy, that figure fell to less 
than $700 million by late Monday, the people 
briefed on the matter said. Additional funds are 
expected to trickle in over the coming days.

But the investigation, which is in its earliest 
stages, may uncover something more intention-
al and troubling.

In any case, what led to the unaccounted-for 
cash could violate a tenet of Wall Street regula-
tion: Customers’ funds must be kept separate 
from company money. One of the basic duties of 
any brokerage firm is to keep track of customer 
accounts on a daily basis.

Neither MF Global nor Mr. Corzine has 
been accused of any wrongdoing. Lawyers for 
MF Global did not respond to requests for com-
ment.

Now, the inquiry threatens to tarnish fur-
ther the reputation of Mr. Corzine, the former 
Goldman Sachs executive who had sought to re-
vive his Wall Street career last year just a few 
months after being defeated for re-election as 
New Jersey’s governor.

When he arrived at MF Global — after more 
than a decade in politics, including serving as 
a Democratic United States senator from New 
Jersey — Mr. Corzine sought to bolster profits 
by increasing the number of bets the firm made 
using its own capital. It was a strategy born of 
his own experience at Goldman, where he rose 
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Federal regulators have dis-
covered that hundreds of millions
of dollars in customer money has
gone missing from MF Global in
recent days, prompting an inves-
tigation into the brokerage firm,
which is run by Jon S. Corzine,
the former New Jersey governor,
several people briefed on the
matter said on Monday. 

The recognition that money
was missing scuttled at the 11th
hour an agreement to sell a major
part of MF Global to a rival bro-
kerage firm. MF Global had
staked its survival on completing
the deal. Instead, the New York-
based firm filed for bankruptcy
on Monday.

Regulators are examining
whether MF Global diverted
some customer funds to support
its own trades as the firm tee-
tered on the brink of collapse.

The discovery that money
could not be located might simply
reflect sloppy internal controls at
MF Global. It is still unclear
where the money went. At first,
as much as $950 million was be-
lieved to be missing, but as the
firm sorted through its bankrupt-
cy, that figure fell to less than
$700 million by late Monday, the
people briefed on the matter said.
Additional funds are expected to
trickle in over the coming days.

But the investigation, which is
in its earliest stages, may uncov-
er something more intentional
and troubling.

In any case, what led to the un-
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By JIM RUTENBERG
and MICHAEL D. SHEAR

Herman Cain, a surprise lead-
er in the Republican race for the
presidency, acknowledged Mon-
day that he was accused of sexu-
al harassment while chief of the
National Restaurant Association
in the 1990s, but he denied wrong-
doing in an episode that has con-
sumed his rising candidacy.

Facing the biggest test of his
campaign just as it was demand-
ing notice from a political world
that had not seen him coming,
Mr. Cain spent the day in a whirl-
wind of television interviews and
news briefings that were origi-
nally supposed to highlight his
economic plans but became an
exercise in damage control.

He maintained that he had
been falsely accused and that in-
ternal investigations at the asso-
ciation had corroborated that.
But his explanations evolved dur-
ing a day in which conservative
supporters rallied against what
they called an unfair attack from
the news media, while others ex-
pressed fresh doubts about a
campaign that has yet to prove it
has the mettle to survive a na-
tional nominating battle.

Mr. Cain’s shifting explana-
tions and the gaps in the story
made it hard to determine the im-
pact of the revelations on his
long-term prospects in states like
Iowa, whose crucial caucuses are
just two months away.

In the early afternoon, Mr. Cain
told a gathering at the National
Press Club in Washington that “I
am unaware of any sort of settle-
ment” related to harassment ac-
cusations, which he called “a
witch hunt.” But in an interview
with Greta Van Susteren of the 
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Herman Cain spoke Monday
at the National Press Club.
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By JAD MOUAWAD

It’s the common tale of woe for
many travelers waiting to board
a plane. First the airline has to go
through a long list of passengers
who have priority: First- and
business-class passengers, fre-
quent fliers, elite card holders,
uniformed members of the mil-
itary, families with children,
those who hold credit cards affili-
ated with the airlines, passengers
who paid for priority seats.

By the time coach travelers are
called, the overhead bins seem to
be already full.

Airlines have been boarding
passengers since the first com-
mercial flight, but as they have
added new classes of seating to
their cabins and new fees for pri-
ority boarding — all in the name

of more revenue — they have
slowed down the whole process. 

Checked-baggage fees have
only added to the problem, be-
cause travelers now take more
roll-ons onboard, blocking the
aisles as they try to cram their
belongings into any available
space. 

And that’s not to mention the
fact that planes are now fuller. 

That is why some airlines have
gone back to the drawing board
to rein in a lengthening process.
As it is, boarding time has dou-
bled over the last decades, ac-
cording to research by Boeing. It
now takes 30 to 40 minutes to
board about 140 passengers on a 

Most Annoying Airline Delays
Might Just Be in the Boarding
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By ADAM NAGOURNEY

LOS ANGELES — Robert
Gaffney, who came here from
Oklahoma 10 years ago, settled
on a scrap of burlap the other day
on a grassy hill outside City Hall,
surveying the tents and crowd
that make up Occupy Los Ange-
les. For many of his neighbors at
City Hall Park, this is a center of
protest and political grievance.
For Mr. Gaffney, it is the latest
piece of land that he calls home.

It is, he said, more comfortable
than the sidewalk in Hollywood
that he has been living on for the
last few months. It is safer and
less sketchy than Skid Row, the
homeless colony a few blocks
away.

“It’s different here,” said Mr.
Gaffney, 31. “I find myself getting
sleep. Interesting conversation.”
He held up a pair of dirty socks.
“But I haven’t figured out how to
do laundry.”

Mr. Gaffney is hardly an un-
usual presence in the Occupy
demonstrations across the coun-
try these days. From Los Angeles
to Wall Street, from Denver to
Boston, homeless men and wom-
en have joined the protesters in
large numbers, or at least have
settled in beside them for the
night. While the economic depri-
vation they suffer might symbol-
ize the grievance at the heart of
this protest, they have come less

for the cause than for what they
almost invariably describe as an
easier existence. There is food, as
well as bathrooms, safety, com-
pany and lots of activity to allow
them to pass away their days.

“When the tents went up, ev-
erybody moved in,” Douglas
Marra, a homeless person in
Denver, said. “They knew they
could get stuff for free.”

But their presence is posing a
mounting quandary for protest-
ers and the authorities, and divi-
sions have arisen among protest-
ers across the country about how
much, if at all, to embrace the in-
terlopers. The rising number of
homeless, many of them suffer-
ing from mental disorders, has
made it easier for Occupy’s oppo-
nents to belittle the movement as

vagrant and lawless and has
raised the pressure on municipal
authorities to crack down.

In Atlanta on Saturday, dem-
onstrators who had been thrown
out of Woodruff Park by the po-
lice moved into upper floors of
the Peachtree-Pine homeless
shelter in a full-scale embrace of
the cause of the 600 residents 

Dissenting, or Seeking Shelter? Homeless Stake a Claim at Protests
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The Occupy Los Angeles protest draws homeless people from Skid Row, a few blocks away.
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By NADA BAKRI

BEIRUT, Lebanon — The Leb-
anese police have accused Syria
of orchestrating the kidnapping
of Syrian dissidents in Lebanon,
a country that has served as a ha-
ven for them since the uprising
against the government of Presi-
dent Bashar al-Assad began
nearly eight months ago. 

In one case, Shibli al-Aisamy,
89, a founder of Syria’s governing
Baath Party who has become a
leading voice of dissent against
Mr. Assad, disappeared in late
May while visiting his daughter
outside Beirut. He went out for a
walk and was picked up by peo-
ple in a black sport utility vehicle,
who spirited him across the bor-
der, the Lebanese police said.

In another case, the police said,
three Syrian brothers, the Jas-
sems, were kidnapped in Febru-
ary by rogue members of the
Lebanese security forces using
Syrian Embassy vehicles, again
black S.U.V.’s. The Jassem broth-
ers have not been heard from
since.

In closed-door testimony be-
fore the Lebanese Parliament in
October, the head of the Internal
Security Forces, Gen. Ashraf Rifi,
said Syria was behind both kid-
nappings and presented a de-
tailed report with license plate
numbers, cellphone records and 

Syria Accused
Of Kidnapping

4 in Lebanon

Continued on Page A11

By WALT BOGDANICH
and DEBORAH SONTAG

LES CAYES, Haiti — It is a le-
gal spectacle unlike anything
Haiti has seen: the government
trying 13 of its own police officers
— including high-ranking prison
officials and riot squad members
— on charges of murder, attempt-
ed murder or other crimes stem-
ming from a prison massacre
here last year.

Now in its third week, this in-
tense drama is unfolding in a
public theater at the center of
town where hundreds of local
residents wedge themselves into
every corner and crevice as they
watch in suffocating heat what
the new government trumpets as
the blossoming of Haiti’s rule of
law. 

By American legal standards,
the trial in this provincial seaside
city is more than a little bizarre:
small bottles of Roi des Coqs rum
are sold inside the doorway; de-
fense lawyers shout insults at the
judge, claiming the trial is fixed;

observers cheer as if they were at
a soccer game, while some wit-
nesses testify in semidarkness
because the building has no
lights. 

Yet for all its quirks, the trial of
these police officers — 21 more
have been charged but are not
yet in custody — is remarkable
given Haiti’s history of ruthless
dictators, corrupt courts and un-
punished crimes. Three inmates
testified on Thursday against the
same police force that was guard-
ing them in the prison in Les
Cayes, accusing the defendants
of indiscriminate executions and
beatings.

One prosecution witness, Pat-
rick Olcine, told the judge last
week that he had been shot in the
back but had never gone to the

hospital. Asked why, Mr. Olcine
replied: “They were taking dead
people and living people, and
they were picking them up to-
gether. I didn’t want them to pick
me up and go bury me.”

More than 20 detainees died
and at least 15 were wounded,
said Jean-Marie J. Salomon, the
lead prosecutor in the case.

Josué Pierre-Louis, Haiti’s new
justice minister, showed his sup-
port by visiting the trial late last
week. “Haiti has a reputation for
impunity,” he said. “This trial is a
valuable opportunity to show jus-
tice is working, to show that no
one is above the law.” 

The massacre took place amid
the chaos after Haiti’s devastat-
ing earthquake on Jan. 12, 2010,
and the government largely ac-
cepted the explanation of prison
officials that a single detainee
had fatally shot the inmates dur-
ing a disturbance at the prison.

But an investigation by The
New York Times in May 2010 con-
tradicted that account. It found
that the officers had shot un-

Raucous Trial Is a Test of Haiti’s Legal System
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Haitians endure suffocating heat in a theater in Les Cayes to see the spectacle of police officers on trial in a prison massacre case. 
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crisis package. Page A12.

Greece to Put Deal to Vote 

VOL. CLXI . . No. 55,576 © 2011 The New York Times NEW YORK, TUESDAY, NOVEMBER 1, 2011

Late Edition
Today, cloudy to partly sunny,
patchy rain in the morning, breezy,
high 54. Tonight, mostly clear, low
42. Tomorrow, plenty of sun, high
58. Weather map is on Page D8.

$2.00

U(D54G1D)y+&!,!?!=!#

C M Y K Nxxx,2011-11-01,A,001,Bs-BK,E3



through the ranks by building out the invest-
ment bank’s formidable United States govern-
ment bond trading arm.

One of his hallmark traits, according to the 
1999 book “Goldman Sachs: The Culture of Suc-
cess,” by Lisa Endlich, was his willingness to 
tolerate losses if the theory behind the trades 
was well thought out.

He made a similar wager at MF Global in 
buying up big holdings of debt from Spain, Italy, 
Portugal, Belgium and Ireland at a discount. 
Once Europe had solved its fiscal problems, 
those bonds would be very profitable.

But when that bet came to light in a regula-
tory filing, it set off alarms on Wall Street. While 
the bonds themselves have lost little value and 
mature in less than a year, MF Global was seen 
as having taken on an enormous amount of risk 
with little room for error given its size. By Fri-
day evening, MF Global was under pressure to 
put up more money to support its trading posi-
tions, threatening to drain the firm’s remaining 
cash.

The collapse of MF Global underscores the 

extent of investor anxiety over Europe’s debt 
crisis. Other financial institutions have been 
buffeted in recent months because of their hold-
ings of debt issued by weak European coun-
tries. The concerns about MF Global’s exposure 
to Europe prompted two ratings agencies to cut 
their ratings on the firm to junk last week.

The firm played down the effect of the rat-
ings, saying, “We believe that it bears no impli-
cations for our clients or the strategic direction 
of MF Global.”

Even by Sunday evening, MF Global 
thought it had averted its demise after a disas-
trous week. Over five days, the firm lost more 
than 67 percent of its market value and was 
downgraded to junk status, which prompted in-
vestor desertions and raised borrowing costs.

Mr. Corzine and his advisers frantically 
called nearly every major Wall Street player, 
hoping to sell at least some of the firm in a bid 
for survival.

On Friday, the asset manager BlackRock 
was hired to help MF Global wind down its bal-
ance sheet, which included efforts to sell its hold-
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The markets were haunted this
Halloween by the ghosts of the
past financial crisis.

With MF Global filing for bank-
ruptcy on Monday, investors
pummeled many financial stocks,
fearful that problems were lurk-
ing on the books of other Wall
Street firms. It was a crisis of
confidence, not unlike in 2008
when the markets punished
stocks on mere speculation of
trouble.

On Monday, companies with
perceived exposure to MF Global
bore the brunt of the pain. The
Jefferies Group, which issued a
statement saying it had a mini-
mal stake in the brokerage, fell
by nearly 10 percent. The For-
tress Investment Group, which
proactively disclosed that it had
“literally zero” exposure,
dropped by more than 11 percent. 

“Investors across the financial
sector are definitely on high alert
trying to avoid or minimize these
sovereign debt exposures,” said
Ed Ditmire, an analyst at Mac-
quarie Capital.

MF Global made a risky bet in
a tumultuous market. Recently,
the firm revealed that it had $6.3
billion of sovereign debt in trou-
bled countries like Italy and
Spain. The position was nearly
five times the firm’s equity of
more than a billion dollars. As the
sovereign debt crisis reached a
peak in October, two rating agen-
cies cut the grades on the compa-
ny’s debt, saying they questioned
the firm’s risk controls given the
size of the position. 

The downgrades sent the com-
pany into a tailspin. Trading part-
ners asked the firm to post more
money against their portfolio.
Adding to the jitters, MF Global
reported a third-quarter loss,
which further eroded its stock
and made its capital position
even more tenuous. The firm
drew down a $1.3 billion credit
line as it fought to stay afloat. But
it proved insufficient, and MF
Global was forced to file for bank-
ruptcy. 

After Moody’s downgrade last
week, MF Global sent a letter to
clients trying to reassure them of
the firm’s strength. On Monday,
as some clients called to ask

questions and liquidate their ac-
counts, MF Global was not pick-
ing up the phone.

Some financial exchanges pre-
vented MF Global employees
from entering Monday, while oth-
ers, including the Chicago Mer-
cantile Exchange and the Inter-
continentalExchange, halted the
firm’s trading in the morning.
That forced clients of MF Global
to sit tight or liquidate their hold-
ings.

“I’m disappointed in the way
the Chicago Mercantile Ex-
change, MF Global and the reg-
ulators have handled this bank-
ruptcy,” said James L. Koutoulas,
chief executive of Typhon Capital
Management, a hedge fund client
of MF Global. “They had no con-
tingency plan in place and just
cut off our trading screens, and
we’re forced to liquidate clients’
accounts unfavorably.”

It is difficult to know what oth-

er firms could face the same
pressure. Most of the small bro-
kerages that clear futures trades
like MF Global are private com-
panies, so their capital positions
are not as vulnerable to the
whims of the public markets. The
rest of the industry is dominated
by large banks, which analysts
say have sufficient capital.

The irony is that MF Global’s
sovereign debt may turn out to be
right — eventually. The firm was
ostensibly making the wager that
Europe would come to the rescue
of its troubled economies and the
countries would not default on
their debt. 

In such an event, MF Global’s
holdings would most likely have
paid off. But investors and others
just did not have the patience to
wait and see. 

“The positions still have not
caused any losses to the best of
my knowledge,” said Richard
Repetto, an analyst at Sandler
O’Neill. “But this risk-taking is
just excessive compared to the
size of the balance sheet.”

MF Global Bankruptcy
Rattles Wall Street Firms

Companies with
perceived ties to the
brokerage suffered in
the markets.

TINA FINEBERG FOR THE NEW YORK TIMES

MF Global tried to reassure clients of its strength last week after
a downgrade, but the company filed for bankruptcy Monday. 

Michael J. de la Merced contribut-
ed reporting.

accounted-for cash could violate
a tenet of Wall Street regulation:
Customers’ funds must be kept
separate from company money.
One of the basic duties of any bro-
kerage firm is to keep track of
customer accounts on a daily ba-
sis. 

Neither MF Global nor Mr.
Corzine has been accused of any
wrongdoing. Lawyers for MF
Global did not respond to re-
quests for comment.

Now, the inquiry threatens to
tarnish further the reputation of
Mr. Corzine, the former Goldman
Sachs executive who had sought
to revive his Wall Street career
last year just a few months after
being defeated for re-election as
New Jersey’s governor. 

When he arrived at MF Global
— after more than a decade in
politics, including serving as a
Democratic United States sena-
tor from New Jersey — Mr. Cor-
zine sought to bolster profits by
increasing the number of bets the
firm made using its own capital.
It was a strategy born of his own
experience at Goldman, where he
rose through the ranks by build-
ing out the investment bank’s for-
midable United States govern-
ment bond trading arm. 

One of his hallmark traits, ac-
cording to the 1999 book “Gold-
man Sachs: The Culture of Suc-
cess,” by Lisa Endlich, was his
willingness to tolerate losses if
the theory behind the trades was
well thought out.

He made a similar wager at
MF Global in buying up big hold-
ings of debt from Spain, Italy,
Portugal, Belgium and Ireland at
a discount. Once Europe had
solved its fiscal problems, those

bonds would be very profitable. 
But when that bet came to light

in a regulatory filing, it set off
alarms on Wall Street. While the
bonds themselves have lost little
value and mature in less than a
year, MF Global was seen as hav-
ing taken on an enormous
amount of risk with little room for
error given its size. By Friday
evening, MF Global was under
pressure to put up more money
to support its trading positions,
threatening to drain the firm’s re-
maining cash.

The collapse of MF Global un-
derscores the extent of investor

anxiety over Europe’s debt crisis.
Other financial institutions have
been buffeted in recent months
because of their holdings of debt
issued by weak European coun-
tries. The concerns about MF
Global’s exposure to Europe
prompted two ratings agencies to
cut their ratings on the firm to
junk last week.

The firm played down the ef-
fect of the ratings, saying, “We
believe that it bears no implica-
tions for our clients or the stra-
tegic direction of MF Global.”

Even by Sunday evening, MF
Global thought it had averted its
demise after a disastrous week.
Over five days, the firm lost more
than 67 percent of its market val-
ue and was downgraded to junk
status, which prompted investor
desertions and raised borrowing

costs.
Mr. Corzine and his advisers

frantically called nearly every
major Wall Street player, hoping
to sell at least some of the firm in
a bid for survival. 

On Friday, the asset manager
BlackRock was hired to help MF
Global wind down its balance
sheet, which included efforts to
sell its holdings of European
debt. BlackRock was able to val-
ue the portfolio, but did not have
time to find a buyer for it given
the other obstacles MF Global
faced, according to people close
to the talks. 

By Saturday, Jefferies & Com-
pany became the lead bidder to
buy large portions of MF Global,
before backing out late in the day. 

On Sunday, a rival firm, Inter-
active Brokers, emerged as the
new favorite. But the Connecti-
cut-based firm coveted only MF
Global’s futures and securities
customers. 

While MF Global was resigned
to putting its parent company
into bankruptcy, Interactive Bro-
kers was also willing to help prop
up other MF Global units, includ-
ing a British affiliate. 

By late Sunday evening, an
embattled MF Global had all but
signed a deal with Interactive
Brokers. The acquisition would
have mirrored what Lehman
Brothers did in 2008, when its
parent filed for bankruptcy but
Barclays of Britain bought some
of its assets.

But in the middle of the night,
as Interactive Brokers investigat-
ed MF Global’s customer ac-
counts, the potential buyer dis-
covered a serious obstacle: Some
of the customer money was miss-
ing, according to people close to
the discussions. The realization
alarmed Interactive Brokers,
which then abandoned the deal. 

Later on Monday, when ex-
plaining to regulators why the

deal had fallen apart, MF Global
disclosed the concerns over the
missing money, according to a
joint statement issued by the
Commodity Futures Trading
Commission and the Securities
and Exchange Commission. Reg-
ulators, however, first suspected
a potential shortfall days ago as
they gathered at MF Global’s
Midtown Manhattan headquar-
ters, the people briefed on the
matter said. It is not uncommon
for some funds to be unaccounted
for when a financial firm fails, but
the magnitude in the case of MF
Global was unnerving.

For now, there is confusion sur-
rounding the missing MF Global
funds. It is likely, one person
briefed on the matter said, that
some of the money may be “stuck
in the system” as banks holding
the customer funds hesitated last
week to send MF Global the
money. 

But the firm has yet to produce
evidence that all of the $600 mil-
lion or $700 million outstanding is
deposited with the banks, accord-
ing to the people briefed on the
matter. Regulators are looking
into whether the customer funds
were misallocated.

With the deal with Interactive
Brokers dashed, MF Global was
hanging in limbo for several
hours before it filed for bankrupt-
cy. The Federal Reserve Bank of
New York and a number of ex-
changes said they had suspended
MF Global from doing new busi-
ness with them. 

It was not the first time reg-
ulators expressed concerns
about MF Global. 

MF Global confirmed on Mon-
day that the Commodity Futures
Trading Commission and the
S.E.C. — had “expressed their
grave concerns” about the firm’s
viability. 

By midmorning on Monday,
the firm filed for bankruptcy. 

BRENDAN McDERMID/REUTERS

Jon Corzine, foreground, a former Goldman Sachs executive and New Jersey governor, was trying to revive his Wall Street career.

Federal Inquiry Is Cited at Brokerage Firm

Where hundreds of
millions of dollars
may have gone is
unclear.

From Page A1

Azam Ahmed contributed report-
ing. 

of which mature in 2012 — are
still trading at 98 and 99 cents on
the dollar. Mr. Corzine’s invest-
ment thesis always was that the
European Central Bank and the
European Union would find a
way to prop them up. But Mr.
Corzine’s bets also relied on
short-term funding and, given
the skepticism in the market,
counterparties quickly ran for
cover.

Even if Mr. Corzine’s gamble
was right, it is hard to believe
that he could have made such a
large bet at Goldman Sachs.

“The one thing Goldman really
does well — better than everyone
else — is the internal accounting
and compliance function. They
give those people a lot of power,”
Mr. Cohan said. At MF Global,
Mr. Cohan asked: “Who in the
world was going to stand up to
Jon Corzine? Nobody. They
didn’t have the compliance or the
culture.”

That may be the special ingre-
dient at Goldman. While the firm
encourages risk-taking by its
traders, it also empowers its risk
managers — at other firms con-
sidered the back office — to con-
stantly challenge even the most
senior leaders to keep them from
going over the cliff.

Lloyd Blankfein, Goldman’s
current chief executive, loves to
tell people that he spends “98
percent of my time thinking
about 2 percent probabilities.”
That is not something you hear
from most bank chief executives.

In the case of Mr. Corzine, at
MF Global, he was the chairman
and chief executive. Given that

he was directing the investment
strategy, he might as well have
been the compliance officer too.
The only people with any author-
ity who could have meaningfully
pushed back were the board. And
it is possible the Goldman halo

may have even kept regulators at
bay. 

“The firm may have been cut
some slack given who he is,” said
Chris Rupkey, chief financial
economist at Bank of Tokyo-Mi-
tsubishi UFJ. (Still, he says he
think it was unlikely.)

Once outside of the Goldman
fishbowl, with its layers of risk
management, Wall Street can be-
come a lonely place for some of
its most famous alumni. 

Mr. Thain, Goldman’s former
chief financial officer, took the
top job at Merrill Lynch after per-
sonally doing what he thought

was a deep dive into the firm’s fi-
nancial records and declaring
that the firm had a clean bill of
health. Less than a year later, he
was forced to sell the firm to
Bank of America and was later
fired after the disclosure of huge
losses. (In fairness, Mr. Thain
didn’t create Merrill’s problems
— they happened on Stanley
O’Neal’s watch — but he didn’t
manage them particularly well.)

Robert Rubin, the former co-
chairman of Goldman — and for-
mer Treasury secretary — joined
Citigroup as a senior adviser and
board member in 1999. A dazzling

trader when he was at Goldman,
he counseled Citigroup that the
firm should take more risk. While
he did not manage the firm’s
trading or its day-to-day activi-
ties, the firm lost more than 70
percent of its value during his
tenure, and ultimately the gov-
ernment had to bail out the com-
pany twice. It is clearly debatable
whether he deserves blame, but
the outcome is incontrovertible.
What is clear is that Citigroup did
not have the kind of risk manage-
ment or culture that Mr. Rubin
had grown accustomed to at
Goldman.

Likewise, Mr. Flowers, a re-
markable Goldman banker, left
the firm in 1998 to strike out on
his own. One of his first invest-

ments — Long-Term Credit Bank
of Japan, which became Shinsei
Bank — turned out to be a grand
slam home run, reaping him $1
billion in profits. But since then,
the investment has lost ground
and his investment record has
been spotty. His most recent fund
has already lost almost $4 billion. 

Which brings us back to Mr.
Corzine, who is a good friend of
Mr. Flowers. Mr. Corzine hap-
pens to be an operating partner
and investor in Mr. Flowers’s
firm. Mr. Flowers is, in turn, an
investor in MF Global. His fund
stands to lose about $48 million
as a result of MF’s bankruptcy.
Maybe they could have used an-
other risk manager from Gold-
man?

It’s Lonely Without the Goldman Net, as Jon Corzine Is Discovering
From First Business Page

CHRIS RATCLIFFE/BLOOMBERG NEWS

J. Chris Flowers left Goldman in 1998, and his most recent fund has lost almost $4 billion. 

ROB KIM/GETTY IMAGES

John Thain, Goldman’s former chief financial officer, was later
fired from Merrill Lynch after losses were disclosed.

Goldman Sachs’s
internal watchdogs
may be the reason for
the firm’s success.
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By AZAM AHMED

The markets were haunted this
Halloween by the ghosts of the
past financial crisis.

With MF Global filing for bank-
ruptcy on Monday, investors
pummeled many financial stocks,
fearful that problems were lurk-
ing on the books of other Wall
Street firms. It was a crisis of
confidence, not unlike in 2008
when the markets punished
stocks on mere speculation of
trouble.

On Monday, companies with
perceived exposure to MF Global
bore the brunt of the pain. The
Jefferies Group, which issued a
statement saying it had a mini-
mal stake in the brokerage, fell
by nearly 10 percent. The For-
tress Investment Group, which
proactively disclosed that it had
“literally zero” exposure,
dropped by more than 11 percent. 

“Investors across the financial
sector are definitely on high alert
trying to avoid or minimize these
sovereign debt exposures,” said
Ed Ditmire, an analyst at Mac-
quarie Capital.

MF Global made a risky bet in
a tumultuous market. Recently,
the firm revealed that it had $6.3
billion of sovereign debt in trou-
bled countries like Italy and
Spain. The position was nearly
five times the firm’s equity of
more than a billion dollars. As the
sovereign debt crisis reached a
peak in October, two rating agen-
cies cut the grades on the compa-
ny’s debt, saying they questioned
the firm’s risk controls given the
size of the position. 

The downgrades sent the com-
pany into a tailspin. Trading part-
ners asked the firm to post more
money against their portfolio.
Adding to the jitters, MF Global
reported a third-quarter loss,
which further eroded its stock
and made its capital position
even more tenuous. The firm
drew down a $1.3 billion credit
line as it fought to stay afloat. But
it proved insufficient, and MF
Global was forced to file for bank-
ruptcy. 

After Moody’s downgrade last
week, MF Global sent a letter to
clients trying to reassure them of
the firm’s strength. On Monday,
as some clients called to ask

questions and liquidate their ac-
counts, MF Global was not pick-
ing up the phone.

Some financial exchanges pre-
vented MF Global employees
from entering Monday, while oth-
ers, including the Chicago Mer-
cantile Exchange and the Inter-
continentalExchange, halted the
firm’s trading in the morning.
That forced clients of MF Global
to sit tight or liquidate their hold-
ings.

“I’m disappointed in the way
the Chicago Mercantile Ex-
change, MF Global and the reg-
ulators have handled this bank-
ruptcy,” said James L. Koutoulas,
chief executive of Typhon Capital
Management, a hedge fund client
of MF Global. “They had no con-
tingency plan in place and just
cut off our trading screens, and
we’re forced to liquidate clients’
accounts unfavorably.”

It is difficult to know what oth-

er firms could face the same
pressure. Most of the small bro-
kerages that clear futures trades
like MF Global are private com-
panies, so their capital positions
are not as vulnerable to the
whims of the public markets. The
rest of the industry is dominated
by large banks, which analysts
say have sufficient capital.

The irony is that MF Global’s
sovereign debt may turn out to be
right — eventually. The firm was
ostensibly making the wager that
Europe would come to the rescue
of its troubled economies and the
countries would not default on
their debt. 

In such an event, MF Global’s
holdings would most likely have
paid off. But investors and others
just did not have the patience to
wait and see. 

“The positions still have not
caused any losses to the best of
my knowledge,” said Richard
Repetto, an analyst at Sandler
O’Neill. “But this risk-taking is
just excessive compared to the
size of the balance sheet.”

MF Global Bankruptcy
Rattles Wall Street Firms

Companies with
perceived ties to the
brokerage suffered in
the markets.

TINA FINEBERG FOR THE NEW YORK TIMES

MF Global tried to reassure clients of its strength last week after
a downgrade, but the company filed for bankruptcy Monday. 

Michael J. de la Merced contribut-
ed reporting.

accounted-for cash could violate
a tenet of Wall Street regulation:
Customers’ funds must be kept
separate from company money.
One of the basic duties of any bro-
kerage firm is to keep track of
customer accounts on a daily ba-
sis. 

Neither MF Global nor Mr.
Corzine has been accused of any
wrongdoing. Lawyers for MF
Global did not respond to re-
quests for comment.

Now, the inquiry threatens to
tarnish further the reputation of
Mr. Corzine, the former Goldman
Sachs executive who had sought
to revive his Wall Street career
last year just a few months after
being defeated for re-election as
New Jersey’s governor. 

When he arrived at MF Global
— after more than a decade in
politics, including serving as a
Democratic United States sena-
tor from New Jersey — Mr. Cor-
zine sought to bolster profits by
increasing the number of bets the
firm made using its own capital.
It was a strategy born of his own
experience at Goldman, where he
rose through the ranks by build-
ing out the investment bank’s for-
midable United States govern-
ment bond trading arm. 

One of his hallmark traits, ac-
cording to the 1999 book “Gold-
man Sachs: The Culture of Suc-
cess,” by Lisa Endlich, was his
willingness to tolerate losses if
the theory behind the trades was
well thought out.

He made a similar wager at
MF Global in buying up big hold-
ings of debt from Spain, Italy,
Portugal, Belgium and Ireland at
a discount. Once Europe had
solved its fiscal problems, those

bonds would be very profitable. 
But when that bet came to light

in a regulatory filing, it set off
alarms on Wall Street. While the
bonds themselves have lost little
value and mature in less than a
year, MF Global was seen as hav-
ing taken on an enormous
amount of risk with little room for
error given its size. By Friday
evening, MF Global was under
pressure to put up more money
to support its trading positions,
threatening to drain the firm’s re-
maining cash.

The collapse of MF Global un-
derscores the extent of investor

anxiety over Europe’s debt crisis.
Other financial institutions have
been buffeted in recent months
because of their holdings of debt
issued by weak European coun-
tries. The concerns about MF
Global’s exposure to Europe
prompted two ratings agencies to
cut their ratings on the firm to
junk last week.

The firm played down the ef-
fect of the ratings, saying, “We
believe that it bears no implica-
tions for our clients or the stra-
tegic direction of MF Global.”

Even by Sunday evening, MF
Global thought it had averted its
demise after a disastrous week.
Over five days, the firm lost more
than 67 percent of its market val-
ue and was downgraded to junk
status, which prompted investor
desertions and raised borrowing

costs.
Mr. Corzine and his advisers

frantically called nearly every
major Wall Street player, hoping
to sell at least some of the firm in
a bid for survival. 

On Friday, the asset manager
BlackRock was hired to help MF
Global wind down its balance
sheet, which included efforts to
sell its holdings of European
debt. BlackRock was able to val-
ue the portfolio, but did not have
time to find a buyer for it given
the other obstacles MF Global
faced, according to people close
to the talks. 

By Saturday, Jefferies & Com-
pany became the lead bidder to
buy large portions of MF Global,
before backing out late in the day. 

On Sunday, a rival firm, Inter-
active Brokers, emerged as the
new favorite. But the Connecti-
cut-based firm coveted only MF
Global’s futures and securities
customers. 

While MF Global was resigned
to putting its parent company
into bankruptcy, Interactive Bro-
kers was also willing to help prop
up other MF Global units, includ-
ing a British affiliate. 

By late Sunday evening, an
embattled MF Global had all but
signed a deal with Interactive
Brokers. The acquisition would
have mirrored what Lehman
Brothers did in 2008, when its
parent filed for bankruptcy but
Barclays of Britain bought some
of its assets.

But in the middle of the night,
as Interactive Brokers investigat-
ed MF Global’s customer ac-
counts, the potential buyer dis-
covered a serious obstacle: Some
of the customer money was miss-
ing, according to people close to
the discussions. The realization
alarmed Interactive Brokers,
which then abandoned the deal. 

Later on Monday, when ex-
plaining to regulators why the

deal had fallen apart, MF Global
disclosed the concerns over the
missing money, according to a
joint statement issued by the
Commodity Futures Trading
Commission and the Securities
and Exchange Commission. Reg-
ulators, however, first suspected
a potential shortfall days ago as
they gathered at MF Global’s
Midtown Manhattan headquar-
ters, the people briefed on the
matter said. It is not uncommon
for some funds to be unaccounted
for when a financial firm fails, but
the magnitude in the case of MF
Global was unnerving.

For now, there is confusion sur-
rounding the missing MF Global
funds. It is likely, one person
briefed on the matter said, that
some of the money may be “stuck
in the system” as banks holding
the customer funds hesitated last
week to send MF Global the
money. 

But the firm has yet to produce
evidence that all of the $600 mil-
lion or $700 million outstanding is
deposited with the banks, accord-
ing to the people briefed on the
matter. Regulators are looking
into whether the customer funds
were misallocated.

With the deal with Interactive
Brokers dashed, MF Global was
hanging in limbo for several
hours before it filed for bankrupt-
cy. The Federal Reserve Bank of
New York and a number of ex-
changes said they had suspended
MF Global from doing new busi-
ness with them. 

It was not the first time reg-
ulators expressed concerns
about MF Global. 

MF Global confirmed on Mon-
day that the Commodity Futures
Trading Commission and the
S.E.C. — had “expressed their
grave concerns” about the firm’s
viability. 

By midmorning on Monday,
the firm filed for bankruptcy. 

BRENDAN McDERMID/REUTERS

Jon Corzine, foreground, a former Goldman Sachs executive and New Jersey governor, was trying to revive his Wall Street career.

Federal Inquiry Is Cited at Brokerage Firm

Where hundreds of
millions of dollars
may have gone is
unclear.

From Page A1

Azam Ahmed contributed report-
ing. 

of which mature in 2012 — are
still trading at 98 and 99 cents on
the dollar. Mr. Corzine’s invest-
ment thesis always was that the
European Central Bank and the
European Union would find a
way to prop them up. But Mr.
Corzine’s bets also relied on
short-term funding and, given
the skepticism in the market,
counterparties quickly ran for
cover.

Even if Mr. Corzine’s gamble
was right, it is hard to believe
that he could have made such a
large bet at Goldman Sachs.

“The one thing Goldman really
does well — better than everyone
else — is the internal accounting
and compliance function. They
give those people a lot of power,”
Mr. Cohan said. At MF Global,
Mr. Cohan asked: “Who in the
world was going to stand up to
Jon Corzine? Nobody. They
didn’t have the compliance or the
culture.”

That may be the special ingre-
dient at Goldman. While the firm
encourages risk-taking by its
traders, it also empowers its risk
managers — at other firms con-
sidered the back office — to con-
stantly challenge even the most
senior leaders to keep them from
going over the cliff.

Lloyd Blankfein, Goldman’s
current chief executive, loves to
tell people that he spends “98
percent of my time thinking
about 2 percent probabilities.”
That is not something you hear
from most bank chief executives.

In the case of Mr. Corzine, at
MF Global, he was the chairman
and chief executive. Given that

he was directing the investment
strategy, he might as well have
been the compliance officer too.
The only people with any author-
ity who could have meaningfully
pushed back were the board. And
it is possible the Goldman halo

may have even kept regulators at
bay. 

“The firm may have been cut
some slack given who he is,” said
Chris Rupkey, chief financial
economist at Bank of Tokyo-Mi-
tsubishi UFJ. (Still, he says he
think it was unlikely.)

Once outside of the Goldman
fishbowl, with its layers of risk
management, Wall Street can be-
come a lonely place for some of
its most famous alumni. 

Mr. Thain, Goldman’s former
chief financial officer, took the
top job at Merrill Lynch after per-
sonally doing what he thought

was a deep dive into the firm’s fi-
nancial records and declaring
that the firm had a clean bill of
health. Less than a year later, he
was forced to sell the firm to
Bank of America and was later
fired after the disclosure of huge
losses. (In fairness, Mr. Thain
didn’t create Merrill’s problems
— they happened on Stanley
O’Neal’s watch — but he didn’t
manage them particularly well.)

Robert Rubin, the former co-
chairman of Goldman — and for-
mer Treasury secretary — joined
Citigroup as a senior adviser and
board member in 1999. A dazzling

trader when he was at Goldman,
he counseled Citigroup that the
firm should take more risk. While
he did not manage the firm’s
trading or its day-to-day activi-
ties, the firm lost more than 70
percent of its value during his
tenure, and ultimately the gov-
ernment had to bail out the com-
pany twice. It is clearly debatable
whether he deserves blame, but
the outcome is incontrovertible.
What is clear is that Citigroup did
not have the kind of risk manage-
ment or culture that Mr. Rubin
had grown accustomed to at
Goldman.

Likewise, Mr. Flowers, a re-
markable Goldman banker, left
the firm in 1998 to strike out on
his own. One of his first invest-

ments — Long-Term Credit Bank
of Japan, which became Shinsei
Bank — turned out to be a grand
slam home run, reaping him $1
billion in profits. But since then,
the investment has lost ground
and his investment record has
been spotty. His most recent fund
has already lost almost $4 billion. 

Which brings us back to Mr.
Corzine, who is a good friend of
Mr. Flowers. Mr. Corzine hap-
pens to be an operating partner
and investor in Mr. Flowers’s
firm. Mr. Flowers is, in turn, an
investor in MF Global. His fund
stands to lose about $48 million
as a result of MF’s bankruptcy.
Maybe they could have used an-
other risk manager from Gold-
man?

It’s Lonely Without the Goldman Net, as Jon Corzine Is Discovering
From First Business Page
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J. Chris Flowers left Goldman in 1998, and his most recent fund has lost almost $4 billion. 
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John Thain, Goldman’s former chief financial officer, was later
fired from Merrill Lynch after losses were disclosed.

Goldman Sachs’s
internal watchdogs
may be the reason for
the firm’s success.
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The markets were haunted this
Halloween by the ghosts of the
past financial crisis.

With MF Global filing for bank-
ruptcy on Monday, investors
pummeled many financial stocks,
fearful that problems were lurk-
ing on the books of other Wall
Street firms. It was a crisis of
confidence, not unlike in 2008
when the markets punished
stocks on mere speculation of
trouble.

On Monday, companies with
perceived exposure to MF Global
bore the brunt of the pain. The
Jefferies Group, which issued a
statement saying it had a mini-
mal stake in the brokerage, fell
by nearly 10 percent. The For-
tress Investment Group, which
proactively disclosed that it had
“literally zero” exposure,
dropped by more than 11 percent. 

“Investors across the financial
sector are definitely on high alert
trying to avoid or minimize these
sovereign debt exposures,” said
Ed Ditmire, an analyst at Mac-
quarie Capital.

MF Global made a risky bet in
a tumultuous market. Recently,
the firm revealed that it had $6.3
billion of sovereign debt in trou-
bled countries like Italy and
Spain. The position was nearly
five times the firm’s equity of
more than a billion dollars. As the
sovereign debt crisis reached a
peak in October, two rating agen-
cies cut the grades on the compa-
ny’s debt, saying they questioned
the firm’s risk controls given the
size of the position. 

The downgrades sent the com-
pany into a tailspin. Trading part-
ners asked the firm to post more
money against their portfolio.
Adding to the jitters, MF Global
reported a third-quarter loss,
which further eroded its stock
and made its capital position
even more tenuous. The firm
drew down a $1.3 billion credit
line as it fought to stay afloat. But
it proved insufficient, and MF
Global was forced to file for bank-
ruptcy. 

After Moody’s downgrade last
week, MF Global sent a letter to
clients trying to reassure them of
the firm’s strength. On Monday,
as some clients called to ask

questions and liquidate their ac-
counts, MF Global was not pick-
ing up the phone.

Some financial exchanges pre-
vented MF Global employees
from entering Monday, while oth-
ers, including the Chicago Mer-
cantile Exchange and the Inter-
continentalExchange, halted the
firm’s trading in the morning.
That forced clients of MF Global
to sit tight or liquidate their hold-
ings.

“I’m disappointed in the way
the Chicago Mercantile Ex-
change, MF Global and the reg-
ulators have handled this bank-
ruptcy,” said James L. Koutoulas,
chief executive of Typhon Capital
Management, a hedge fund client
of MF Global. “They had no con-
tingency plan in place and just
cut off our trading screens, and
we’re forced to liquidate clients’
accounts unfavorably.”

It is difficult to know what oth-

er firms could face the same
pressure. Most of the small bro-
kerages that clear futures trades
like MF Global are private com-
panies, so their capital positions
are not as vulnerable to the
whims of the public markets. The
rest of the industry is dominated
by large banks, which analysts
say have sufficient capital.

The irony is that MF Global’s
sovereign debt may turn out to be
right — eventually. The firm was
ostensibly making the wager that
Europe would come to the rescue
of its troubled economies and the
countries would not default on
their debt. 

In such an event, MF Global’s
holdings would most likely have
paid off. But investors and others
just did not have the patience to
wait and see. 

“The positions still have not
caused any losses to the best of
my knowledge,” said Richard
Repetto, an analyst at Sandler
O’Neill. “But this risk-taking is
just excessive compared to the
size of the balance sheet.”

MF Global Bankruptcy
Rattles Wall Street Firms

Companies with
perceived ties to the
brokerage suffered in
the markets.

TINA FINEBERG FOR THE NEW YORK TIMES

MF Global tried to reassure clients of its strength last week after
a downgrade, but the company filed for bankruptcy Monday. 

Michael J. de la Merced contribut-
ed reporting.

accounted-for cash could violate
a tenet of Wall Street regulation:
Customers’ funds must be kept
separate from company money.
One of the basic duties of any bro-
kerage firm is to keep track of
customer accounts on a daily ba-
sis. 

Neither MF Global nor Mr.
Corzine has been accused of any
wrongdoing. Lawyers for MF
Global did not respond to re-
quests for comment.

Now, the inquiry threatens to
tarnish further the reputation of
Mr. Corzine, the former Goldman
Sachs executive who had sought
to revive his Wall Street career
last year just a few months after
being defeated for re-election as
New Jersey’s governor. 

When he arrived at MF Global
— after more than a decade in
politics, including serving as a
Democratic United States sena-
tor from New Jersey — Mr. Cor-
zine sought to bolster profits by
increasing the number of bets the
firm made using its own capital.
It was a strategy born of his own
experience at Goldman, where he
rose through the ranks by build-
ing out the investment bank’s for-
midable United States govern-
ment bond trading arm. 

One of his hallmark traits, ac-
cording to the 1999 book “Gold-
man Sachs: The Culture of Suc-
cess,” by Lisa Endlich, was his
willingness to tolerate losses if
the theory behind the trades was
well thought out.

He made a similar wager at
MF Global in buying up big hold-
ings of debt from Spain, Italy,
Portugal, Belgium and Ireland at
a discount. Once Europe had
solved its fiscal problems, those

bonds would be very profitable. 
But when that bet came to light

in a regulatory filing, it set off
alarms on Wall Street. While the
bonds themselves have lost little
value and mature in less than a
year, MF Global was seen as hav-
ing taken on an enormous
amount of risk with little room for
error given its size. By Friday
evening, MF Global was under
pressure to put up more money
to support its trading positions,
threatening to drain the firm’s re-
maining cash.

The collapse of MF Global un-
derscores the extent of investor

anxiety over Europe’s debt crisis.
Other financial institutions have
been buffeted in recent months
because of their holdings of debt
issued by weak European coun-
tries. The concerns about MF
Global’s exposure to Europe
prompted two ratings agencies to
cut their ratings on the firm to
junk last week.

The firm played down the ef-
fect of the ratings, saying, “We
believe that it bears no implica-
tions for our clients or the stra-
tegic direction of MF Global.”

Even by Sunday evening, MF
Global thought it had averted its
demise after a disastrous week.
Over five days, the firm lost more
than 67 percent of its market val-
ue and was downgraded to junk
status, which prompted investor
desertions and raised borrowing

costs.
Mr. Corzine and his advisers

frantically called nearly every
major Wall Street player, hoping
to sell at least some of the firm in
a bid for survival. 

On Friday, the asset manager
BlackRock was hired to help MF
Global wind down its balance
sheet, which included efforts to
sell its holdings of European
debt. BlackRock was able to val-
ue the portfolio, but did not have
time to find a buyer for it given
the other obstacles MF Global
faced, according to people close
to the talks. 

By Saturday, Jefferies & Com-
pany became the lead bidder to
buy large portions of MF Global,
before backing out late in the day. 

On Sunday, a rival firm, Inter-
active Brokers, emerged as the
new favorite. But the Connecti-
cut-based firm coveted only MF
Global’s futures and securities
customers. 

While MF Global was resigned
to putting its parent company
into bankruptcy, Interactive Bro-
kers was also willing to help prop
up other MF Global units, includ-
ing a British affiliate. 

By late Sunday evening, an
embattled MF Global had all but
signed a deal with Interactive
Brokers. The acquisition would
have mirrored what Lehman
Brothers did in 2008, when its
parent filed for bankruptcy but
Barclays of Britain bought some
of its assets.

But in the middle of the night,
as Interactive Brokers investigat-
ed MF Global’s customer ac-
counts, the potential buyer dis-
covered a serious obstacle: Some
of the customer money was miss-
ing, according to people close to
the discussions. The realization
alarmed Interactive Brokers,
which then abandoned the deal. 

Later on Monday, when ex-
plaining to regulators why the

deal had fallen apart, MF Global
disclosed the concerns over the
missing money, according to a
joint statement issued by the
Commodity Futures Trading
Commission and the Securities
and Exchange Commission. Reg-
ulators, however, first suspected
a potential shortfall days ago as
they gathered at MF Global’s
Midtown Manhattan headquar-
ters, the people briefed on the
matter said. It is not uncommon
for some funds to be unaccounted
for when a financial firm fails, but
the magnitude in the case of MF
Global was unnerving.

For now, there is confusion sur-
rounding the missing MF Global
funds. It is likely, one person
briefed on the matter said, that
some of the money may be “stuck
in the system” as banks holding
the customer funds hesitated last
week to send MF Global the
money. 

But the firm has yet to produce
evidence that all of the $600 mil-
lion or $700 million outstanding is
deposited with the banks, accord-
ing to the people briefed on the
matter. Regulators are looking
into whether the customer funds
were misallocated.

With the deal with Interactive
Brokers dashed, MF Global was
hanging in limbo for several
hours before it filed for bankrupt-
cy. The Federal Reserve Bank of
New York and a number of ex-
changes said they had suspended
MF Global from doing new busi-
ness with them. 

It was not the first time reg-
ulators expressed concerns
about MF Global. 

MF Global confirmed on Mon-
day that the Commodity Futures
Trading Commission and the
S.E.C. — had “expressed their
grave concerns” about the firm’s
viability. 

By midmorning on Monday,
the firm filed for bankruptcy. 

BRENDAN McDERMID/REUTERS

Jon Corzine, foreground, a former Goldman Sachs executive and New Jersey governor, was trying to revive his Wall Street career.

Federal Inquiry Is Cited at Brokerage Firm

Where hundreds of
millions of dollars
may have gone is
unclear.
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of which mature in 2012 — are
still trading at 98 and 99 cents on
the dollar. Mr. Corzine’s invest-
ment thesis always was that the
European Central Bank and the
European Union would find a
way to prop them up. But Mr.
Corzine’s bets also relied on
short-term funding and, given
the skepticism in the market,
counterparties quickly ran for
cover.

Even if Mr. Corzine’s gamble
was right, it is hard to believe
that he could have made such a
large bet at Goldman Sachs.

“The one thing Goldman really
does well — better than everyone
else — is the internal accounting
and compliance function. They
give those people a lot of power,”
Mr. Cohan said. At MF Global,
Mr. Cohan asked: “Who in the
world was going to stand up to
Jon Corzine? Nobody. They
didn’t have the compliance or the
culture.”

That may be the special ingre-
dient at Goldman. While the firm
encourages risk-taking by its
traders, it also empowers its risk
managers — at other firms con-
sidered the back office — to con-
stantly challenge even the most
senior leaders to keep them from
going over the cliff.

Lloyd Blankfein, Goldman’s
current chief executive, loves to
tell people that he spends “98
percent of my time thinking
about 2 percent probabilities.”
That is not something you hear
from most bank chief executives.

In the case of Mr. Corzine, at
MF Global, he was the chairman
and chief executive. Given that

he was directing the investment
strategy, he might as well have
been the compliance officer too.
The only people with any author-
ity who could have meaningfully
pushed back were the board. And
it is possible the Goldman halo

may have even kept regulators at
bay. 

“The firm may have been cut
some slack given who he is,” said
Chris Rupkey, chief financial
economist at Bank of Tokyo-Mi-
tsubishi UFJ. (Still, he says he
think it was unlikely.)

Once outside of the Goldman
fishbowl, with its layers of risk
management, Wall Street can be-
come a lonely place for some of
its most famous alumni. 

Mr. Thain, Goldman’s former
chief financial officer, took the
top job at Merrill Lynch after per-
sonally doing what he thought

was a deep dive into the firm’s fi-
nancial records and declaring
that the firm had a clean bill of
health. Less than a year later, he
was forced to sell the firm to
Bank of America and was later
fired after the disclosure of huge
losses. (In fairness, Mr. Thain
didn’t create Merrill’s problems
— they happened on Stanley
O’Neal’s watch — but he didn’t
manage them particularly well.)

Robert Rubin, the former co-
chairman of Goldman — and for-
mer Treasury secretary — joined
Citigroup as a senior adviser and
board member in 1999. A dazzling

trader when he was at Goldman,
he counseled Citigroup that the
firm should take more risk. While
he did not manage the firm’s
trading or its day-to-day activi-
ties, the firm lost more than 70
percent of its value during his
tenure, and ultimately the gov-
ernment had to bail out the com-
pany twice. It is clearly debatable
whether he deserves blame, but
the outcome is incontrovertible.
What is clear is that Citigroup did
not have the kind of risk manage-
ment or culture that Mr. Rubin
had grown accustomed to at
Goldman.

Likewise, Mr. Flowers, a re-
markable Goldman banker, left
the firm in 1998 to strike out on
his own. One of his first invest-

ments — Long-Term Credit Bank
of Japan, which became Shinsei
Bank — turned out to be a grand
slam home run, reaping him $1
billion in profits. But since then,
the investment has lost ground
and his investment record has
been spotty. His most recent fund
has already lost almost $4 billion. 

Which brings us back to Mr.
Corzine, who is a good friend of
Mr. Flowers. Mr. Corzine hap-
pens to be an operating partner
and investor in Mr. Flowers’s
firm. Mr. Flowers is, in turn, an
investor in MF Global. His fund
stands to lose about $48 million
as a result of MF’s bankruptcy.
Maybe they could have used an-
other risk manager from Gold-
man?

It’s Lonely Without the Goldman Net, as Jon Corzine Is Discovering
From First Business Page
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J. Chris Flowers left Goldman in 1998, and his most recent fund has lost almost $4 billion. 
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John Thain, Goldman’s former chief financial officer, was later
fired from Merrill Lynch after losses were disclosed.

Goldman Sachs’s
internal watchdogs
may be the reason for
the firm’s success.
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By AZAM AHMED

The markets were haunted this
Halloween by the ghosts of the
past financial crisis.

With MF Global filing for bank-
ruptcy on Monday, investors
pummeled many financial stocks,
fearful that problems were lurk-
ing on the books of other Wall
Street firms. It was a crisis of
confidence, not unlike in 2008
when the markets punished
stocks on mere speculation of
trouble.

On Monday, companies with
perceived exposure to MF Global
bore the brunt of the pain. The
Jefferies Group, which issued a
statement saying it had a mini-
mal stake in the brokerage, fell
by nearly 10 percent. The For-
tress Investment Group, which
proactively disclosed that it had
“literally zero” exposure,
dropped by more than 11 percent. 

“Investors across the financial
sector are definitely on high alert
trying to avoid or minimize these
sovereign debt exposures,” said
Ed Ditmire, an analyst at Mac-
quarie Capital.

MF Global made a risky bet in
a tumultuous market. Recently,
the firm revealed that it had $6.3
billion of sovereign debt in trou-
bled countries like Italy and
Spain. The position was nearly
five times the firm’s equity of
more than a billion dollars. As the
sovereign debt crisis reached a
peak in October, two rating agen-
cies cut the grades on the compa-
ny’s debt, saying they questioned
the firm’s risk controls given the
size of the position. 

The downgrades sent the com-
pany into a tailspin. Trading part-
ners asked the firm to post more
money against their portfolio.
Adding to the jitters, MF Global
reported a third-quarter loss,
which further eroded its stock
and made its capital position
even more tenuous. The firm
drew down a $1.3 billion credit
line as it fought to stay afloat. But
it proved insufficient, and MF
Global was forced to file for bank-
ruptcy. 

After Moody’s downgrade last
week, MF Global sent a letter to
clients trying to reassure them of
the firm’s strength. On Monday,
as some clients called to ask

questions and liquidate their ac-
counts, MF Global was not pick-
ing up the phone.

Some financial exchanges pre-
vented MF Global employees
from entering Monday, while oth-
ers, including the Chicago Mer-
cantile Exchange and the Inter-
continentalExchange, halted the
firm’s trading in the morning.
That forced clients of MF Global
to sit tight or liquidate their hold-
ings.

“I’m disappointed in the way
the Chicago Mercantile Ex-
change, MF Global and the reg-
ulators have handled this bank-
ruptcy,” said James L. Koutoulas,
chief executive of Typhon Capital
Management, a hedge fund client
of MF Global. “They had no con-
tingency plan in place and just
cut off our trading screens, and
we’re forced to liquidate clients’
accounts unfavorably.”

It is difficult to know what oth-

er firms could face the same
pressure. Most of the small bro-
kerages that clear futures trades
like MF Global are private com-
panies, so their capital positions
are not as vulnerable to the
whims of the public markets. The
rest of the industry is dominated
by large banks, which analysts
say have sufficient capital.

The irony is that MF Global’s
sovereign debt may turn out to be
right — eventually. The firm was
ostensibly making the wager that
Europe would come to the rescue
of its troubled economies and the
countries would not default on
their debt. 

In such an event, MF Global’s
holdings would most likely have
paid off. But investors and others
just did not have the patience to
wait and see. 

“The positions still have not
caused any losses to the best of
my knowledge,” said Richard
Repetto, an analyst at Sandler
O’Neill. “But this risk-taking is
just excessive compared to the
size of the balance sheet.”

MF Global Bankruptcy
Rattles Wall Street Firms

Companies with
perceived ties to the
brokerage suffered in
the markets.

TINA FINEBERG FOR THE NEW YORK TIMES

MF Global tried to reassure clients of its strength last week after
a downgrade, but the company filed for bankruptcy Monday. 

Michael J. de la Merced contribut-
ed reporting.

accounted-for cash could violate
a tenet of Wall Street regulation:
Customers’ funds must be kept
separate from company money.
One of the basic duties of any bro-
kerage firm is to keep track of
customer accounts on a daily ba-
sis. 

Neither MF Global nor Mr.
Corzine has been accused of any
wrongdoing. Lawyers for MF
Global did not respond to re-
quests for comment.

Now, the inquiry threatens to
tarnish further the reputation of
Mr. Corzine, the former Goldman
Sachs executive who had sought
to revive his Wall Street career
last year just a few months after
being defeated for re-election as
New Jersey’s governor. 

When he arrived at MF Global
— after more than a decade in
politics, including serving as a
Democratic United States sena-
tor from New Jersey — Mr. Cor-
zine sought to bolster profits by
increasing the number of bets the
firm made using its own capital.
It was a strategy born of his own
experience at Goldman, where he
rose through the ranks by build-
ing out the investment bank’s for-
midable United States govern-
ment bond trading arm. 

One of his hallmark traits, ac-
cording to the 1999 book “Gold-
man Sachs: The Culture of Suc-
cess,” by Lisa Endlich, was his
willingness to tolerate losses if
the theory behind the trades was
well thought out.

He made a similar wager at
MF Global in buying up big hold-
ings of debt from Spain, Italy,
Portugal, Belgium and Ireland at
a discount. Once Europe had
solved its fiscal problems, those

bonds would be very profitable. 
But when that bet came to light

in a regulatory filing, it set off
alarms on Wall Street. While the
bonds themselves have lost little
value and mature in less than a
year, MF Global was seen as hav-
ing taken on an enormous
amount of risk with little room for
error given its size. By Friday
evening, MF Global was under
pressure to put up more money
to support its trading positions,
threatening to drain the firm’s re-
maining cash.

The collapse of MF Global un-
derscores the extent of investor

anxiety over Europe’s debt crisis.
Other financial institutions have
been buffeted in recent months
because of their holdings of debt
issued by weak European coun-
tries. The concerns about MF
Global’s exposure to Europe
prompted two ratings agencies to
cut their ratings on the firm to
junk last week.

The firm played down the ef-
fect of the ratings, saying, “We
believe that it bears no implica-
tions for our clients or the stra-
tegic direction of MF Global.”

Even by Sunday evening, MF
Global thought it had averted its
demise after a disastrous week.
Over five days, the firm lost more
than 67 percent of its market val-
ue and was downgraded to junk
status, which prompted investor
desertions and raised borrowing

costs.
Mr. Corzine and his advisers

frantically called nearly every
major Wall Street player, hoping
to sell at least some of the firm in
a bid for survival. 

On Friday, the asset manager
BlackRock was hired to help MF
Global wind down its balance
sheet, which included efforts to
sell its holdings of European
debt. BlackRock was able to val-
ue the portfolio, but did not have
time to find a buyer for it given
the other obstacles MF Global
faced, according to people close
to the talks. 

By Saturday, Jefferies & Com-
pany became the lead bidder to
buy large portions of MF Global,
before backing out late in the day. 

On Sunday, a rival firm, Inter-
active Brokers, emerged as the
new favorite. But the Connecti-
cut-based firm coveted only MF
Global’s futures and securities
customers. 

While MF Global was resigned
to putting its parent company
into bankruptcy, Interactive Bro-
kers was also willing to help prop
up other MF Global units, includ-
ing a British affiliate. 

By late Sunday evening, an
embattled MF Global had all but
signed a deal with Interactive
Brokers. The acquisition would
have mirrored what Lehman
Brothers did in 2008, when its
parent filed for bankruptcy but
Barclays of Britain bought some
of its assets.

But in the middle of the night,
as Interactive Brokers investigat-
ed MF Global’s customer ac-
counts, the potential buyer dis-
covered a serious obstacle: Some
of the customer money was miss-
ing, according to people close to
the discussions. The realization
alarmed Interactive Brokers,
which then abandoned the deal. 

Later on Monday, when ex-
plaining to regulators why the

deal had fallen apart, MF Global
disclosed the concerns over the
missing money, according to a
joint statement issued by the
Commodity Futures Trading
Commission and the Securities
and Exchange Commission. Reg-
ulators, however, first suspected
a potential shortfall days ago as
they gathered at MF Global’s
Midtown Manhattan headquar-
ters, the people briefed on the
matter said. It is not uncommon
for some funds to be unaccounted
for when a financial firm fails, but
the magnitude in the case of MF
Global was unnerving.

For now, there is confusion sur-
rounding the missing MF Global
funds. It is likely, one person
briefed on the matter said, that
some of the money may be “stuck
in the system” as banks holding
the customer funds hesitated last
week to send MF Global the
money. 

But the firm has yet to produce
evidence that all of the $600 mil-
lion or $700 million outstanding is
deposited with the banks, accord-
ing to the people briefed on the
matter. Regulators are looking
into whether the customer funds
were misallocated.

With the deal with Interactive
Brokers dashed, MF Global was
hanging in limbo for several
hours before it filed for bankrupt-
cy. The Federal Reserve Bank of
New York and a number of ex-
changes said they had suspended
MF Global from doing new busi-
ness with them. 

It was not the first time reg-
ulators expressed concerns
about MF Global. 

MF Global confirmed on Mon-
day that the Commodity Futures
Trading Commission and the
S.E.C. — had “expressed their
grave concerns” about the firm’s
viability. 

By midmorning on Monday,
the firm filed for bankruptcy. 

BRENDAN McDERMID/REUTERS

Jon Corzine, foreground, a former Goldman Sachs executive and New Jersey governor, was trying to revive his Wall Street career.

Federal Inquiry Is Cited at Brokerage Firm

Where hundreds of
millions of dollars
may have gone is
unclear.

From Page A1

Azam Ahmed contributed report-
ing. 

of which mature in 2012 — are
still trading at 98 and 99 cents on
the dollar. Mr. Corzine’s invest-
ment thesis always was that the
European Central Bank and the
European Union would find a
way to prop them up. But Mr.
Corzine’s bets also relied on
short-term funding and, given
the skepticism in the market,
counterparties quickly ran for
cover.

Even if Mr. Corzine’s gamble
was right, it is hard to believe
that he could have made such a
large bet at Goldman Sachs.

“The one thing Goldman really
does well — better than everyone
else — is the internal accounting
and compliance function. They
give those people a lot of power,”
Mr. Cohan said. At MF Global,
Mr. Cohan asked: “Who in the
world was going to stand up to
Jon Corzine? Nobody. They
didn’t have the compliance or the
culture.”

That may be the special ingre-
dient at Goldman. While the firm
encourages risk-taking by its
traders, it also empowers its risk
managers — at other firms con-
sidered the back office — to con-
stantly challenge even the most
senior leaders to keep them from
going over the cliff.

Lloyd Blankfein, Goldman’s
current chief executive, loves to
tell people that he spends “98
percent of my time thinking
about 2 percent probabilities.”
That is not something you hear
from most bank chief executives.

In the case of Mr. Corzine, at
MF Global, he was the chairman
and chief executive. Given that

he was directing the investment
strategy, he might as well have
been the compliance officer too.
The only people with any author-
ity who could have meaningfully
pushed back were the board. And
it is possible the Goldman halo

may have even kept regulators at
bay. 

“The firm may have been cut
some slack given who he is,” said
Chris Rupkey, chief financial
economist at Bank of Tokyo-Mi-
tsubishi UFJ. (Still, he says he
think it was unlikely.)

Once outside of the Goldman
fishbowl, with its layers of risk
management, Wall Street can be-
come a lonely place for some of
its most famous alumni. 

Mr. Thain, Goldman’s former
chief financial officer, took the
top job at Merrill Lynch after per-
sonally doing what he thought

was a deep dive into the firm’s fi-
nancial records and declaring
that the firm had a clean bill of
health. Less than a year later, he
was forced to sell the firm to
Bank of America and was later
fired after the disclosure of huge
losses. (In fairness, Mr. Thain
didn’t create Merrill’s problems
— they happened on Stanley
O’Neal’s watch — but he didn’t
manage them particularly well.)

Robert Rubin, the former co-
chairman of Goldman — and for-
mer Treasury secretary — joined
Citigroup as a senior adviser and
board member in 1999. A dazzling

trader when he was at Goldman,
he counseled Citigroup that the
firm should take more risk. While
he did not manage the firm’s
trading or its day-to-day activi-
ties, the firm lost more than 70
percent of its value during his
tenure, and ultimately the gov-
ernment had to bail out the com-
pany twice. It is clearly debatable
whether he deserves blame, but
the outcome is incontrovertible.
What is clear is that Citigroup did
not have the kind of risk manage-
ment or culture that Mr. Rubin
had grown accustomed to at
Goldman.

Likewise, Mr. Flowers, a re-
markable Goldman banker, left
the firm in 1998 to strike out on
his own. One of his first invest-

ments — Long-Term Credit Bank
of Japan, which became Shinsei
Bank — turned out to be a grand
slam home run, reaping him $1
billion in profits. But since then,
the investment has lost ground
and his investment record has
been spotty. His most recent fund
has already lost almost $4 billion. 

Which brings us back to Mr.
Corzine, who is a good friend of
Mr. Flowers. Mr. Corzine hap-
pens to be an operating partner
and investor in Mr. Flowers’s
firm. Mr. Flowers is, in turn, an
investor in MF Global. His fund
stands to lose about $48 million
as a result of MF’s bankruptcy.
Maybe they could have used an-
other risk manager from Gold-
man?

It’s Lonely Without the Goldman Net, as Jon Corzine Is Discovering
From First Business Page

CHRIS RATCLIFFE/BLOOMBERG NEWS

J. Chris Flowers left Goldman in 1998, and his most recent fund has lost almost $4 billion. 

ROB KIM/GETTY IMAGES

John Thain, Goldman’s former chief financial officer, was later
fired from Merrill Lynch after losses were disclosed.

Goldman Sachs’s
internal watchdogs
may be the reason for
the firm’s success.
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ings of European debt. BlackRock was able to 
value the portfolio, but did not have time to find a 
buyer for it given the other obstacles MF Global 
faced, according to people close to the talks.

By Saturday, Jefferies & Company became 
the lead bidder to 
buy large portions 
of MF Global, be-
fore backing out 
late in the day.

On Sunday, a ri-
val firm, Interactive 
Brokers, emerged 
as the new favorite. 
But the Connecti-
cut-based firm cov-

eted only MF Global’s futures and securities 
customers.

While MF Global was resigned to putting 
its parent company into bankruptcy, Interactive 
Brokers was also willing to help prop up other 
MF Global units, including a British affiliate.

By late Sunday evening, an embattled MF 
Global had all but signed a deal with Interac-
tive Brokers. The acquisition would have mir-
rored what Lehman Brothers did in 2008, when 
its parent filed for bankruptcy but Barclays of 
Britain bought some of its assets.

But in the middle of the night, as Interactive 
Brokers investigated MF Global’s customer ac-
counts, the potential buyer discovered a seri-
ous obstacle: Some of the customer money was 
missing, according to people close to the discus-
sions. The realization alarmed Interactive Bro-
kers, which then abandoned the deal.

Later on Monday, when explaining to regu-

lators why the deal had fallen apart, MF Global 
disclosed the concerns over the missing mon-
ey, according to a joint statement issued by 
the Commodity Futures Trading Commission 
and the Securities and Exchange Commission. 
Regulators, however, first suspected a poten-
tial shortfall days ago as they gathered at MF 
Global’s Midtown Manhattan headquarters, the 
people briefed on the matter said. It is not un-
common for some funds to be unaccounted for 
when a financial firm fails, but the magnitude in 
the case of MF Global was unnerving.

For now, there is confusion surrounding the 
missing MF Global funds. It is likely, one per-
son briefed on the matter said, that some of the 
money may be “stuck in the system” as banks 
holding the customer funds hesitated last week 
to send MF Global the money.

But the firm has yet to produce evidence 
that all of the $600 million or $700 million out-
standing is deposited with the banks, according 
to the people briefed on the matter. Regulators 
are looking into whether the customer funds 
were misallocated.

With the deal with Interactive Brokers 
dashed, MF Global was hanging in limbo for 
several hours before it filed for bankruptcy. The 
Federal Reserve Bank of New York and a num-
ber of exchanges said they had suspended MF 
Global from doing new business with them.

It was not the first time regulators ex-
pressed concerns about MF Global.

MF Global confirmed on Monday that the 
Commodity Futures Trading Commission and 
the S.E.C. — had “expressed their grave con-
cerns” about the firm’s viability.

By midmorning on Monday, the firm filed 
for bankruptcy.  n
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By AZAM AHMED

The markets were haunted this
Halloween by the ghosts of the
past financial crisis.

With MF Global filing for bank-
ruptcy on Monday, investors
pummeled many financial stocks,
fearful that problems were lurk-
ing on the books of other Wall
Street firms. It was a crisis of
confidence, not unlike in 2008
when the markets punished
stocks on mere speculation of
trouble.

On Monday, companies with
perceived exposure to MF Global
bore the brunt of the pain. The
Jefferies Group, which issued a
statement saying it had a mini-
mal stake in the brokerage, fell
by nearly 10 percent. The For-
tress Investment Group, which
proactively disclosed that it had
“literally zero” exposure,
dropped by more than 11 percent. 

“Investors across the financial
sector are definitely on high alert
trying to avoid or minimize these
sovereign debt exposures,” said
Ed Ditmire, an analyst at Mac-
quarie Capital.

MF Global made a risky bet in
a tumultuous market. Recently,
the firm revealed that it had $6.3
billion of sovereign debt in trou-
bled countries like Italy and
Spain. The position was nearly
five times the firm’s equity of
more than a billion dollars. As the
sovereign debt crisis reached a
peak in October, two rating agen-
cies cut the grades on the compa-
ny’s debt, saying they questioned
the firm’s risk controls given the
size of the position. 

The downgrades sent the com-
pany into a tailspin. Trading part-
ners asked the firm to post more
money against their portfolio.
Adding to the jitters, MF Global
reported a third-quarter loss,
which further eroded its stock
and made its capital position
even more tenuous. The firm
drew down a $1.3 billion credit
line as it fought to stay afloat. But
it proved insufficient, and MF
Global was forced to file for bank-
ruptcy. 

After Moody’s downgrade last
week, MF Global sent a letter to
clients trying to reassure them of
the firm’s strength. On Monday,
as some clients called to ask

questions and liquidate their ac-
counts, MF Global was not pick-
ing up the phone.

Some financial exchanges pre-
vented MF Global employees
from entering Monday, while oth-
ers, including the Chicago Mer-
cantile Exchange and the Inter-
continentalExchange, halted the
firm’s trading in the morning.
That forced clients of MF Global
to sit tight or liquidate their hold-
ings.

“I’m disappointed in the way
the Chicago Mercantile Ex-
change, MF Global and the reg-
ulators have handled this bank-
ruptcy,” said James L. Koutoulas,
chief executive of Typhon Capital
Management, a hedge fund client
of MF Global. “They had no con-
tingency plan in place and just
cut off our trading screens, and
we’re forced to liquidate clients’
accounts unfavorably.”

It is difficult to know what oth-

er firms could face the same
pressure. Most of the small bro-
kerages that clear futures trades
like MF Global are private com-
panies, so their capital positions
are not as vulnerable to the
whims of the public markets. The
rest of the industry is dominated
by large banks, which analysts
say have sufficient capital.

The irony is that MF Global’s
sovereign debt may turn out to be
right — eventually. The firm was
ostensibly making the wager that
Europe would come to the rescue
of its troubled economies and the
countries would not default on
their debt. 

In such an event, MF Global’s
holdings would most likely have
paid off. But investors and others
just did not have the patience to
wait and see. 

“The positions still have not
caused any losses to the best of
my knowledge,” said Richard
Repetto, an analyst at Sandler
O’Neill. “But this risk-taking is
just excessive compared to the
size of the balance sheet.”

MF Global Bankruptcy
Rattles Wall Street Firms

Companies with
perceived ties to the
brokerage suffered in
the markets.

TINA FINEBERG FOR THE NEW YORK TIMES

MF Global tried to reassure clients of its strength last week after
a downgrade, but the company filed for bankruptcy Monday. 

Michael J. de la Merced contribut-
ed reporting.

accounted-for cash could violate
a tenet of Wall Street regulation:
Customers’ funds must be kept
separate from company money.
One of the basic duties of any bro-
kerage firm is to keep track of
customer accounts on a daily ba-
sis. 

Neither MF Global nor Mr.
Corzine has been accused of any
wrongdoing. Lawyers for MF
Global did not respond to re-
quests for comment.

Now, the inquiry threatens to
tarnish further the reputation of
Mr. Corzine, the former Goldman
Sachs executive who had sought
to revive his Wall Street career
last year just a few months after
being defeated for re-election as
New Jersey’s governor. 

When he arrived at MF Global
— after more than a decade in
politics, including serving as a
Democratic United States sena-
tor from New Jersey — Mr. Cor-
zine sought to bolster profits by
increasing the number of bets the
firm made using its own capital.
It was a strategy born of his own
experience at Goldman, where he
rose through the ranks by build-
ing out the investment bank’s for-
midable United States govern-
ment bond trading arm. 

One of his hallmark traits, ac-
cording to the 1999 book “Gold-
man Sachs: The Culture of Suc-
cess,” by Lisa Endlich, was his
willingness to tolerate losses if
the theory behind the trades was
well thought out.

He made a similar wager at
MF Global in buying up big hold-
ings of debt from Spain, Italy,
Portugal, Belgium and Ireland at
a discount. Once Europe had
solved its fiscal problems, those

bonds would be very profitable. 
But when that bet came to light

in a regulatory filing, it set off
alarms on Wall Street. While the
bonds themselves have lost little
value and mature in less than a
year, MF Global was seen as hav-
ing taken on an enormous
amount of risk with little room for
error given its size. By Friday
evening, MF Global was under
pressure to put up more money
to support its trading positions,
threatening to drain the firm’s re-
maining cash.

The collapse of MF Global un-
derscores the extent of investor

anxiety over Europe’s debt crisis.
Other financial institutions have
been buffeted in recent months
because of their holdings of debt
issued by weak European coun-
tries. The concerns about MF
Global’s exposure to Europe
prompted two ratings agencies to
cut their ratings on the firm to
junk last week.

The firm played down the ef-
fect of the ratings, saying, “We
believe that it bears no implica-
tions for our clients or the stra-
tegic direction of MF Global.”

Even by Sunday evening, MF
Global thought it had averted its
demise after a disastrous week.
Over five days, the firm lost more
than 67 percent of its market val-
ue and was downgraded to junk
status, which prompted investor
desertions and raised borrowing

costs.
Mr. Corzine and his advisers

frantically called nearly every
major Wall Street player, hoping
to sell at least some of the firm in
a bid for survival. 

On Friday, the asset manager
BlackRock was hired to help MF
Global wind down its balance
sheet, which included efforts to
sell its holdings of European
debt. BlackRock was able to val-
ue the portfolio, but did not have
time to find a buyer for it given
the other obstacles MF Global
faced, according to people close
to the talks. 

By Saturday, Jefferies & Com-
pany became the lead bidder to
buy large portions of MF Global,
before backing out late in the day. 

On Sunday, a rival firm, Inter-
active Brokers, emerged as the
new favorite. But the Connecti-
cut-based firm coveted only MF
Global’s futures and securities
customers. 

While MF Global was resigned
to putting its parent company
into bankruptcy, Interactive Bro-
kers was also willing to help prop
up other MF Global units, includ-
ing a British affiliate. 

By late Sunday evening, an
embattled MF Global had all but
signed a deal with Interactive
Brokers. The acquisition would
have mirrored what Lehman
Brothers did in 2008, when its
parent filed for bankruptcy but
Barclays of Britain bought some
of its assets.

But in the middle of the night,
as Interactive Brokers investigat-
ed MF Global’s customer ac-
counts, the potential buyer dis-
covered a serious obstacle: Some
of the customer money was miss-
ing, according to people close to
the discussions. The realization
alarmed Interactive Brokers,
which then abandoned the deal. 

Later on Monday, when ex-
plaining to regulators why the

deal had fallen apart, MF Global
disclosed the concerns over the
missing money, according to a
joint statement issued by the
Commodity Futures Trading
Commission and the Securities
and Exchange Commission. Reg-
ulators, however, first suspected
a potential shortfall days ago as
they gathered at MF Global’s
Midtown Manhattan headquar-
ters, the people briefed on the
matter said. It is not uncommon
for some funds to be unaccounted
for when a financial firm fails, but
the magnitude in the case of MF
Global was unnerving.

For now, there is confusion sur-
rounding the missing MF Global
funds. It is likely, one person
briefed on the matter said, that
some of the money may be “stuck
in the system” as banks holding
the customer funds hesitated last
week to send MF Global the
money. 

But the firm has yet to produce
evidence that all of the $600 mil-
lion or $700 million outstanding is
deposited with the banks, accord-
ing to the people briefed on the
matter. Regulators are looking
into whether the customer funds
were misallocated.

With the deal with Interactive
Brokers dashed, MF Global was
hanging in limbo for several
hours before it filed for bankrupt-
cy. The Federal Reserve Bank of
New York and a number of ex-
changes said they had suspended
MF Global from doing new busi-
ness with them. 

It was not the first time reg-
ulators expressed concerns
about MF Global. 

MF Global confirmed on Mon-
day that the Commodity Futures
Trading Commission and the
S.E.C. — had “expressed their
grave concerns” about the firm’s
viability. 

By midmorning on Monday,
the firm filed for bankruptcy. 

BRENDAN McDERMID/REUTERS

Jon Corzine, foreground, a former Goldman Sachs executive and New Jersey governor, was trying to revive his Wall Street career.

Federal Inquiry Is Cited at Brokerage Firm

Where hundreds of
millions of dollars
may have gone is
unclear.

From Page A1

Azam Ahmed contributed report-
ing. 

of which mature in 2012 — are
still trading at 98 and 99 cents on
the dollar. Mr. Corzine’s invest-
ment thesis always was that the
European Central Bank and the
European Union would find a
way to prop them up. But Mr.
Corzine’s bets also relied on
short-term funding and, given
the skepticism in the market,
counterparties quickly ran for
cover.

Even if Mr. Corzine’s gamble
was right, it is hard to believe
that he could have made such a
large bet at Goldman Sachs.

“The one thing Goldman really
does well — better than everyone
else — is the internal accounting
and compliance function. They
give those people a lot of power,”
Mr. Cohan said. At MF Global,
Mr. Cohan asked: “Who in the
world was going to stand up to
Jon Corzine? Nobody. They
didn’t have the compliance or the
culture.”

That may be the special ingre-
dient at Goldman. While the firm
encourages risk-taking by its
traders, it also empowers its risk
managers — at other firms con-
sidered the back office — to con-
stantly challenge even the most
senior leaders to keep them from
going over the cliff.

Lloyd Blankfein, Goldman’s
current chief executive, loves to
tell people that he spends “98
percent of my time thinking
about 2 percent probabilities.”
That is not something you hear
from most bank chief executives.

In the case of Mr. Corzine, at
MF Global, he was the chairman
and chief executive. Given that

he was directing the investment
strategy, he might as well have
been the compliance officer too.
The only people with any author-
ity who could have meaningfully
pushed back were the board. And
it is possible the Goldman halo

may have even kept regulators at
bay. 

“The firm may have been cut
some slack given who he is,” said
Chris Rupkey, chief financial
economist at Bank of Tokyo-Mi-
tsubishi UFJ. (Still, he says he
think it was unlikely.)

Once outside of the Goldman
fishbowl, with its layers of risk
management, Wall Street can be-
come a lonely place for some of
its most famous alumni. 

Mr. Thain, Goldman’s former
chief financial officer, took the
top job at Merrill Lynch after per-
sonally doing what he thought

was a deep dive into the firm’s fi-
nancial records and declaring
that the firm had a clean bill of
health. Less than a year later, he
was forced to sell the firm to
Bank of America and was later
fired after the disclosure of huge
losses. (In fairness, Mr. Thain
didn’t create Merrill’s problems
— they happened on Stanley
O’Neal’s watch — but he didn’t
manage them particularly well.)

Robert Rubin, the former co-
chairman of Goldman — and for-
mer Treasury secretary — joined
Citigroup as a senior adviser and
board member in 1999. A dazzling

trader when he was at Goldman,
he counseled Citigroup that the
firm should take more risk. While
he did not manage the firm’s
trading or its day-to-day activi-
ties, the firm lost more than 70
percent of its value during his
tenure, and ultimately the gov-
ernment had to bail out the com-
pany twice. It is clearly debatable
whether he deserves blame, but
the outcome is incontrovertible.
What is clear is that Citigroup did
not have the kind of risk manage-
ment or culture that Mr. Rubin
had grown accustomed to at
Goldman.

Likewise, Mr. Flowers, a re-
markable Goldman banker, left
the firm in 1998 to strike out on
his own. One of his first invest-

ments — Long-Term Credit Bank
of Japan, which became Shinsei
Bank — turned out to be a grand
slam home run, reaping him $1
billion in profits. But since then,
the investment has lost ground
and his investment record has
been spotty. His most recent fund
has already lost almost $4 billion. 

Which brings us back to Mr.
Corzine, who is a good friend of
Mr. Flowers. Mr. Corzine hap-
pens to be an operating partner
and investor in Mr. Flowers’s
firm. Mr. Flowers is, in turn, an
investor in MF Global. His fund
stands to lose about $48 million
as a result of MF’s bankruptcy.
Maybe they could have used an-
other risk manager from Gold-
man?

It’s Lonely Without the Goldman Net, as Jon Corzine Is Discovering
From First Business Page

CHRIS RATCLIFFE/BLOOMBERG NEWS

J. Chris Flowers left Goldman in 1998, and his most recent fund has lost almost $4 billion. 

ROB KIM/GETTY IMAGES

John Thain, Goldman’s former chief financial officer, was later
fired from Merrill Lynch after losses were disclosed.

Goldman Sachs’s
internal watchdogs
may be the reason for
the firm’s success.
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By LESLIE KAUFMAN

SAN FRANCISCO  —  From
the cotton field in rural India to
the local rag bin, a typical pair of
blue jeans consumes 919 gallons
of water during its life cycle, Levi
Strauss & Company says, or
enough to fill about 15 spa-size
bathtubs. That includes the water
that goes into irrigating the cot-
ton crop, stitching the jeans to-
gether and washing them scores
of times at home. 

The company wants to reduce
that number any way it can, and
not just to project environmental
responsibility. It fears that water
shortages caused by climate
change may jeopardize the com-
pany’s very existence in the com-
ing decades by making cotton too
expensive or scarce.

So to protect its bottom line,
Levi Strauss has helped under-

write and champion a nonprofit
program that teaches farmers in
India, Pakistan, Brazil and West
and Central Africa the latest irri-
gation and rainwater-capture
techniques.  It has introduced a
brand featuring stone-washed

denim smoothed with rocks but
no water. It is sewing tags into all
of its jeans urging customers to
wash less and use only cold wa-
ter. 

To customers seeking further
advice, Levi Strauss suggests
washing jeans rarely, if at all —
the theory being that putting 

Stone-Washed Blue Jeans (Minus the Washed)

JIM WILSON/THE NEW YORK TIMES

Water<Less Levi’s, made with world water shortages in mind.

Continued on Page A22

By TARA SIEGEL BERNARD

Bank of America blinked on
Tuesday.

The bank, the nation’s second-
largest, said it was abandoning
its plan to charge customers a $5
fee to use their debit cards for
purchases. Only a month earlier,
the bank had announced the new
charge, immediately setting off a
huge uproar from consumers.

Despite an outpouring of com-
plaints online and at branch of-
fices, the bank had remained

steadfast in its plans until last
Friday, according to a person
briefed on the situation, planning
to ease just some of the condi-
tions for avoiding the fee. But
over the weekend, after two ma-
jor competitors — Wells Fargo
and the nation’s largest bank,
JPMorgan Chase — said they
were backing away from their
plans to levy similar charges, two
high-ranking Bank of America of-
ficers recommended to Brian
Moynihan, the bank’s chief exec-
utive, that the bank simply drop
the fee. 

Then, on Monday morning,
when SunTrust, a regional bank
in Atlanta, said that it, too, would
abandon its $5 charge, Bank of
America was left standing alone,
the last major bank planning the
fee. The announcement came on
Tuesday.

“We have listened to our cus-
tomers very closely over the last
few weeks and recognize their
concern with our proposed debit
usage fee,” David Darnell, co-
chief operating officer at Bank of 

Bank of America Drops Plan for Debit Card Fee

Continued on Page B4
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Students in Augusta, Ga., learn ballroom dancing, but others lament lapses in civility. Page A18.
Southern Charm Is Alive, but Ailing 

By RACHEL DONADIO
and NIKI KITSANTONIS

ATHENS — The government
of Prime Minister George Papan-
dreou teetered on the verge of
collapse on Tuesday, threatening
Greece’s adherence to the terms
of a new deal with its foreign
lenders and plunging Europe into
a fresh bout of financial turmoil.

Several lawmakers in the gov-
erning Socialist Party rejected
Mr. Papandreou’s surprise plan
for a popular referendum on the
Greek bailout, raising the possi-
bility that he will not survive a
no-confidence vote scheduled for
Friday that depends on his hold-
ing together a razor-thin parlia-
mentary majority. 

An emergency cabinet meeting
convened by Mr. Papandreou
ended at nearly 3 a.m. Wednes-
day, with the cabinet saying that
it unanimously supported the
prime minister’s call for a refer-
endum, local news outlets report-
ed. The opposition and some
members of his own party, how-
ever, were calling for new elec-
tions immediately.

The impasse in Athens seemed
likely to delay — and perhaps
scuttle — the debt deal that Euro-
pean leaders reached after mara-
thon negotiations in Brussels last
week. Financial markets cratered
on Tuesday for the second
straight day, wiping out the gains
since the Brussels deal was an-
nounced last week. Some ana-
lysts said that Greece was now
coming closer to a messy default
on its debt, and perhaps a de-
parture from the zone of 17 coun-
tries that use the euro as their
common currency.

Chancellor Angela Merkel of
Germany and President Nicolas
Sarkozy of France, apparently
caught off guard by Mr. Papan-
dreou’s call for a referendum and
then by the disarray in his party,
said they would hold emergency
talks on Greece with euro zone
leaders on Wednesday. They said

REVOLT IN GREECE
ON BAILOUT VOTE
MAY OUST LEADER

EUROPE PACT IS AT RISK

No-Confidence Vote Set
— Analysts Warning 

Default Is Closer

Continued on Page A10

This article is by Jim Ruten-
berg, Jeff Zeleny and Mike McIn-
tire.

WASHINGTON — The Nation-
al Restaurant Association gave
$35,000 — a year’s salary — in
severance pay to a female staff
member in the late 1990s after an
encounter with Herman Cain, its
chief executive at the time, made
her uncomfortable working
there, three people with direct
knowledge of the payment said
on Tuesday. 

The woman was one of two
whose accusations of sexual har-
assment by Mr. Cain, now a Re-
publican candidate for president,
led to paid severance agreements
during his 1996-99 tenure at the
association. Disclosure of the
scale of the severance further
challenged his initial description
of the matter as a “witch hunt,”
as did new descriptions from the
woman’s friends and colleagues
of her level of discomfort at work. 

Adding to the pressure on Mr.
Cain, a lawyer for the second
woman called on the restaurant
association to release her from a
confidentiality agreement signed
as part of her settlement, raising
the prospect that she could pub-
licly dispute Mr. Cain’s account of
what happened. The lawyer said
the confidentiality agreement
had left her unable to respond to 

CAIN ACCUSER GOT
A YEAR’S SALARY
IN SEVERANCE PAY

CHARGE OF HARASSMENT

Trade Group Is Asked to
Free Woman From a

Pledge of Silence

Continued on Page A20
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AMERICA’S DIMINISHING POWER A banner read, “The people before finance,” at a protest in Nice, France, ahead of this week’s Group
of 20 summit meeting in Cannes. President Obama will attend at a time when American power seems to be waning. Page A8.

By PETER LATTMAN 
and NELSON D. SCHWARTZ

When Jon S. Corzine joined MF
Global last year it seemed like a
strange choice — the firm had
none of the glamour, let alone the
profits or footprint of Goldman
Sachs, the bank he ran during the
1990s. 

On Wall Street, it was as if a
manager of the New York Yan-
kees were making a comeback in
the minor leagues.

Mr. Corzine, 64, who not only
presided over Goldman but later
served in the United States Sen-
ate and then as governor of New

Jersey, seemed surprised him-
self. 

“Don’t ask me any hard ques-
tions,” he joked to a visitor who
met with him just days after Mr.
Corzine took over in March 2010.
“I hadn’t heard of this company a
week ago.”

Now, nearly everyone has. 
MF Global, a commodities and

derivatives brokerage house, col-
lapsed on Monday in the biggest
bankruptcy on Wall Street since
the failure of Lehman Brothers.
The firm imploded after a big in-
vestment in European bonds — a
bet he directed and defended as
not particularly risky as recently
as last week — led investors, cli-

ents and ratings agencies to lose
confidence in the firm. 

The fall of MF Global, and the
discovery that hundreds of mil-
lions of dollars were missing
from the firm’s customer ac-
counts, have now cast a dark
cloud over Mr. Corzine’s legacy
and reputation. Federal authori-
ties have stepped up an inquiry
into why the firm failed to keep
its customers’ money separate
from the company’s — a regula-
tory violation. [Page B1.]

MF Global was supposed to be
Mr. Corzine’s comeback vehicle
after New Jersey voters turned
him out in 2009. Instead, the col-
lapse of the firm appears to be a
humiliating coda to the career of
a one-time titan of Wall Street. 

His insistence on taking more
risks, including buying the debt
of European countries like Italy
and Spain, along with a contract
that would have provided him
with an additional $12.1 million if
he left the firm, paint a picture of
excess. 

And Mr. Corzine, with a fortune
estimated at half a billion dollars
at its peak, future ambitions were
not confined to Wall Street. Even
as he was seeking to revive his fi-
nancial career, Mr. Corzine, a 

In Corzine Comeback, Big Risks and a Steep Fall

Continued on Page A3

By STEVEN ERLANGER

PARIS — The crisis of the euro
zone has finally hit the potholed
road of real politics, with the
Greeks now openly questioning
whether their commitment to Eu-
rope and its single currency still
matters more to them than con-
trol over their own future and
economic well-being.

During the two-year financial
crisis, the wealthier countries of
northern Europe, led by Germa-
ny, have insisted that their heav-
ily indebted brethren in the south
radically cut spending in return
for emergency loans. They have
stuck to that prescription even
though austerity has undermined
growth and increased unemploy-
ment in Greece, Spain, Portugal
and now Italy, betting that people
in those countries will swallow
the harsh medicine because their
only alternative is to default and
possibly leave the euro zone alto-
gether.

The turmoil in the government 
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WHEN Jon S. Corzine joined MF Glob-
al last year it seemed like a strange 
choice — the firm had none of the 

glamour, let alone the profits or footprint of 
Goldman Sachs, the bank he ran during the 
1990s.

On Wall Street, it was as if a manager of the 
New York Yankees was making a comeback in 
the minor leagues.

Mr. Corzine, 64, who not only presided over 
Goldman but later served in the United States 
Senate and then as governor of New Jersey, 
seemed surprised himself.

“Don’t ask me any hard questions,” he joked 
to a visitor who met with him just days after Mr. 
Corzine took over in March 2010. “I hadn’t heard 
of this company a week ago.”

Now, nearly everyone has.

MF Global, a commodities and derivatives 
brokerage house, collapsed on Monday in the 
biggest bankruptcy on Wall Street since the 
failure of Lehman Brothers. The firm imploded 
after a big investment in European bonds — a 
bet he directed and defended as not particularly 
risky as recently as last week — led investors, 
clients and ratings agencies to lose confidence 
in the firm.

The fall of MF Global, and the discovery 
that hundreds of millions of dollars were miss-
ing from the firm’s customer accounts, have 
now cast a dark cloud over Mr. Corzine’s leg-
acy and reputation. Federal authorities have 
stepped up an inquiry into why the firm failed 
to keep its customers’ money separate from the 
company’s — a regulatory violation.

MF Global was supposed to be Mr. Cor-

By PETER LATTMAN and NELSON D. SCHWARTZ
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By LESLIE KAUFMAN

SAN FRANCISCO  —  From
the cotton field in rural India to
the local rag bin, a typical pair of
blue jeans consumes 919 gallons
of water during its life cycle, Levi
Strauss & Company says, or
enough to fill about 15 spa-size
bathtubs. That includes the water
that goes into irrigating the cot-
ton crop, stitching the jeans to-
gether and washing them scores
of times at home. 

The company wants to reduce
that number any way it can, and
not just to project environmental
responsibility. It fears that water
shortages caused by climate
change may jeopardize the com-
pany’s very existence in the com-
ing decades by making cotton too
expensive or scarce.

So to protect its bottom line,
Levi Strauss has helped under-

write and champion a nonprofit
program that teaches farmers in
India, Pakistan, Brazil and West
and Central Africa the latest irri-
gation and rainwater-capture
techniques.  It has introduced a
brand featuring stone-washed

denim smoothed with rocks but
no water. It is sewing tags into all
of its jeans urging customers to
wash less and use only cold wa-
ter. 

To customers seeking further
advice, Levi Strauss suggests
washing jeans rarely, if at all —
the theory being that putting 

Stone-Washed Blue Jeans (Minus the Washed)

JIM WILSON/THE NEW YORK TIMES

Water<Less Levi’s, made with world water shortages in mind.
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By TARA SIEGEL BERNARD

Bank of America blinked on
Tuesday.

The bank, the nation’s second-
largest, said it was abandoning
its plan to charge customers a $5
fee to use their debit cards for
purchases. Only a month earlier,
the bank had announced the new
charge, immediately setting off a
huge uproar from consumers.

Despite an outpouring of com-
plaints online and at branch of-
fices, the bank had remained

steadfast in its plans until last
Friday, according to a person
briefed on the situation, planning
to ease just some of the condi-
tions for avoiding the fee. But
over the weekend, after two ma-
jor competitors — Wells Fargo
and the nation’s largest bank,
JPMorgan Chase — said they
were backing away from their
plans to levy similar charges, two
high-ranking Bank of America of-
ficers recommended to Brian
Moynihan, the bank’s chief exec-
utive, that the bank simply drop
the fee. 

Then, on Monday morning,
when SunTrust, a regional bank
in Atlanta, said that it, too, would
abandon its $5 charge, Bank of
America was left standing alone,
the last major bank planning the
fee. The announcement came on
Tuesday.

“We have listened to our cus-
tomers very closely over the last
few weeks and recognize their
concern with our proposed debit
usage fee,” David Darnell, co-
chief operating officer at Bank of 

Bank of America Drops Plan for Debit Card Fee
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Students in Augusta, Ga., learn ballroom dancing, but others lament lapses in civility. Page A18.
Southern Charm Is Alive, but Ailing 

By RACHEL DONADIO
and NIKI KITSANTONIS

ATHENS — The government
of Prime Minister George Papan-
dreou teetered on the verge of
collapse on Tuesday, threatening
Greece’s adherence to the terms
of a new deal with its foreign
lenders and plunging Europe into
a fresh bout of financial turmoil.

Several lawmakers in the gov-
erning Socialist Party rejected
Mr. Papandreou’s surprise plan
for a popular referendum on the
Greek bailout, raising the possi-
bility that he will not survive a
no-confidence vote scheduled for
Friday that depends on his hold-
ing together a razor-thin parlia-
mentary majority. 

An emergency cabinet meeting
convened by Mr. Papandreou
ended at nearly 3 a.m. Wednes-
day, with the cabinet saying that
it unanimously supported the
prime minister’s call for a refer-
endum, local news outlets report-
ed. The opposition and some
members of his own party, how-
ever, were calling for new elec-
tions immediately.

The impasse in Athens seemed
likely to delay — and perhaps
scuttle — the debt deal that Euro-
pean leaders reached after mara-
thon negotiations in Brussels last
week. Financial markets cratered
on Tuesday for the second
straight day, wiping out the gains
since the Brussels deal was an-
nounced last week. Some ana-
lysts said that Greece was now
coming closer to a messy default
on its debt, and perhaps a de-
parture from the zone of 17 coun-
tries that use the euro as their
common currency.

Chancellor Angela Merkel of
Germany and President Nicolas
Sarkozy of France, apparently
caught off guard by Mr. Papan-
dreou’s call for a referendum and
then by the disarray in his party,
said they would hold emergency
talks on Greece with euro zone
leaders on Wednesday. They said

REVOLT IN GREECE
ON BAILOUT VOTE
MAY OUST LEADER

EUROPE PACT IS AT RISK

No-Confidence Vote Set
— Analysts Warning 

Default Is Closer
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This article is by Jim Ruten-
berg, Jeff Zeleny and Mike McIn-
tire.

WASHINGTON — The Nation-
al Restaurant Association gave
$35,000 — a year’s salary — in
severance pay to a female staff
member in the late 1990s after an
encounter with Herman Cain, its
chief executive at the time, made
her uncomfortable working
there, three people with direct
knowledge of the payment said
on Tuesday. 

The woman was one of two
whose accusations of sexual har-
assment by Mr. Cain, now a Re-
publican candidate for president,
led to paid severance agreements
during his 1996-99 tenure at the
association. Disclosure of the
scale of the severance further
challenged his initial description
of the matter as a “witch hunt,”
as did new descriptions from the
woman’s friends and colleagues
of her level of discomfort at work. 

Adding to the pressure on Mr.
Cain, a lawyer for the second
woman called on the restaurant
association to release her from a
confidentiality agreement signed
as part of her settlement, raising
the prospect that she could pub-
licly dispute Mr. Cain’s account of
what happened. The lawyer said
the confidentiality agreement
had left her unable to respond to 

CAIN ACCUSER GOT
A YEAR’S SALARY
IN SEVERANCE PAY

CHARGE OF HARASSMENT

Trade Group Is Asked to
Free Woman From a

Pledge of Silence

Continued on Page A20
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AMERICA’S DIMINISHING POWER A banner read, “The people before finance,” at a protest in Nice, France, ahead of this week’s Group
of 20 summit meeting in Cannes. President Obama will attend at a time when American power seems to be waning. Page A8.

By PETER LATTMAN 
and NELSON D. SCHWARTZ

When Jon S. Corzine joined MF
Global last year it seemed like a
strange choice — the firm had
none of the glamour, let alone the
profits or footprint of Goldman
Sachs, the bank he ran during the
1990s. 

On Wall Street, it was as if a
manager of the New York Yan-
kees were making a comeback in
the minor leagues.

Mr. Corzine, 64, who not only
presided over Goldman but later
served in the United States Sen-
ate and then as governor of New

Jersey, seemed surprised him-
self. 

“Don’t ask me any hard ques-
tions,” he joked to a visitor who
met with him just days after Mr.
Corzine took over in March 2010.
“I hadn’t heard of this company a
week ago.”

Now, nearly everyone has. 
MF Global, a commodities and

derivatives brokerage house, col-
lapsed on Monday in the biggest
bankruptcy on Wall Street since
the failure of Lehman Brothers.
The firm imploded after a big in-
vestment in European bonds — a
bet he directed and defended as
not particularly risky as recently
as last week — led investors, cli-

ents and ratings agencies to lose
confidence in the firm. 

The fall of MF Global, and the
discovery that hundreds of mil-
lions of dollars were missing
from the firm’s customer ac-
counts, have now cast a dark
cloud over Mr. Corzine’s legacy
and reputation. Federal authori-
ties have stepped up an inquiry
into why the firm failed to keep
its customers’ money separate
from the company’s — a regula-
tory violation. [Page B1.]

MF Global was supposed to be
Mr. Corzine’s comeback vehicle
after New Jersey voters turned
him out in 2009. Instead, the col-
lapse of the firm appears to be a
humiliating coda to the career of
a one-time titan of Wall Street. 

His insistence on taking more
risks, including buying the debt
of European countries like Italy
and Spain, along with a contract
that would have provided him
with an additional $12.1 million if
he left the firm, paint a picture of
excess. 

And Mr. Corzine, with a fortune
estimated at half a billion dollars
at its peak, future ambitions were
not confined to Wall Street. Even
as he was seeking to revive his fi-
nancial career, Mr. Corzine, a 

In Corzine Comeback, Big Risks and a Steep Fall
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By STEVEN ERLANGER

PARIS — The crisis of the euro
zone has finally hit the potholed
road of real politics, with the
Greeks now openly questioning
whether their commitment to Eu-
rope and its single currency still
matters more to them than con-
trol over their own future and
economic well-being.

During the two-year financial
crisis, the wealthier countries of
northern Europe, led by Germa-
ny, have insisted that their heav-
ily indebted brethren in the south
radically cut spending in return
for emergency loans. They have
stuck to that prescription even
though austerity has undermined
growth and increased unemploy-
ment in Greece, Spain, Portugal
and now Italy, betting that people
in those countries will swallow
the harsh medicine because their
only alternative is to default and
possibly leave the euro zone alto-
gether.
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European sovereign debt
looked especially tempting. In-
stead of the near-zero yields on
United States Treasury bonds,
short to medium Italian and
Spanish bonds were earning 2 to
3 percent. Simply holding those
to maturity and collecting the
yields would buttress profits as
other businesses shrank. 

And while most Wall Street
firms sharply ratcheted down
their use of leverage, MF Global
continued to pile on large
amounts of debt. On the eve of its
collapse, it had about $34 of debt
for each $1 of capital it held, ac-
cording to data from Keefe,
Bruyette & Woods. By contrast,
Goldman Sachs’ leverage ratio is
$13.50 for every $1.

The combination of potential
losses on the European debt and
the MF Global’s thin capital cush-

ion is what spooked investors,
setting off the crisis. MF Global’s
demise was the eighth largest
bankruptcy in the country’s his-
tory, but with $41 billion in assets
it was considerably smaller than
Lehman which had assets of $691
billion. 

For those who have followed
Mr. Corzine’s career, however,
the problems at MF Global have
elicited a strong sense of déjà vu.

In 1994, Mr. Corzine ascended
to the top of Goldman Sachs de-
spite hundreds of millions of dol-
lars in trading losses at the
bank’s bond unit, which he had
overseen. He assumed leadership
of Goldman, say his former col-
leagues, in part because he was
one of the few partners who un-
derstood how to extricate the
bank from its soured trades.

Mr. Corzine, a lifelong trader
with a large appetite for risk, re-
cently reflected on his past expe-
riences dealing with crises in
William D. Cohan’s book “Money
and Power, How Goldman Sachs
Came to Rule the World,” a re-
cent history of the bank. 

Democrat, had long styled him-
self as a financial executive mov-
ing seamlessly between Wash-
ington and Wall Street, in the
mold of former Treasury secre-
taries like Robert E. Rubin or C.
Douglas Dillon. 

With MF Global’s bankruptcy,
that goal seems forever out of
reach. It has also taken a big toll
on a man known for the kind of
optimism that comes naturally to
experienced traders and political
leaders. 

Six weeks ago, Mr. Corzine
journeyed a few blocks from the
firm’s Midtown Manhattan office
to the Hilton Hotel for a routine
presentation to money manag-
ers. Mr. Corzine’s manner was
anything but routine, however. 

“He looked like he had just
seen a ghost,” said one partici-
pant. “He looked visibly dis-
turbed.”

Mr. Corzine could not be
reached for comment. 

Friends say this is one more
humiliation in a career marked
by painful public ousters, wheth-
er it was from the executive suite
at Goldman or from Drum-
thwacket, the New Jersey gover-
nor’s mansion. 

“That’s part of the tragedy
here,” said Robert G. Torricelli,
the former Democratic senator
from New Jersey whose political
career was also cut short. “Jon is
very proud and this must be ex-
ceedingly difficult. You can lose
an election and not take it as per-
sonally because it’s a reflection
on issues and trends. But this is
obviously different: all eyes are
on him. It’s one thing to make fi-
nancial misjudgments and to pay
the price yourself. But it’s an-
other when institutions are dam-
aged.”

Mr. Corzine’s arrival seemed
like a coup for MF Global when it
hired him as chief executive. MF
Global has been a leading player
in brokering trades in commod-
ities and derivatives like futures
contracts.

But MF Global had the po-
tential to be more than a bro-
kerage firm, Mr. Corzine thought.
When he was at Goldman, that
firm had bought a commodities
trader in 1981, J. Aron & Compa-
ny, which was encouraged to take
more risks and became a huge
success. 

Mr. Corzine replaced old-line
traders and brokers with more
aggressive hires from Goldman
Sachs, UBS and Soros Fund Man-
agement.

In May 2010, in his first invest-
or call as chief executive of MF
Global, Mr. Corzine discussed
what could go wrong at the bro-
kerage firm as it ratcheted up
risk. “It will be mistaken judg-
ments,” he said, “that go beyond
limits, which I don’t intend to al-
low happen.”

Yet despite his confidence in
risk management, Mr. Corzine’s
message to traders was clear:
Take more risks. “He was instru-
mental in pushing our firm for-
ward with risk taking in every
book, whether it was U.S. govern-
ment bonds, currencies, or in
repos,” said one trader. “Every-
thing was full throttle go.”

“Until you’ve actually traded
and had to deal with one of those
come-to-Jesus moments with a
bad position,” he said, “and you
have to make the decisions about
whether to eliminate it, hold it,
reduce it — those kind of existen-
tial moments involving the peo-
ple you work with and your firm,
those are the kinds of things that
really get your attention.”

Mr. Corzine’s worldview had
been forged at Goldman, where
he spent 24 years. After growing
up in a farm town in Illinois,
where he was captain of his high
school basketball team, Mr. Cor-
zine, armed with an M.B.A. from
the University of Chicago, joined
Goldman Sachs in 1975 as a bond
trader. Bond trading was then
low on the totem pole of Gold-
man. But he gained notice mak-
ing big bets — and generating big
profits — trading government
bonds. At the age of 33, he made
partner.

As Goldman’s senior partner
from 1994 to 1999, he led the bank
through the Asian financial crisis
and the collapse of the Long-
Term Capital Management hedge
fund. His crowning achievement
was Goldman’s initial public of-
fering in 1999, though the contro-
versial move led to a power
struggle that ultimately cost him
his job.

In 1998, he also drew the ire of
his Goldman partners for dis-
cussing a merger with Mellon
Bank without conferring with the
firm’s management committee, a
misstep that also contributed to
his being replaced by Henry M.
Paulson Jr., who later became
secretary of the Treasury under
President George W. Bush. 

After leaving Goldman, Mr.
Corzine turned his attention to
public service, spending a sizable
chunk of his fortune — more than
$100 million — to pursue political
office. 

After being elected to the sen-
ate as a Democrat from New Jer-
sey in 2000, Mr. Corzine distin-
guished himself in Washington
for his financial acumen. But he
viewed himself as more of an ex-
ecutive than a legislator, and de-
cided to run for governor in 2005
before completing his term.

Mr. Corzine’s one term as gov-
ernor was marked by difficulties.
He complicated his run for gover-
nor by divorcing his wife of more
than 34 years shortly before an-

nouncing his candidacy and was
dogged throughout his time in of-
fice by complaints that his ro-
mantic relationship with a leader
of state employees’ union left him
in an untenable conflict of in-
terest.

His first year in office, he pre-
sided over a weeklong govern-
ment shutdown when the legisla-
ture originally balked at his pro-
posal to increase the sales tax.
The next year, he was badly in-
jured in a car accident when his
speeding state vehicle crashed.
Mr. Corzine, a passenger who
was not wearing a seat belt, en-
dured months of difficult rehabili-
tation that aides and critics said
drastically affected the rest of his
term.

Workin at MF Global, Mr. Cor-
zine’s life has revolved around
Manhattan; he is rarely seen in
Hoboken, where he keeps an
apartment. Last year he married
Sharon Elghanayan, the former
wife of K. Thomas Elghanayan, a
New York real estate developer.

National politics remained a fo-
cus of Mr. Corzine after he joined
MF Global. He pitched in to help
raise money for President Oba-
ma — who had campaigned for
Mr. Corzine during his re-election
bid for governor.

Mr. Obama’s first major re-
election fund-raiser in New York
was held at the Manhattan home
of Mr. Corzine’s wife, with tickets
going for $35,800 each. And Mr.
Corzine was one of the presi-
dent’s most elite bundlers, sup-
porters who tap friends and busi-
ness associates to bring in
checks: He has helped Mr. Oba-
ma raise more than $500,000 this
year. 

When White House officials
sought to broker a meeting be-
tween disgruntled Wall Street ex-
ecutives and Mr. Obama’s new
chief of staff this year, they
turned to Mr. Corzine, who or-
ganized a sit-down at the Four
Seasons. Mr. Corzine was on the
list. There had even been talk of
his being named the next Treas-
ury secretary.

Now, instead of a third act in
Washington, Mr. Corzine faces
difficult questions about what
happened on his watch and
whether he should have returned
to Wall Street at all. 

“He wanted to be back in the
game,” said one old friend. “He
thought he could make it work.”

In Corzine Comeback, Big Risks and a Steep Fall

DAVID GOLDMAN FOR THE NEW YORK TIMES

Jon Corzine in his Midtown office in April 2010. He thought MF Global had potential for growth.

Reporting was contributed by Da-
vid Chen, Nicholas Confessore,
David Kocieniewski, Ben Protess,
Susanne Craig, Andrew Ross Sor-
kin and Eric Dash. 

A man whose
reputation and
legacy hang in the
balance.
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zine’s comeback vehicle after New Jersey vot-
ers turned him out in 2009. Instead, the collapse 
of the firm appears to be a humiliating coda to 
the career of a one-time titan of Wall Street.

His insistence on taking more risks, includ-
ing buying the debt of European countries like 
Italy and Spain, along with a contract that would 
have provided him with an additional $12.1 mil-
lion if he left the firm, paint a picture of excess.

And Mr. Corzine, with a fortune estimated 
at half a billion dollars at its peak, future am-
bitions were not confined to Wall Street. Even 
as he was seeking to revive his financial career, 
Mr. Corzine, a Democrat, had long styled him-
self as a financial executive moving seamlessly 
between Washington and Wall Street, in the 
mold of former Treasury secretaries like Robert 
E. Rubin or C. Douglas Dillon.

With MF Global’s bankrupt-
cy, that goal seems forever out of 
reach. It has also taken a big toll 
on a man known for the kind of 
optimism that comes naturally to 
experienced traders and political 
leaders.

Six weeks ago, Mr. Corzine 
journeyed a few blocks from the 
firm’s Midtown Manhattan office to the Hilton 
Hotel for a routine presentation to money man-
agers. Mr. Corzine’s manner was anything but 
routine, however.

“He looked like he had just seen a ghost,” 
said one participant. “He looked visibly dis-
turbed.”

Mr. Corzine could not be reached for com-
ment.

Friends say this is one more humiliation in a 
career marked by painful public ousters, wheth-
er it was from the executive suite at Goldman 
or from Drumthwacket, the New Jersey gover-
nor’s mansion.

“That’s part of the tragedy here,” said Rob-
ert G. Torricelli, the former Democratic sena-
tor from New Jersey whose political career 
was also cut short. “Jon is very proud and this 
must be exceedingly difficult. You can lose an 
election and not take it as personally because 
it’s a reflection on issues and trends. But this 
is obviously different: all eyes are on him. It’s 
one thing to make financial misjudgments and 
to pay the price yourself. But it’s another when 
institutions are damaged.”

Mr. Corzine’s arrival seemed like a coup for 
MF Global when it hired him as chief executive. 
MF Global has been a leading player in broker-
ing trades in commodities and derivatives like 
futures contracts.

But MF Global had the potential to be more 
than a brokerage firm, Mr. Corzine thought. 
When he was at Goldman, that firm had bought 
a commodities trader in 1981, J. Aron & Com-
pany, which was encouraged to take more risks 
and became a huge success.

Mr. Corzine replaced old-line traders and 
brokers with more aggressive hires from Gold-
man Sachs, UBS and Soros Fund Management.

In May 2010, in his first investor call as chief 
executive of MF Global, Mr. Corzine discussed 
what could go wrong at the brokerage firm as 
it ratcheted up risk. “It will be mistaken judg-

ments,” he said, “that go beyond lim-
its, which I don’t intend to allow hap-
pen.”

Yet despite his confidence in risk 
management, Mr. Corzine’s message 
to traders was clear: Take more risks. 
“He was instrumental in pushing our 
firm forward with risk taking in ev-
ery book, whether it was U.S. govern-

ment bonds, currencies, or in repos,” said one 
trader. “Everything was full throttle go.”

European sovereign debt looked especial-
ly tempting. Instead of the near-zero yields on 
United States Treasury bonds, short to medium 
Italian and Spanish bonds were earning 2 to 3 
percent. Simply holding those to maturity and 
collecting the yields would buttress profits as 
other businesses shrank.

And while most Wall Street firms sharply 
ratcheted down their use of leverage, MF Glob-
al continued to pile on large amounts of debt. On 
the eve of its collapse, it had about $34 of debt for 
each $1 of capital it held, according to data from 
Keefe, Bruyette & Woods. By contrast, Goldman 
Sachs’ leverage ratio is $13.50 for every $1.

The combination of potential losses on the 
European debt and the MF Global’s thin capital 
cushion is what spooked investors, setting off 
the crisis. MF Global’s demise was the eighth 
largest bankruptcy in the country’s history, but 
with $41 billion in assets it was considerably 
smaller than Lehman which had assets of $691 
billion.

For those who have followed Mr. Corzine’s 
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European sovereign debt
looked especially tempting. In-
stead of the near-zero yields on
United States Treasury bonds,
short to medium Italian and
Spanish bonds were earning 2 to
3 percent. Simply holding those
to maturity and collecting the
yields would buttress profits as
other businesses shrank. 

And while most Wall Street
firms sharply ratcheted down
their use of leverage, MF Global
continued to pile on large
amounts of debt. On the eve of its
collapse, it had about $34 of debt
for each $1 of capital it held, ac-
cording to data from Keefe,
Bruyette & Woods. By contrast,
Goldman Sachs’ leverage ratio is
$13.50 for every $1.

The combination of potential
losses on the European debt and
the MF Global’s thin capital cush-

ion is what spooked investors,
setting off the crisis. MF Global’s
demise was the eighth largest
bankruptcy in the country’s his-
tory, but with $41 billion in assets
it was considerably smaller than
Lehman which had assets of $691
billion. 

For those who have followed
Mr. Corzine’s career, however,
the problems at MF Global have
elicited a strong sense of déjà vu.

In 1994, Mr. Corzine ascended
to the top of Goldman Sachs de-
spite hundreds of millions of dol-
lars in trading losses at the
bank’s bond unit, which he had
overseen. He assumed leadership
of Goldman, say his former col-
leagues, in part because he was
one of the few partners who un-
derstood how to extricate the
bank from its soured trades.

Mr. Corzine, a lifelong trader
with a large appetite for risk, re-
cently reflected on his past expe-
riences dealing with crises in
William D. Cohan’s book “Money
and Power, How Goldman Sachs
Came to Rule the World,” a re-
cent history of the bank. 

Democrat, had long styled him-
self as a financial executive mov-
ing seamlessly between Wash-
ington and Wall Street, in the
mold of former Treasury secre-
taries like Robert E. Rubin or C.
Douglas Dillon. 

With MF Global’s bankruptcy,
that goal seems forever out of
reach. It has also taken a big toll
on a man known for the kind of
optimism that comes naturally to
experienced traders and political
leaders. 

Six weeks ago, Mr. Corzine
journeyed a few blocks from the
firm’s Midtown Manhattan office
to the Hilton Hotel for a routine
presentation to money manag-
ers. Mr. Corzine’s manner was
anything but routine, however. 

“He looked like he had just
seen a ghost,” said one partici-
pant. “He looked visibly dis-
turbed.”

Mr. Corzine could not be
reached for comment. 

Friends say this is one more
humiliation in a career marked
by painful public ousters, wheth-
er it was from the executive suite
at Goldman or from Drum-
thwacket, the New Jersey gover-
nor’s mansion. 

“That’s part of the tragedy
here,” said Robert G. Torricelli,
the former Democratic senator
from New Jersey whose political
career was also cut short. “Jon is
very proud and this must be ex-
ceedingly difficult. You can lose
an election and not take it as per-
sonally because it’s a reflection
on issues and trends. But this is
obviously different: all eyes are
on him. It’s one thing to make fi-
nancial misjudgments and to pay
the price yourself. But it’s an-
other when institutions are dam-
aged.”

Mr. Corzine’s arrival seemed
like a coup for MF Global when it
hired him as chief executive. MF
Global has been a leading player
in brokering trades in commod-
ities and derivatives like futures
contracts.

But MF Global had the po-
tential to be more than a bro-
kerage firm, Mr. Corzine thought.
When he was at Goldman, that
firm had bought a commodities
trader in 1981, J. Aron & Compa-
ny, which was encouraged to take
more risks and became a huge
success. 

Mr. Corzine replaced old-line
traders and brokers with more
aggressive hires from Goldman
Sachs, UBS and Soros Fund Man-
agement.

In May 2010, in his first invest-
or call as chief executive of MF
Global, Mr. Corzine discussed
what could go wrong at the bro-
kerage firm as it ratcheted up
risk. “It will be mistaken judg-
ments,” he said, “that go beyond
limits, which I don’t intend to al-
low happen.”

Yet despite his confidence in
risk management, Mr. Corzine’s
message to traders was clear:
Take more risks. “He was instru-
mental in pushing our firm for-
ward with risk taking in every
book, whether it was U.S. govern-
ment bonds, currencies, or in
repos,” said one trader. “Every-
thing was full throttle go.”

“Until you’ve actually traded
and had to deal with one of those
come-to-Jesus moments with a
bad position,” he said, “and you
have to make the decisions about
whether to eliminate it, hold it,
reduce it — those kind of existen-
tial moments involving the peo-
ple you work with and your firm,
those are the kinds of things that
really get your attention.”

Mr. Corzine’s worldview had
been forged at Goldman, where
he spent 24 years. After growing
up in a farm town in Illinois,
where he was captain of his high
school basketball team, Mr. Cor-
zine, armed with an M.B.A. from
the University of Chicago, joined
Goldman Sachs in 1975 as a bond
trader. Bond trading was then
low on the totem pole of Gold-
man. But he gained notice mak-
ing big bets — and generating big
profits — trading government
bonds. At the age of 33, he made
partner.

As Goldman’s senior partner
from 1994 to 1999, he led the bank
through the Asian financial crisis
and the collapse of the Long-
Term Capital Management hedge
fund. His crowning achievement
was Goldman’s initial public of-
fering in 1999, though the contro-
versial move led to a power
struggle that ultimately cost him
his job.

In 1998, he also drew the ire of
his Goldman partners for dis-
cussing a merger with Mellon
Bank without conferring with the
firm’s management committee, a
misstep that also contributed to
his being replaced by Henry M.
Paulson Jr., who later became
secretary of the Treasury under
President George W. Bush. 

After leaving Goldman, Mr.
Corzine turned his attention to
public service, spending a sizable
chunk of his fortune — more than
$100 million — to pursue political
office. 

After being elected to the sen-
ate as a Democrat from New Jer-
sey in 2000, Mr. Corzine distin-
guished himself in Washington
for his financial acumen. But he
viewed himself as more of an ex-
ecutive than a legislator, and de-
cided to run for governor in 2005
before completing his term.

Mr. Corzine’s one term as gov-
ernor was marked by difficulties.
He complicated his run for gover-
nor by divorcing his wife of more
than 34 years shortly before an-

nouncing his candidacy and was
dogged throughout his time in of-
fice by complaints that his ro-
mantic relationship with a leader
of state employees’ union left him
in an untenable conflict of in-
terest.

His first year in office, he pre-
sided over a weeklong govern-
ment shutdown when the legisla-
ture originally balked at his pro-
posal to increase the sales tax.
The next year, he was badly in-
jured in a car accident when his
speeding state vehicle crashed.
Mr. Corzine, a passenger who
was not wearing a seat belt, en-
dured months of difficult rehabili-
tation that aides and critics said
drastically affected the rest of his
term.

Workin at MF Global, Mr. Cor-
zine’s life has revolved around
Manhattan; he is rarely seen in
Hoboken, where he keeps an
apartment. Last year he married
Sharon Elghanayan, the former
wife of K. Thomas Elghanayan, a
New York real estate developer.

National politics remained a fo-
cus of Mr. Corzine after he joined
MF Global. He pitched in to help
raise money for President Oba-
ma — who had campaigned for
Mr. Corzine during his re-election
bid for governor.

Mr. Obama’s first major re-
election fund-raiser in New York
was held at the Manhattan home
of Mr. Corzine’s wife, with tickets
going for $35,800 each. And Mr.
Corzine was one of the presi-
dent’s most elite bundlers, sup-
porters who tap friends and busi-
ness associates to bring in
checks: He has helped Mr. Oba-
ma raise more than $500,000 this
year. 

When White House officials
sought to broker a meeting be-
tween disgruntled Wall Street ex-
ecutives and Mr. Obama’s new
chief of staff this year, they
turned to Mr. Corzine, who or-
ganized a sit-down at the Four
Seasons. Mr. Corzine was on the
list. There had even been talk of
his being named the next Treas-
ury secretary.

Now, instead of a third act in
Washington, Mr. Corzine faces
difficult questions about what
happened on his watch and
whether he should have returned
to Wall Street at all. 

“He wanted to be back in the
game,” said one old friend. “He
thought he could make it work.”

In Corzine Comeback, Big Risks and a Steep Fall

DAVID GOLDMAN FOR THE NEW YORK TIMES

Jon Corzine in his Midtown office in April 2010. He thought MF Global had potential for growth.

Reporting was contributed by Da-
vid Chen, Nicholas Confessore,
David Kocieniewski, Ben Protess,
Susanne Craig, Andrew Ross Sor-
kin and Eric Dash. 

A man whose
reputation and
legacy hang in the
balance.
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career, however, the problems at MF Global 
have elicited a strong sense of deja vu.

In 1994, Mr. Corzine ascended to the top of 
Goldman Sachs despite hundreds of millions of 
dollars in trading losses at the bank’s bond unit, 
which he had overseen. He assumed leadership 
of Goldman, say his former colleagues, in part 
because he was one of the few partners who 
understood how to extricate the bank from its 
soured trades.

Mr. Corzine, a lifelong trader with a large 
appetite for risk, recently reflected on his past 
experiences dealing with crises in William D. 
Cohan’s book “Money and Power, How Gold-
man Sachs Came to Rule the World,” a recent 
history of the bank.

“Until you’ve actually traded and had to 
deal with one of those come-to-Jesus moments 
with a bad position,” he said, “and you have to 
make the decisions about whether to eliminate 
it, hold it, reduce it — those kind of existential 
moments involving the people you work with 
and your firm, those are the kinds of things that 
really get your attention.”

Mr. Corzine’s worldview had been forged at 
Goldman, where he spent 24 years. After grow-
ing up in a farm town in Illinois, where he was 
captain of his high school basketball team, Mr. 
Corzine, armed with an M.B.A. from the Univer-
sity of Chicago, joined Goldman Sachs in 1975 
as a bond trader. Bond trading was then low on 
the totem pole of Goldman. But he gained notice 
making big bets — and generating big profits — 
trading government bonds. At the age of 33, he 
made partner.

As Goldman’s senior partner from 1994 to 
1999, he led the bank through the Asian financial 
crisis and the collapse of the Long-Term Capital 
Management hedge fund. His crowning achieve-
ment was Goldman’s initial public offering in 
1999, though the controversial move led to a pow-
er struggle that ultimately cost him his job.

In 1998, he also drew the ire of his Goldman 
partners for discussing a merger with Mellon 
Bank without conferring with the firm’s man-
agement committee, a misstep that also contrib-
uted to his being replaced by Henry M. Paulson 
Jr., who later became secretary of the Treasury 
under President George W. Bush.

Upon leaving Goldman, Mr. Corzine turned 
his attention to public service, spending a siz-
able chunk of his fortune — more than $100 mil-

lion — to pursue political office.
After being elected to the senate as a Demo-

crat from New Jersey in 2000, Mr. Corzine dis-
tinguished himself in Washington for his finan-
cial acumen. But he viewed himself as more of 
an executive than a legislator, and decided to 
run for governor in 2005 before completing his 
term.

Mr. Corzine’s one term as governor was 
marked by difficulties. He complicated his run 
for governor by divorcing his wife of more than 
34 years shortly before announcing his candida-
cy and was dogged throughout his time in office 
by complaints that his romantic relationship 
with a leader of state employees’ union left him 
in an untenable conflict of interest.

His first year in office, he presided over 
a weeklong government shutdown when the 
legislature originally balked at his proposal 
to increase the sales tax. The next year, he 
was badly injured in a car accident when his 
speeding state vehicle crashed. Mr. Corzine, 
a passenger who was not wearing a seat belt, 
endured months of difficult rehabilitation that 
aides and critics said drastically affected the 
rest of his term.

Working at MF Global, Mr. Corzine’s life 
has revolved around Manhattan; he is rarely 
seen in Hoboken, where he keeps an apartment. 
Last year he married Sharon Elghanayan, the 
former wife of K. Thomas Elghanayan, a New 
York real estate developer.

National politics remained a focus of Mr. 
Corzine after he joined MF Global. He pitched 
in to help raise money for President Obama — 
who had campaigned for Mr. Corzine during his 
re-election bid for governor.

Mr. Obama’s first major re-election fund—
raiser in New York was held at the Manhattan 
home of Mr. Corzine’s wife, with tickets going 
for $35,800 each. And Mr. Corzine was one of the 
president’s most elite bundlers, supporters who 
tap friends and business associates to bring in 
checks: He has helped Mr. Obama raise more 
than $500,000 this year.

When White House officials sought to bro-
ker a meeting between disgruntled Wall Street 
executives and Mr. Obama’s new chief of staff 
this year, they turned to Mr. Corzine, who orga-
nized a sit-down at the Four Seasons. Mr. Cor-
zine was on the list. There had even been talk 
of his being named the next Treasury secretary.



Now, instead of a big job in Washington, Mr. Corzine faces difficult questions about what 
happened on his watch and whether he should 
have returned to Wall Street at all.

“He wanted to be back in the game,” said 
one old friend. “He thought he could make it 
work.”  n

Reporting was contributed by David Chen, Nich-
olas Confessore, David Kocieniewski, Ben Pro-
tess, Susanne Craig, Andrew Ross Sorkin and 
Eric Dash.
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By BEN PROTESS 
and MICHAEL J. de la MERCED

Federal officials are escalating
an investigation into MF Global,
the bankrupt brokerage firm run
by Jon S. Corzine, as the search
continues for roughly $600 mil-
lion in missing customer money. 

The Commodity Futures Trad-
ing Commission, which first de-
tected the missing money last
week, decided to issue subpoenas
to MF Global and demanded that
the firm retain any documents
that may be related to the in-
vestigation, according to people
briefed on the situation.

The trading commission along
with the Securities and Exchange
Commission and exchanges like
the CME Group are examining
whether MF Global diverted cus-
tomer money in recent days to
support its own trades in a last-
ditch effort to save itself — a seri-
ous violation of federal rules.

The Federal Bureau of Investi-
gation has also joined the inquiry,
according to a person with
knowledge of the case. The F.B.I.
has only started its review of the
matter, and there is still no in-
dication that criminal laws were
violated. An F.B.I. spokesman de-
clined to comment. 

Neither MF Global nor Mr.
Corzine, the former governor of
New Jersey and once a top exec-
utive at Goldman Sachs, has been
accused of any wrongdoing.

In Federal Bankruptcy Court
in downtown Manhattan on Tues-

MF Global
Inquiry
Escalates

Continued on Page 5

By AZAM AHMED
and JULIE CRESWELL

John A. Paulson, the billionaire
hedge fund manager who made
his fortune betting against sub-
prime mortgages, has been fod-
der for Wall Street gossip as ri-
vals wondered whether investors
would bolt after suffering stag-
gering losses this year.

At least for now, pensions, en-
dowments and wealthy individ-
uals are standing by their money
manager. Redemption requests,
which were due by Oct. 31, totaled
less than 8 percent of assets, or
roughly $2.4 billion, according to
a letter that Mr. Paulson sent to
investors on Tuesday.

It’s a rare feat for a hedge fund.
When returns sink by as much as
50 percent — as one portfolio did
at Paulson & Company — invest-
ors typically flee at the first op-
portunity. 

But Mr. Paulson has built a res-
ervoir of credibility, largely
through past performance and
marketing efforts.

Longtime clients are still giddy
from 2007, when one credit-fo-
cused fund gained 600 percent
amid the broader market down-
turn. Newer institutional invest-
ors that have lost millions, like
public pensions in New Mexico
and Missouri, figure returns will
bounce back. Some are even
pouring additional money into its
funds in anticipation of a turn-
around, money that will help off-
set some of the withdrawals.

“We still have a very high con-

Investors
At Paulson
Stick With It

Continued on Page 4

By QUENTIN HARDY

SUNNYVALE, Calif. — James
Gosling wants to network the
world’s oceans. 

Mr. Gosling is transforming a
fleet of robots that move out in
the ocean to measure every-
thing from weather to oil slicks,
sharply reducing many of the
costs of ocean-related business-
es. 

If his plans sound rather ex-
treme, consider this: Mr. Gos-
ling designed of one of the most
influential and widely used com-
puter languages, Java. The Sil-
icon Valley company he joined,
Liquid Robotics, has raised seri-
ous money to accomplish the

mission — $40 million, including
$22 million in June from Van-
tagePoint Capital Partners and
Schlumberger, the oilfield serv-
ices company.

Liquid Robotics’ product, a
Wave Glider, is about the size of
a surfboard. Using a wave-
based propulsion system and
two solar panels to fuel its com-
puters, the robots travel slowly
over the ocean, recording data.
The sensor data is crunched
onboard by low-power cell-
phone chips, and then shipped
by satellite or cellphone to big
onshore computers that do com-
plex analysis.

“Getting a computer out into

the middle of the ocean is a pret-
ty big challenge, but that is the
attractive thing,” said Mr. Gos-
ling, chief software architect at
Liquid Robotics. “Three-quar-
ters of the planet is ocean, and
it’s still dark to us.”

Liquid Robotics is working to-
ward networking tens of thou-
sands of the craft, adding sen-
sors and onboard computing ca-
pability so the robots can man-
age themselves during oceango-
ing projects lasting years. Right
now, the robots work solo.

“This is a bit like 1960 in the
Space Age, when they had
launched just a few satellites,” 

Catching a Wave, and Measuring It

LIQUID ROBOTICS

A Wave Glider robot is launched off Monterey Bay, Calif. Continued on Page 8

By GRAHAM BOWLEY 
and CHRISTINE HAUSER

The European debt crisis demon-
strated again on Tuesday the choke-
hold it maintains on investors world-
wide, as a surprise move by Greece
to put the terms of its planned bail-
out to a public referendum battered
global financial markets.

Meanwhile, the bankruptcy of the
brokerage firm MF Global sent
some ripples through the markets,
reducing trading volumes as its
traders were barred from commod-
ity exchange floors in Chicago and
New York, but analysts and traders
said its effects were minor com-
pared with the actions in Greece.

Declines that started in Asia ac-
celerated in Europe — where the
major indexes slumped 5 percent.
Bank stocks led the sell-offs, and the
broad United States stock market
slid nearly 3 percent. In the credit
markets, crucial stress gauges
moved toward recent highs, while

rising interest rates on Italian debt
underscored investors’ growing
doubts about that highly indebted
country, which has become the new
focus of concern in the euro zone.

“It is all Europe right now,” said
Eric Green, an economist at TD Se-
curities in New York.

The Greek referendum threat-
ened to undo the work of the summit
meeting last week in Brussels,
where leaders outlined a rescue
plan that cheered markets and con-
tributed to the biggest monthly
United States stock market rally in
October since 1982.

“The markets don’t know which
way to look,” said Andrew Wilkin-
son, an economist at Miller Tabak &
Company. 

“This has absolutely blindsided
markets.”

The declines in Europe wiped out
the exuberant gains of last week af-
ter the Brussels deal, which initially 

European Debt Crisis Tightens
Its Chokehold on Global Markets

Continued on Page 10

By LANDON THOMAS Jr.

The political upheaval in Athens
has suddenly made the once un-
speakable — Greek debt default — a
distinct possibility. 

So now it is time to ponder the
once unthinkable: that Greece
might end its 10-year use of the euro
and return to its former currency,
the drachma. 

Such a move is still officially
anathema in Athens. But a growing
body of economists argues that it
would be the best course, whatever
the near-term financial and econom-
ic implications. And now, with a ref-
erendum on the European-led bail-
out facing Greek voters, a vocal mi-
nority that has long called for a re-
turn to the drachma might find itself
with a growing group of listeners. 

A return to the drachma is un-
likely to offer a quick cure for
Greece’s ills. Default on the nation’s
$500 billion in public debt would be-
come a certainty, depositors would

take their money out of local banks
and, with a sharp devaluation of as
much as 50 percent, inflation would
loom. A return to the international
credit markets would take years.

But drachma defenders contend
that these worst fears are overdone.
Yes, there would be disruption and
panic initially. But, they say, point-
ing to Argentina’s case when it
broke its peg with the dollar in 2002,
the export boom ignited by a cheap-
er currency and the ability to control
the drachma would eventually work
in Greece’s favor.

“The real problem is that we are
operating under a foreign currency,”
Vasilis Serafeimakis, a senior execu-
tive at Avinoil, one of Greece’s larg-
est oil and gas distribution compa-
nies, said of the euro. In the last
year, he has been banging the bring-
back-the-drachma drum. 

“If we had our own currency, we
could at least print money,” Mr. 

Aftershocks for Athens and Wall Street

ANGELOS TZORTZINIS/BLOOMBERG NEWS

The flags of the European Union, left, and Greece flying near the Parthenon in Athens. A plan for Greece to give up its euro dream is gaining support.

Whispers of Return to Drachma
Grow Louder in Greek Crisis

Continued on Page 10
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FEDERAL officials are escalating an in-
vestigation into MF Global, the bankrupt 
brokerage firm run by Jon S. Corzine, as 

the search continues for roughly $600 million in 
missing customer money.

The Commodity Futures Trading Commis-
sion, which first detected the missing money 
last week, decided to issue subpoenas to MF 
Global and demanded that the firm retain any 
documents that may be related to the investi-
gation, according to people briefed on the situ-
ation.

The trading commission along with the 
Securities and Exchange Commission and ex-
changes like the CME Group are examining 
whether MF Global diverted customer money 
in recent days to support its own trades in a 
last-ditch effort to save itself — a serious viola-
tion of federal rules.

The Federal Bureau of Investigation has 
also joined the inquiry, according to a person 
with knowledge of the case. 

The F.B.I. has only started its 
review of the matter, and there 
is still no indication that crimi-
nal laws were violated. An F.B.I. 
spokesman declined to comment.

Neither MF Global nor Mr. 
Corzine, the former governor of 
New Jersey and once a top execu-
tive at Goldman Sachs, has been 
accused of any wrongdoing.

In Federal Bankruptcy Court 
in downtown Manhattan on Tues-
day, MF Global’s lawyers played 
down the missing money. Ken Zi-
man, one of the lawyers, said in the 
firm’s first hearing that banks or 
clearinghouses had been slow to 
produce the money.

“To the best knowledge of 

management, there is no shortfall,” Mr. Ziman 
said.

But regulators on Tuesday still could not lo-
cate the customer money, and the firm had not 
accounted for it. 

The downfall of MF Global, and the growing 
federal investigation into the missing money, 
threaten to bruise Mr. Corzine’s reputation. Af-
ter losing his bid for re-election as New Jersey’s 
governor in 2009, ending a decade-long run in 
politics, Mr. Corzine returned to Wall Street, 
landing at MF Global in March 2010.

In his new role, Mr. Corzine sought to trans-
form MF Global from a sleepy brokerage firm 
into a high-flying Wall Street presence reminis-
cent of his former employer, Goldman Sachs. 
He started buying debt from Italy, Ireland and 
other troubled European nations at a discount.

Amid the continuing sovereign debt crisis, 
the holdings alarmed investors and led to wide-
spread concerns about the health of MF Global. 
By the last week of October, the stock was in 

free fall and Mr. Corzine moved to 
strike a deal to sell off all or part of 
the firm.

Early Monday, MF Global dis-
closed to regulators that it had 
failed to segregate clients’ ac-
counts, breaking fundamental Wall 
Street rules. The revelation of miss-
ing money dashed a potential deal 
and propelled the company into 
Chapter 11 bankruptcy.

While it is unclear where the 
money went, some of the money is 
expected to turn up as MF Global 
sorts through the bankruptcy pro-
cess.Little, if any, money trickled in 
on Tuesday, however, according to 
two people briefed on the matter, 
and roughly $600 million in unac-

By BEN PROTESS and MICHAEL J. de la MERCED
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By BEN PROTESS 
and MICHAEL J. de la MERCED

Federal officials are escalating
an investigation into MF Global,
the bankrupt brokerage firm run
by Jon S. Corzine, as the search
continues for roughly $600 mil-
lion in missing customer money. 

The Commodity Futures Trad-
ing Commission, which first de-
tected the missing money last
week, decided to issue subpoenas
to MF Global and demanded that
the firm retain any documents
that may be related to the in-
vestigation, according to people
briefed on the situation.

The trading commission along
with the Securities and Exchange
Commission and exchanges like
the CME Group are examining
whether MF Global diverted cus-
tomer money in recent days to
support its own trades in a last-
ditch effort to save itself — a seri-
ous violation of federal rules.

The Federal Bureau of Investi-
gation has also joined the inquiry,
according to a person with
knowledge of the case. The F.B.I.
has only started its review of the
matter, and there is still no in-
dication that criminal laws were
violated. An F.B.I. spokesman de-
clined to comment. 

Neither MF Global nor Mr.
Corzine, the former governor of
New Jersey and once a top exec-
utive at Goldman Sachs, has been
accused of any wrongdoing.

In Federal Bankruptcy Court
in downtown Manhattan on Tues-
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By AZAM AHMED
and JULIE CRESWELL

John A. Paulson, the billionaire
hedge fund manager who made
his fortune betting against sub-
prime mortgages, has been fod-
der for Wall Street gossip as ri-
vals wondered whether investors
would bolt after suffering stag-
gering losses this year.

At least for now, pensions, en-
dowments and wealthy individ-
uals are standing by their money
manager. Redemption requests,
which were due by Oct. 31, totaled
less than 8 percent of assets, or
roughly $2.4 billion, according to
a letter that Mr. Paulson sent to
investors on Tuesday.

It’s a rare feat for a hedge fund.
When returns sink by as much as
50 percent — as one portfolio did
at Paulson & Company — invest-
ors typically flee at the first op-
portunity. 

But Mr. Paulson has built a res-
ervoir of credibility, largely
through past performance and
marketing efforts.

Longtime clients are still giddy
from 2007, when one credit-fo-
cused fund gained 600 percent
amid the broader market down-
turn. Newer institutional invest-
ors that have lost millions, like
public pensions in New Mexico
and Missouri, figure returns will
bounce back. Some are even
pouring additional money into its
funds in anticipation of a turn-
around, money that will help off-
set some of the withdrawals.

“We still have a very high con-

Investors
At Paulson
Stick With It
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By QUENTIN HARDY

SUNNYVALE, Calif. — James
Gosling wants to network the
world’s oceans. 

Mr. Gosling is transforming a
fleet of robots that move out in
the ocean to measure every-
thing from weather to oil slicks,
sharply reducing many of the
costs of ocean-related business-
es. 

If his plans sound rather ex-
treme, consider this: Mr. Gos-
ling designed of one of the most
influential and widely used com-
puter languages, Java. The Sil-
icon Valley company he joined,
Liquid Robotics, has raised seri-
ous money to accomplish the

mission — $40 million, including
$22 million in June from Van-
tagePoint Capital Partners and
Schlumberger, the oilfield serv-
ices company.

Liquid Robotics’ product, a
Wave Glider, is about the size of
a surfboard. Using a wave-
based propulsion system and
two solar panels to fuel its com-
puters, the robots travel slowly
over the ocean, recording data.
The sensor data is crunched
onboard by low-power cell-
phone chips, and then shipped
by satellite or cellphone to big
onshore computers that do com-
plex analysis.

“Getting a computer out into

the middle of the ocean is a pret-
ty big challenge, but that is the
attractive thing,” said Mr. Gos-
ling, chief software architect at
Liquid Robotics. “Three-quar-
ters of the planet is ocean, and
it’s still dark to us.”

Liquid Robotics is working to-
ward networking tens of thou-
sands of the craft, adding sen-
sors and onboard computing ca-
pability so the robots can man-
age themselves during oceango-
ing projects lasting years. Right
now, the robots work solo.

“This is a bit like 1960 in the
Space Age, when they had
launched just a few satellites,” 
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A Wave Glider robot is launched off Monterey Bay, Calif. Continued on Page 8

By GRAHAM BOWLEY 
and CHRISTINE HAUSER

The European debt crisis demon-
strated again on Tuesday the choke-
hold it maintains on investors world-
wide, as a surprise move by Greece
to put the terms of its planned bail-
out to a public referendum battered
global financial markets.

Meanwhile, the bankruptcy of the
brokerage firm MF Global sent
some ripples through the markets,
reducing trading volumes as its
traders were barred from commod-
ity exchange floors in Chicago and
New York, but analysts and traders
said its effects were minor com-
pared with the actions in Greece.

Declines that started in Asia ac-
celerated in Europe — where the
major indexes slumped 5 percent.
Bank stocks led the sell-offs, and the
broad United States stock market
slid nearly 3 percent. In the credit
markets, crucial stress gauges
moved toward recent highs, while

rising interest rates on Italian debt
underscored investors’ growing
doubts about that highly indebted
country, which has become the new
focus of concern in the euro zone.

“It is all Europe right now,” said
Eric Green, an economist at TD Se-
curities in New York.

The Greek referendum threat-
ened to undo the work of the summit
meeting last week in Brussels,
where leaders outlined a rescue
plan that cheered markets and con-
tributed to the biggest monthly
United States stock market rally in
October since 1982.

“The markets don’t know which
way to look,” said Andrew Wilkin-
son, an economist at Miller Tabak &
Company. 

“This has absolutely blindsided
markets.”

The declines in Europe wiped out
the exuberant gains of last week af-
ter the Brussels deal, which initially 

European Debt Crisis Tightens
Its Chokehold on Global Markets
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By LANDON THOMAS Jr.

The political upheaval in Athens
has suddenly made the once un-
speakable — Greek debt default — a
distinct possibility. 

So now it is time to ponder the
once unthinkable: that Greece
might end its 10-year use of the euro
and return to its former currency,
the drachma. 

Such a move is still officially
anathema in Athens. But a growing
body of economists argues that it
would be the best course, whatever
the near-term financial and econom-
ic implications. And now, with a ref-
erendum on the European-led bail-
out facing Greek voters, a vocal mi-
nority that has long called for a re-
turn to the drachma might find itself
with a growing group of listeners. 

A return to the drachma is un-
likely to offer a quick cure for
Greece’s ills. Default on the nation’s
$500 billion in public debt would be-
come a certainty, depositors would

take their money out of local banks
and, with a sharp devaluation of as
much as 50 percent, inflation would
loom. A return to the international
credit markets would take years.

But drachma defenders contend
that these worst fears are overdone.
Yes, there would be disruption and
panic initially. But, they say, point-
ing to Argentina’s case when it
broke its peg with the dollar in 2002,
the export boom ignited by a cheap-
er currency and the ability to control
the drachma would eventually work
in Greece’s favor.

“The real problem is that we are
operating under a foreign currency,”
Vasilis Serafeimakis, a senior execu-
tive at Avinoil, one of Greece’s larg-
est oil and gas distribution compa-
nies, said of the euro. In the last
year, he has been banging the bring-
back-the-drachma drum. 

“If we had our own currency, we
could at least print money,” Mr. 

Aftershocks for Athens and Wall Street

ANGELOS TZORTZINIS/BLOOMBERG NEWS

The flags of the European Union, left, and Greece flying near the Parthenon in Athens. A plan for Greece to give up its euro dream is gaining support.
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By BEN PROTESS 
and MICHAEL J. de la MERCED

Federal officials are escalating
an investigation into MF Global,
the bankrupt brokerage firm run
by Jon S. Corzine, as the search
continues for roughly $600 mil-
lion in missing customer money. 

The Commodity Futures Trad-
ing Commission, which first de-
tected the missing money last
week, decided to issue subpoenas
to MF Global and demanded that
the firm retain any documents
that may be related to the in-
vestigation, according to people
briefed on the situation.

The trading commission along
with the Securities and Exchange
Commission and exchanges like
the CME Group are examining
whether MF Global diverted cus-
tomer money in recent days to
support its own trades in a last-
ditch effort to save itself — a seri-
ous violation of federal rules.

The Federal Bureau of Investi-
gation has also joined the inquiry,
according to a person with
knowledge of the case. The F.B.I.
has only started its review of the
matter, and there is still no in-
dication that criminal laws were
violated. An F.B.I. spokesman de-
clined to comment. 

Neither MF Global nor Mr.
Corzine, the former governor of
New Jersey and once a top exec-
utive at Goldman Sachs, has been
accused of any wrongdoing.

In Federal Bankruptcy Court
in downtown Manhattan on Tues-
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John A. Paulson, the billionaire
hedge fund manager who made
his fortune betting against sub-
prime mortgages, has been fod-
der for Wall Street gossip as ri-
vals wondered whether investors
would bolt after suffering stag-
gering losses this year.

At least for now, pensions, en-
dowments and wealthy individ-
uals are standing by their money
manager. Redemption requests,
which were due by Oct. 31, totaled
less than 8 percent of assets, or
roughly $2.4 billion, according to
a letter that Mr. Paulson sent to
investors on Tuesday.

It’s a rare feat for a hedge fund.
When returns sink by as much as
50 percent — as one portfolio did
at Paulson & Company — invest-
ors typically flee at the first op-
portunity. 

But Mr. Paulson has built a res-
ervoir of credibility, largely
through past performance and
marketing efforts.

Longtime clients are still giddy
from 2007, when one credit-fo-
cused fund gained 600 percent
amid the broader market down-
turn. Newer institutional invest-
ors that have lost millions, like
public pensions in New Mexico
and Missouri, figure returns will
bounce back. Some are even
pouring additional money into its
funds in anticipation of a turn-
around, money that will help off-
set some of the withdrawals.

“We still have a very high con-
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By QUENTIN HARDY

SUNNYVALE, Calif. — James
Gosling wants to network the
world’s oceans. 

Mr. Gosling is transforming a
fleet of robots that move out in
the ocean to measure every-
thing from weather to oil slicks,
sharply reducing many of the
costs of ocean-related business-
es. 

If his plans sound rather ex-
treme, consider this: Mr. Gos-
ling designed of one of the most
influential and widely used com-
puter languages, Java. The Sil-
icon Valley company he joined,
Liquid Robotics, has raised seri-
ous money to accomplish the

mission — $40 million, including
$22 million in June from Van-
tagePoint Capital Partners and
Schlumberger, the oilfield serv-
ices company.

Liquid Robotics’ product, a
Wave Glider, is about the size of
a surfboard. Using a wave-
based propulsion system and
two solar panels to fuel its com-
puters, the robots travel slowly
over the ocean, recording data.
The sensor data is crunched
onboard by low-power cell-
phone chips, and then shipped
by satellite or cellphone to big
onshore computers that do com-
plex analysis.

“Getting a computer out into

the middle of the ocean is a pret-
ty big challenge, but that is the
attractive thing,” said Mr. Gos-
ling, chief software architect at
Liquid Robotics. “Three-quar-
ters of the planet is ocean, and
it’s still dark to us.”

Liquid Robotics is working to-
ward networking tens of thou-
sands of the craft, adding sen-
sors and onboard computing ca-
pability so the robots can man-
age themselves during oceango-
ing projects lasting years. Right
now, the robots work solo.

“This is a bit like 1960 in the
Space Age, when they had
launched just a few satellites,” 
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A Wave Glider robot is launched off Monterey Bay, Calif. Continued on Page 8

By GRAHAM BOWLEY 
and CHRISTINE HAUSER

The European debt crisis demon-
strated again on Tuesday the choke-
hold it maintains on investors world-
wide, as a surprise move by Greece
to put the terms of its planned bail-
out to a public referendum battered
global financial markets.

Meanwhile, the bankruptcy of the
brokerage firm MF Global sent
some ripples through the markets,
reducing trading volumes as its
traders were barred from commod-
ity exchange floors in Chicago and
New York, but analysts and traders
said its effects were minor com-
pared with the actions in Greece.

Declines that started in Asia ac-
celerated in Europe — where the
major indexes slumped 5 percent.
Bank stocks led the sell-offs, and the
broad United States stock market
slid nearly 3 percent. In the credit
markets, crucial stress gauges
moved toward recent highs, while

rising interest rates on Italian debt
underscored investors’ growing
doubts about that highly indebted
country, which has become the new
focus of concern in the euro zone.

“It is all Europe right now,” said
Eric Green, an economist at TD Se-
curities in New York.

The Greek referendum threat-
ened to undo the work of the summit
meeting last week in Brussels,
where leaders outlined a rescue
plan that cheered markets and con-
tributed to the biggest monthly
United States stock market rally in
October since 1982.

“The markets don’t know which
way to look,” said Andrew Wilkin-
son, an economist at Miller Tabak &
Company. 

“This has absolutely blindsided
markets.”

The declines in Europe wiped out
the exuberant gains of last week af-
ter the Brussels deal, which initially 
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By LANDON THOMAS Jr.

The political upheaval in Athens
has suddenly made the once un-
speakable — Greek debt default — a
distinct possibility. 

So now it is time to ponder the
once unthinkable: that Greece
might end its 10-year use of the euro
and return to its former currency,
the drachma. 

Such a move is still officially
anathema in Athens. But a growing
body of economists argues that it
would be the best course, whatever
the near-term financial and econom-
ic implications. And now, with a ref-
erendum on the European-led bail-
out facing Greek voters, a vocal mi-
nority that has long called for a re-
turn to the drachma might find itself
with a growing group of listeners. 

A return to the drachma is un-
likely to offer a quick cure for
Greece’s ills. Default on the nation’s
$500 billion in public debt would be-
come a certainty, depositors would

take their money out of local banks
and, with a sharp devaluation of as
much as 50 percent, inflation would
loom. A return to the international
credit markets would take years.

But drachma defenders contend
that these worst fears are overdone.
Yes, there would be disruption and
panic initially. But, they say, point-
ing to Argentina’s case when it
broke its peg with the dollar in 2002,
the export boom ignited by a cheap-
er currency and the ability to control
the drachma would eventually work
in Greece’s favor.

“The real problem is that we are
operating under a foreign currency,”
Vasilis Serafeimakis, a senior execu-
tive at Avinoil, one of Greece’s larg-
est oil and gas distribution compa-
nies, said of the euro. In the last
year, he has been banging the bring-
back-the-drachma drum. 

“If we had our own currency, we
could at least print money,” Mr. 

Aftershocks for Athens and Wall Street
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The flags of the European Union, left, and Greece flying near the Parthenon in Athens. A plan for Greece to give up its euro dream is gaining support.
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By BEN PROTESS 
and MICHAEL J. de la MERCED

Federal officials are escalating
an investigation into MF Global,
the bankrupt brokerage firm run
by Jon S. Corzine, as the search
continues for roughly $600 mil-
lion in missing customer money. 

The Commodity Futures Trad-
ing Commission, which first de-
tected the missing money last
week, decided to issue subpoenas
to MF Global and demanded that
the firm retain any documents
that may be related to the in-
vestigation, according to people
briefed on the situation.

The trading commission along
with the Securities and Exchange
Commission and exchanges like
the CME Group are examining
whether MF Global diverted cus-
tomer money in recent days to
support its own trades in a last-
ditch effort to save itself — a seri-
ous violation of federal rules.

The Federal Bureau of Investi-
gation has also joined the inquiry,
according to a person with
knowledge of the case. The F.B.I.
has only started its review of the
matter, and there is still no in-
dication that criminal laws were
violated. An F.B.I. spokesman de-
clined to comment. 

Neither MF Global nor Mr.
Corzine, the former governor of
New Jersey and once a top exec-
utive at Goldman Sachs, has been
accused of any wrongdoing.

In Federal Bankruptcy Court
in downtown Manhattan on Tues-
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John A. Paulson, the billionaire
hedge fund manager who made
his fortune betting against sub-
prime mortgages, has been fod-
der for Wall Street gossip as ri-
vals wondered whether investors
would bolt after suffering stag-
gering losses this year.

At least for now, pensions, en-
dowments and wealthy individ-
uals are standing by their money
manager. Redemption requests,
which were due by Oct. 31, totaled
less than 8 percent of assets, or
roughly $2.4 billion, according to
a letter that Mr. Paulson sent to
investors on Tuesday.

It’s a rare feat for a hedge fund.
When returns sink by as much as
50 percent — as one portfolio did
at Paulson & Company — invest-
ors typically flee at the first op-
portunity. 

But Mr. Paulson has built a res-
ervoir of credibility, largely
through past performance and
marketing efforts.

Longtime clients are still giddy
from 2007, when one credit-fo-
cused fund gained 600 percent
amid the broader market down-
turn. Newer institutional invest-
ors that have lost millions, like
public pensions in New Mexico
and Missouri, figure returns will
bounce back. Some are even
pouring additional money into its
funds in anticipation of a turn-
around, money that will help off-
set some of the withdrawals.

“We still have a very high con-

Investors
At Paulson
Stick With It

Continued on Page 4

By QUENTIN HARDY

SUNNYVALE, Calif. — James
Gosling wants to network the
world’s oceans. 

Mr. Gosling is transforming a
fleet of robots that move out in
the ocean to measure every-
thing from weather to oil slicks,
sharply reducing many of the
costs of ocean-related business-
es. 

If his plans sound rather ex-
treme, consider this: Mr. Gos-
ling designed of one of the most
influential and widely used com-
puter languages, Java. The Sil-
icon Valley company he joined,
Liquid Robotics, has raised seri-
ous money to accomplish the

mission — $40 million, including
$22 million in June from Van-
tagePoint Capital Partners and
Schlumberger, the oilfield serv-
ices company.

Liquid Robotics’ product, a
Wave Glider, is about the size of
a surfboard. Using a wave-
based propulsion system and
two solar panels to fuel its com-
puters, the robots travel slowly
over the ocean, recording data.
The sensor data is crunched
onboard by low-power cell-
phone chips, and then shipped
by satellite or cellphone to big
onshore computers that do com-
plex analysis.

“Getting a computer out into

the middle of the ocean is a pret-
ty big challenge, but that is the
attractive thing,” said Mr. Gos-
ling, chief software architect at
Liquid Robotics. “Three-quar-
ters of the planet is ocean, and
it’s still dark to us.”

Liquid Robotics is working to-
ward networking tens of thou-
sands of the craft, adding sen-
sors and onboard computing ca-
pability so the robots can man-
age themselves during oceango-
ing projects lasting years. Right
now, the robots work solo.

“This is a bit like 1960 in the
Space Age, when they had
launched just a few satellites,” 
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A Wave Glider robot is launched off Monterey Bay, Calif. Continued on Page 8

By GRAHAM BOWLEY 
and CHRISTINE HAUSER

The European debt crisis demon-
strated again on Tuesday the choke-
hold it maintains on investors world-
wide, as a surprise move by Greece
to put the terms of its planned bail-
out to a public referendum battered
global financial markets.

Meanwhile, the bankruptcy of the
brokerage firm MF Global sent
some ripples through the markets,
reducing trading volumes as its
traders were barred from commod-
ity exchange floors in Chicago and
New York, but analysts and traders
said its effects were minor com-
pared with the actions in Greece.

Declines that started in Asia ac-
celerated in Europe — where the
major indexes slumped 5 percent.
Bank stocks led the sell-offs, and the
broad United States stock market
slid nearly 3 percent. In the credit
markets, crucial stress gauges
moved toward recent highs, while

rising interest rates on Italian debt
underscored investors’ growing
doubts about that highly indebted
country, which has become the new
focus of concern in the euro zone.

“It is all Europe right now,” said
Eric Green, an economist at TD Se-
curities in New York.

The Greek referendum threat-
ened to undo the work of the summit
meeting last week in Brussels,
where leaders outlined a rescue
plan that cheered markets and con-
tributed to the biggest monthly
United States stock market rally in
October since 1982.

“The markets don’t know which
way to look,” said Andrew Wilkin-
son, an economist at Miller Tabak &
Company. 

“This has absolutely blindsided
markets.”

The declines in Europe wiped out
the exuberant gains of last week af-
ter the Brussels deal, which initially 

European Debt Crisis Tightens
Its Chokehold on Global Markets

Continued on Page 10

By LANDON THOMAS Jr.

The political upheaval in Athens
has suddenly made the once un-
speakable — Greek debt default — a
distinct possibility. 

So now it is time to ponder the
once unthinkable: that Greece
might end its 10-year use of the euro
and return to its former currency,
the drachma. 

Such a move is still officially
anathema in Athens. But a growing
body of economists argues that it
would be the best course, whatever
the near-term financial and econom-
ic implications. And now, with a ref-
erendum on the European-led bail-
out facing Greek voters, a vocal mi-
nority that has long called for a re-
turn to the drachma might find itself
with a growing group of listeners. 

A return to the drachma is un-
likely to offer a quick cure for
Greece’s ills. Default on the nation’s
$500 billion in public debt would be-
come a certainty, depositors would

take their money out of local banks
and, with a sharp devaluation of as
much as 50 percent, inflation would
loom. A return to the international
credit markets would take years.

But drachma defenders contend
that these worst fears are overdone.
Yes, there would be disruption and
panic initially. But, they say, point-
ing to Argentina’s case when it
broke its peg with the dollar in 2002,
the export boom ignited by a cheap-
er currency and the ability to control
the drachma would eventually work
in Greece’s favor.

“The real problem is that we are
operating under a foreign currency,”
Vasilis Serafeimakis, a senior execu-
tive at Avinoil, one of Greece’s larg-
est oil and gas distribution compa-
nies, said of the euro. In the last
year, he has been banging the bring-
back-the-drachma drum. 

“If we had our own currency, we
could at least print money,” Mr. 
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The flags of the European Union, left, and Greece flying near the Parthenon in Athens. A plan for Greece to give up its euro dream is gaining support.
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By STEVEN M. DAVIDOFF

If there were any doubt re-
maining, the scandal surround-
ing the Olympus Corporation of
Japan has proved Michael Crich-

ton wrong. What
does the late Mr.
Crichton, the au-
thor of “Jurassic
Park” among other
books, have to do

with this, you may be asking? 
Mr. Crichton was responsible

for “Rising Sun,” the popular
book and movie that appeared in
the early 1990s when Japan was
today’s China, about to dominate
the world. In “Rising Sun,” Japa-
nese businessmen were por-
trayed as crafty, willing to do
anything to succeed against the
bumbling Americans. Japanese
were even stealing our women,
arranging for them to serve as
sushi platters at their decadent
parties (you have to see the mov-
ie to believe this one) . “Rising
Sun” and movies like “Gung Ho,”
which starred Michael Keaton
and involved the Japanese take-
over of an American auto plant,
created a perception that Japa-
nese businesses were going to
dominate the world. The Japa-
nese were consensus driven and
without the fractious disputes of
American capitalism.

Behind this model were the
keiretsu, in which Japanese cor-
porations had cross-sharehold-
ings in one another and cooperat-
ed to aid one another. Further
support came from the Japanese
government, which appeared to
direct their overall strategies and
investments. Against these
forces, Mr. Crichton pointed to
American doom. 

Flash forward to 2011 and it all
seems laughable. The Japanese
economy cratered almost imme-
diately after “Rising Sun” ap-
peared, and has been in recession
for almost two decades. 

It is here that Olympus, the
camera maker and medical imag-
ing company, and its scandal are
relevant. It brings to light the se-

vere failings of Japanese busi-
nesses, failures that were pa-
pered over by the 1980s boom
years. 

The Olympus case is disturb-
ing. It appears that Olympus paid
$687 million in advisory fees to an
unknown group of people for the
$1.9 billion purchase of the Gyrus
Group of Britain. 

Takeover advisory fees are
typically around 1 to 2 percent of
the transaction value, but this fee
was about 36 percent of the entire
purchase. Moreover, the money
went to a small, little-known bro-
kerage firm named Axes Amer-
ica, which then transferred some
of the fee to a newly created Cay-
man Island company. 

Both firms were shut down not
long after the payments were
made. In three other acquisitions,
Olympus paid $773 million for
companies that appeared to have
little strategic value, and wrote
down their value by 76 percent
only a year later. 

When the newly appointed
chief executive of Olympus, Mi-
chael C. Woodford, a Briton, de-
manded an investigation, he was
abruptly terminated by a unani-
mous vote of the Olympus board.
Mr. Woodford went public in air-
ing his concerns over these pay-
ments. In the wake of this disclo-
sure, Olympus stock has fallen by
half before recovering somewhat.
United States authorities are in-
vestigating. 

The Olympus scandal exposes
the all-too-cozy nature of Japa-
nese business that was subject to
so much praise in the 1980s. Japa-
nese corporations are dominated
by insiders, and companies are
often run for the benefit of these
insiders rather than shareholder
interests. Because of the keiretsu
and cross-holdings, shareholder
pressure and oversight have tra-
ditionally been minimal. Hostile
takeovers are almost nonexist-
ent, as is shareholder activism. 

Though there has been in-
creased government scrutiny of
business practices, Japanese reg-
ulators have been slow to force
changes. Boards were recently
required to have at least one in-
dependent director or an inde-
pendent auditor. The result is
that Japanese companies have on
average about one independent
director, according to the Tokyo

Stock Exchange. 
Independence, however, has

been loosely defined, and man-
agement too often still appoints
related parties. There is also a
systematic failure of Japanese
boards to question management.
The Olympus board ostensibly
had three independent directors,
yet none appeared to question

Mr. Woodford’s firing. 
This operational style — con-

sensus driven, government sup-
ported and rife with cronyism —
benefited Japan in the years after
World War II. Japan was one of
the fastest-growing economies in
the world. The Japanese model
worked well in a rising tide as
Japanese businesses took advan-
tage of their low-cost base and
globalization to reap easy gains
against way too comfortable

American corporations. Japanese
companies were given an able as-
sist by Japanese protectionism,
which provided a stable home
market. 

But Japanese business and its
economy have not made the ad-
justment to the globalized world.
The keiretsu have loosened ties
during the Japanese recession,
but the cronyism has remained.
American businesses, under
much more capitalistic and
shareholder pressure, also adapt-
ed and became more competitive. 

I would add that we might
want to pause and reflect on the
value of corporate governance
that is too often criticized in the
United States as meaningless
and burdensome. The active
takeover market and corporate
governance movement hastened
changes in the United States. 

There are two important les-
sons here. First, it remains to be
seen if the Olympus case be-
comes the shock that stirs Japa-
nese business to change. Only
last week, Daio Paper, the coun-
try’s largest maker of tissue
products, announced that it
would file a criminal complaint
against its former chairman, ac-
cusing him of illegally siphoning
off $140 million, some of it to his

own account and some to a Japa-
nese subsidiary of the Las Vegas
Sands. 

While Daio Paper is taking an
active stand, the fact that United
States authorities rather than
Japanese regulators appear to be
taking the lead in investigating
the Olympus transactions speaks
volumes. Without strong leader-
ship at the top or an inquisitorial
prosecutor like an Eliot Spitzer,
or a Ferdinand Pecora in the
1930s, meaningful reform is likely
to elude Japan. 

The men leading Japan do not
appear to appreciate the prob-
lem. Prime Minister Yoshihiko
Noda told The Financial Times in
an interview that “what worries
me is that it will be a problem if
people take the events at this one
Japanese company and general-
ize from that to say Japan is a
country that [does not follow] the
rules of capitalism.” 

The second lesson is one of fa-
miliarity. Right now, the dis-
course is about Chinese domina-
tion. The Chinese economy is
what economists term command
and control. The state directs in-
dustry and has profited greatly
by doing so. In the United States,
meanwhile, there is an outcry
over a relatively small loan guar-
antee to Solyndra, the solar com-
pany. 

China has clearly benefited
from its cheap labor and huge in-
vestment. But it also has crony-
ism, state protectionism and hid-
den debts at the local level. This
sounds like Japan in the 1980s. 

It may be that the Chinese
economy is different and the gov-
ernment will be able to more ac-
tively steer its businesses to
change. Or it may just eventually
become another Japan, stuck
with businesses that do not adapt
and do not discard cronyism in
order to become more open and
competitive. 

In retrospect, Mr. Crichton’s
1980s view failed to grasp an in-
creasingly competitive and glo-
bal world economy. Mr. Crichton
saw the tide coming in but never
looked to see what was below the
sea line. After all, it appears to be
one of those bumbling Western
businessmen who opened the
window on Olympus’s very odd
doings.
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ditional changes to its offering

document on Tues-
day, noting that it
completed a 2-for-1
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The company did
not raise the expect-

ed price of $16 to $18 a share for its
offering, despite considering such
a move because of strong investor
demand. 
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PULLING OUT G4S, the world’s
largest provider of security serv-
ices, has abandoned its roughly
$8.2 billion bid for a rival, ISS of
Denmark, after G4S shareholders
balked at the takeover plan.

In mid-October, G4S announced
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pay for the acquisition of ISS,
which is owned by EQT Partners
and Goldman Sachs. But G4S’s
shareholders were wary of the
deal. MARK SCOTT
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Judge Beryl A. How-
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the District of Co-

lumbia granted a permanent in-
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for 2SS Holdings, the maker of
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sided with the Justice Depart-
ment, which filed in May to block
the deal. KEVIN ROOSE
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Tuesday to buy the bulk of Bank-
Atlantic in a move to expand
BB&T’s footprint in the Southeast. 

BB&T, based in North Carolina,
will pay $301 million to acquire
roughly $2.1 billion in loans and
$3.3 billion in deposits from Bank-
Atlantic, making it one of the larg-
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day, MF Global’s lawyers played
down the missing money. Ken
Ziman, one of the lawyers, said in
the firm’s first hearing that banks
or clearinghouses had been slow
to produce the money.

“To the best knowledge of
management, there is no short-
fall,” Mr. Ziman said.

But regulators on Tuesday still
could not locate the customer
money, and the firm had not ac-
counted for it.

The downfall of MF Global, and
the growing federal investigation
into the missing money, threaten
to bruise Mr. Corzine’s reputa-
tion. After losing his bid for re-
election as New Jersey’s gover-
nor in 2009, ending a decade-long
run in politics, Mr. Corzine re-
turned to Wall Street, landing at
MF Global in March 2010.

In his new role, Mr. Corzine
sought to transform MF Global
from a sleepy brokerage firm into
a high-flying Wall Street pres-
ence reminiscent of his former
employer, Goldman Sachs. He
started buying debt from Italy,
Ireland and other troubled Euro-
pean nations at a discount. 

Amid the continuing sovereign
debt crisis, the holdings alarmed
investors and led to widespread
concerns about the health of MF
Global. By the last week of Octo-
ber, the stock was in free fall and
Mr. Corzine moved to strike a
deal to sell off all or part of the
firm. 

Early Monday, MF Global dis-
closed to regulators that it had
failed to segregate clients’ ac-
counts, breaking fundamental
Wall Street rules. The revelation
of missing money dashed a po-
tential deal and propelled the
company into Chapter 11 bank-
ruptcy.

While it is unclear where the
money went, some of the money
is expected to turn up as MF Glo-
bal sorts through the bankruptcy
process. Little, if any, money
trickled in on Tuesday, however,
according to two people briefed
on the matter, and roughly $600
million in unaccounted assets re-

mained. 
As of Tuesday night, regulators

were still at MF Global’s head-
quarters poring over the firm’s
books, according to people
briefed on the matter. They are,
in part, examining whether MF

Global used customer money to
satisfy demands from trading
partners that the firm produce
more cash to meet its financial
obligations. 

Exchanges, too, are increasing
the pressure on MF Global to
come up with the assets. 

CME, the giant exchange
where MF Global conducted
business until Monday, said it
was investigating the missing
money. With special permission

from regulators, CME was plan-
ning to take the unusual step of
transferring MF Global’s custom-
er accounts to other brokerages,
potentially without all of the
money, according to a person
briefed on the matter.

“While we are unable to de-
termine the precise scope of the
firm’s violation at this time, we
are investigating the circum-
stances of the firm’s failure,”
Craig Donohue, CME’s chief ex-
ecutive, said during the ex-
change’s earnings call on Tues-
day. 

“We recognize that yesterday
was a very difficult day for all
concerned,” Mr. Donohue added.
“As is nearly always the case in
matters like this, this is a very
fluid situation involving complex
legal, regulatory and bankruptcy
related issues.”

To keep the firm running dur-
ing the Chapter 11 proceedings,
lawyers for MF Global sought ap-
proval for several initial motions
in bankruptcy court on Tuesday.
The presiding judge, Martin
Glenn, agreed to let MF Global
use $8 million of its remaining
$26 million in cash for essential
operations, like salary for a skele-
ton staff. MF Global can use the
funds until Nov. 14, at which point
the firm would need additional
approval.

MF Global said it would try to
find extra cash in its operations
and raise money by liquidating
assets. Mr. Ziman said that the
firm was also searching for a
lender to provide bankruptcy fi-
nancing.

As part of the hearing, MF Glo-
bal also reached an agreement
with JPMorgan Chase, the firm’s
chief unsecured creditor, which
had laid claim to most of the
firm’s $26 million in cash. By let-
ting MF Global use some of the
money, JPMorgan argued, it was
being pressed into providing an
involuntary bankruptcy loan.

To assuage those fears, MF
Global agreed to cover some of
JPMorgan’s legal fees. 

“This is a lifeline for the en-
terprise,” Mr. Ziman said at the
hearing.

Federal Inquiry of MF Global Escalates
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counted assets remained.
As of Tuesday night, regulators were still 

at MF Global’s headquarters poring over the 
firm’s books, according to people briefed on the 
matter. They are, in part, examining whether 
MF Global used customer money to satisfy de-
mands from trading partners that the firm pro-
duce more cash to meet its financial obligations.

Exchanges, too, are increas-
ing the pressure on MF Global to 
come up with the assets.

CME, the giant exchange 
where MF Global conducted busi-
ness until Monday, said it was in-
vestigating the missing money. 
With special permission from reg-
ulators, CME was planning to take the unusual 
step of transferring MF Global’s customer ac-
counts to other brokerages, potentially without 
all of the money, according to a person briefed 
on the matter.

“While we are unable to determine the pre-
cise scope of the firm’s violation at this time, 
we are investigating the circumstances of the 
firm’s failure,” Craig Donohue, CME’s chief ex-
ecutive, said during the exchange’s earnings 
call on Tuesday.

“We recognize that yesterday was a very 
difficult day for all concerned,” Mr. Donohue 
added. “As is nearly always the case in matters 

like this, this is a very fluid situation involving 
complex legal, regulatory and bankruptcy re-
lated issues.”

To keep the firm running during the Chapter 
11 proceedings, lawyers for MF Global sought ap-
proval for several initial motions in bankruptcy 
court on Tuesday. The presiding judge, Martin 
Glenn, agreed to let MF Global use $8 million of 

its remaining $26 million in cash 
for essential operations, like sal-
ary for a skeleton staff. MF Global 
can use the funds until Nov. 14, at 
which point the firm would need 
additional approval.

MF Global said it would try to 
find extra cash in its operations 

and raise money by liquidating assets. Mr. Zi-
man said that the firm was also searching for a 
lender to provide bankruptcy financing.

As part of the hearing, MF Global also 
reached an agreement with JPMorgan Chase, 
the firm’s chief unsecured creditor, which had 
laid claim to most of the firm’s $26 million in 
cash. By letting MF Global use some of the mon-
ey, JPMorgan argued, it was being pressed into 
providing an involuntary bankruptcy loan.

To assuage those fears, MF Global agreed 
to cover some of JPMorgan’s legal fees.

“This is a lifeline for the enterprise,” Mr. Zi-
man said at the hearing. n
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By STEVEN M. DAVIDOFF

If there were any doubt re-
maining, the scandal surround-
ing the Olympus Corporation of
Japan has proved Michael Crich-

ton wrong. What
does the late Mr.
Crichton, the au-
thor of “Jurassic
Park” among other
books, have to do

with this, you may be asking? 
Mr. Crichton was responsible

for “Rising Sun,” the popular
book and movie that appeared in
the early 1990s when Japan was
today’s China, about to dominate
the world. In “Rising Sun,” Japa-
nese businessmen were por-
trayed as crafty, willing to do
anything to succeed against the
bumbling Americans. Japanese
were even stealing our women,
arranging for them to serve as
sushi platters at their decadent
parties (you have to see the mov-
ie to believe this one) . “Rising
Sun” and movies like “Gung Ho,”
which starred Michael Keaton
and involved the Japanese take-
over of an American auto plant,
created a perception that Japa-
nese businesses were going to
dominate the world. The Japa-
nese were consensus driven and
without the fractious disputes of
American capitalism.

Behind this model were the
keiretsu, in which Japanese cor-
porations had cross-sharehold-
ings in one another and cooperat-
ed to aid one another. Further
support came from the Japanese
government, which appeared to
direct their overall strategies and
investments. Against these
forces, Mr. Crichton pointed to
American doom. 

Flash forward to 2011 and it all
seems laughable. The Japanese
economy cratered almost imme-
diately after “Rising Sun” ap-
peared, and has been in recession
for almost two decades. 

It is here that Olympus, the
camera maker and medical imag-
ing company, and its scandal are
relevant. It brings to light the se-

vere failings of Japanese busi-
nesses, failures that were pa-
pered over by the 1980s boom
years. 

The Olympus case is disturb-
ing. It appears that Olympus paid
$687 million in advisory fees to an
unknown group of people for the
$1.9 billion purchase of the Gyrus
Group of Britain. 

Takeover advisory fees are
typically around 1 to 2 percent of
the transaction value, but this fee
was about 36 percent of the entire
purchase. Moreover, the money
went to a small, little-known bro-
kerage firm named Axes Amer-
ica, which then transferred some
of the fee to a newly created Cay-
man Island company. 

Both firms were shut down not
long after the payments were
made. In three other acquisitions,
Olympus paid $773 million for
companies that appeared to have
little strategic value, and wrote
down their value by 76 percent
only a year later. 

When the newly appointed
chief executive of Olympus, Mi-
chael C. Woodford, a Briton, de-
manded an investigation, he was
abruptly terminated by a unani-
mous vote of the Olympus board.
Mr. Woodford went public in air-
ing his concerns over these pay-
ments. In the wake of this disclo-
sure, Olympus stock has fallen by
half before recovering somewhat.
United States authorities are in-
vestigating. 

The Olympus scandal exposes
the all-too-cozy nature of Japa-
nese business that was subject to
so much praise in the 1980s. Japa-
nese corporations are dominated
by insiders, and companies are
often run for the benefit of these
insiders rather than shareholder
interests. Because of the keiretsu
and cross-holdings, shareholder
pressure and oversight have tra-
ditionally been minimal. Hostile
takeovers are almost nonexist-
ent, as is shareholder activism. 

Though there has been in-
creased government scrutiny of
business practices, Japanese reg-
ulators have been slow to force
changes. Boards were recently
required to have at least one in-
dependent director or an inde-
pendent auditor. The result is
that Japanese companies have on
average about one independent
director, according to the Tokyo

Stock Exchange. 
Independence, however, has

been loosely defined, and man-
agement too often still appoints
related parties. There is also a
systematic failure of Japanese
boards to question management.
The Olympus board ostensibly
had three independent directors,
yet none appeared to question

Mr. Woodford’s firing. 
This operational style — con-

sensus driven, government sup-
ported and rife with cronyism —
benefited Japan in the years after
World War II. Japan was one of
the fastest-growing economies in
the world. The Japanese model
worked well in a rising tide as
Japanese businesses took advan-
tage of their low-cost base and
globalization to reap easy gains
against way too comfortable

American corporations. Japanese
companies were given an able as-
sist by Japanese protectionism,
which provided a stable home
market. 

But Japanese business and its
economy have not made the ad-
justment to the globalized world.
The keiretsu have loosened ties
during the Japanese recession,
but the cronyism has remained.
American businesses, under
much more capitalistic and
shareholder pressure, also adapt-
ed and became more competitive. 

I would add that we might
want to pause and reflect on the
value of corporate governance
that is too often criticized in the
United States as meaningless
and burdensome. The active
takeover market and corporate
governance movement hastened
changes in the United States. 

There are two important les-
sons here. First, it remains to be
seen if the Olympus case be-
comes the shock that stirs Japa-
nese business to change. Only
last week, Daio Paper, the coun-
try’s largest maker of tissue
products, announced that it
would file a criminal complaint
against its former chairman, ac-
cusing him of illegally siphoning
off $140 million, some of it to his

own account and some to a Japa-
nese subsidiary of the Las Vegas
Sands. 

While Daio Paper is taking an
active stand, the fact that United
States authorities rather than
Japanese regulators appear to be
taking the lead in investigating
the Olympus transactions speaks
volumes. Without strong leader-
ship at the top or an inquisitorial
prosecutor like an Eliot Spitzer,
or a Ferdinand Pecora in the
1930s, meaningful reform is likely
to elude Japan. 

The men leading Japan do not
appear to appreciate the prob-
lem. Prime Minister Yoshihiko
Noda told The Financial Times in
an interview that “what worries
me is that it will be a problem if
people take the events at this one
Japanese company and general-
ize from that to say Japan is a
country that [does not follow] the
rules of capitalism.” 

The second lesson is one of fa-
miliarity. Right now, the dis-
course is about Chinese domina-
tion. The Chinese economy is
what economists term command
and control. The state directs in-
dustry and has profited greatly
by doing so. In the United States,
meanwhile, there is an outcry
over a relatively small loan guar-
antee to Solyndra, the solar com-
pany. 

China has clearly benefited
from its cheap labor and huge in-
vestment. But it also has crony-
ism, state protectionism and hid-
den debts at the local level. This
sounds like Japan in the 1980s. 

It may be that the Chinese
economy is different and the gov-
ernment will be able to more ac-
tively steer its businesses to
change. Or it may just eventually
become another Japan, stuck
with businesses that do not adapt
and do not discard cronyism in
order to become more open and
competitive. 

In retrospect, Mr. Crichton’s
1980s view failed to grasp an in-
creasingly competitive and glo-
bal world economy. Mr. Crichton
saw the tide coming in but never
looked to see what was below the
sea line. After all, it appears to be
one of those bumbling Western
businessmen who opened the
window on Olympus’s very odd
doings.
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drew Mason, below, disclosed ad-
ditional changes to its offering

document on Tues-
day, noting that it
completed a 2-for-1
split of its voting
common stock. 

The company did
not raise the expect-

ed price of $16 to $18 a share for its
offering, despite considering such
a move because of strong investor
demand. 

MICHAEL J. de la MERCED

PULLING OUT G4S, the world’s
largest provider of security serv-
ices, has abandoned its roughly
$8.2 billion bid for a rival, ISS of
Denmark, after G4S shareholders
balked at the takeover plan.

In mid-October, G4S announced
plans to raise £2 billion ($3.2 bil-
lion) in a rights offering to help
pay for the acquisition of ISS,
which is owned by EQT Partners
and Goldman Sachs. But G4S’s
shareholders were wary of the
deal. MARK SCOTT

TAKEOVER BLOCKED H&R Block’s
$287.5 million acquisition of a rival
tax preparation company has
been blocked after a federal judge
ruled that the deal would under-

mine competition.
On Monday,

Judge Beryl A. How-
ell of the Federal
District Court for
the District of Co-

lumbia granted a permanent in-
junction to stop H&R Block’s bid
for 2SS Holdings, the maker of
TaxACT software. Judge Howell
sided with the Justice Depart-
ment, which filed in May to block
the deal. KEVIN ROOSE

ASSET SALE BB&T agreed on
Tuesday to buy the bulk of Bank-
Atlantic in a move to expand
BB&T’s footprint in the Southeast. 

BB&T, based in North Carolina,
will pay $301 million to acquire
roughly $2.1 billion in loans and
$3.3 billion in deposits from Bank-
Atlantic, making it one of the larg-
est bank mergers this year. 
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day, MF Global’s lawyers played
down the missing money. Ken
Ziman, one of the lawyers, said in
the firm’s first hearing that banks
or clearinghouses had been slow
to produce the money.

“To the best knowledge of
management, there is no short-
fall,” Mr. Ziman said.

But regulators on Tuesday still
could not locate the customer
money, and the firm had not ac-
counted for it.

The downfall of MF Global, and
the growing federal investigation
into the missing money, threaten
to bruise Mr. Corzine’s reputa-
tion. After losing his bid for re-
election as New Jersey’s gover-
nor in 2009, ending a decade-long
run in politics, Mr. Corzine re-
turned to Wall Street, landing at
MF Global in March 2010.

In his new role, Mr. Corzine
sought to transform MF Global
from a sleepy brokerage firm into
a high-flying Wall Street pres-
ence reminiscent of his former
employer, Goldman Sachs. He
started buying debt from Italy,
Ireland and other troubled Euro-
pean nations at a discount. 

Amid the continuing sovereign
debt crisis, the holdings alarmed
investors and led to widespread
concerns about the health of MF
Global. By the last week of Octo-
ber, the stock was in free fall and
Mr. Corzine moved to strike a
deal to sell off all or part of the
firm. 

Early Monday, MF Global dis-
closed to regulators that it had
failed to segregate clients’ ac-
counts, breaking fundamental
Wall Street rules. The revelation
of missing money dashed a po-
tential deal and propelled the
company into Chapter 11 bank-
ruptcy.

While it is unclear where the
money went, some of the money
is expected to turn up as MF Glo-
bal sorts through the bankruptcy
process. Little, if any, money
trickled in on Tuesday, however,
according to two people briefed
on the matter, and roughly $600
million in unaccounted assets re-

mained. 
As of Tuesday night, regulators

were still at MF Global’s head-
quarters poring over the firm’s
books, according to people
briefed on the matter. They are,
in part, examining whether MF

Global used customer money to
satisfy demands from trading
partners that the firm produce
more cash to meet its financial
obligations. 

Exchanges, too, are increasing
the pressure on MF Global to
come up with the assets. 

CME, the giant exchange
where MF Global conducted
business until Monday, said it
was investigating the missing
money. With special permission

from regulators, CME was plan-
ning to take the unusual step of
transferring MF Global’s custom-
er accounts to other brokerages,
potentially without all of the
money, according to a person
briefed on the matter.

“While we are unable to de-
termine the precise scope of the
firm’s violation at this time, we
are investigating the circum-
stances of the firm’s failure,”
Craig Donohue, CME’s chief ex-
ecutive, said during the ex-
change’s earnings call on Tues-
day. 

“We recognize that yesterday
was a very difficult day for all
concerned,” Mr. Donohue added.
“As is nearly always the case in
matters like this, this is a very
fluid situation involving complex
legal, regulatory and bankruptcy
related issues.”

To keep the firm running dur-
ing the Chapter 11 proceedings,
lawyers for MF Global sought ap-
proval for several initial motions
in bankruptcy court on Tuesday.
The presiding judge, Martin
Glenn, agreed to let MF Global
use $8 million of its remaining
$26 million in cash for essential
operations, like salary for a skele-
ton staff. MF Global can use the
funds until Nov. 14, at which point
the firm would need additional
approval.

MF Global said it would try to
find extra cash in its operations
and raise money by liquidating
assets. Mr. Ziman said that the
firm was also searching for a
lender to provide bankruptcy fi-
nancing.

As part of the hearing, MF Glo-
bal also reached an agreement
with JPMorgan Chase, the firm’s
chief unsecured creditor, which
had laid claim to most of the
firm’s $26 million in cash. By let-
ting MF Global use some of the
money, JPMorgan argued, it was
being pressed into providing an
involuntary bankruptcy loan.

To assuage those fears, MF
Global agreed to cover some of
JPMorgan’s legal fees. 

“This is a lifeline for the en-
terprise,” Mr. Ziman said at the
hearing.
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You might not suppose that, af-
ter more than a thousand years,
there’s much room for improve-
ment in the noble guitar. Apart
from an electric spinoff about 80

years ago, it’s pretty
much always been
the same: a body, a
neck and six strings.

But music has tak-
en some interesting
turns in the last few

years. Video games like Guitar
Hero and Rock Band started an
international wave of new inter-
est in the guitar. Software like
GarageBand and Logic let musi-
cians record and edit music on
their computers. And YouTube
has made possible a new meritoc-
racy in music: if you’re talented,
you’ll get discovered. 

Into the intersection of these
trends comes a fascinating, one-
of-a-kind new instrument called
the You Rock guitar ($200) from
Inspired Instruments. 

Its solid plastic body is small
and not as heavy as wood, but

much more substantial than the
hollow plastic that most Guitar
Hero heroes are used to. 

You play real steel strings with
your right hand. But they’re only
six inches long; they don’t con-
tinue up the neck. Instead, your
left fingers, on the neck, press
what turn out to be only touch
sensors. 

So what does this accomplish?
In certain niches, this hybrid
does a better job than anything
that’s come before it. For exam-
ple:

PORTABILITY The sound from this
guitar doesn’t come from the
ringing of the strings; instead,
the strings are just triggers for
MIDI data. (MIDI, pronounced
“middy,” stands for Musical In-
strument Digital Interface; it’s a
standard communications lan-
guage for musical information.
Basically, it lets electronic instru-
ments talk to computers.)

As a result, this guitar can do
some neat tricks. For example,
you can pop the neck off for trav-
el — something you generally try
to avoid with regular guitars. 

You can plug the You Rock into
an amplifier, as with a real elec-
tric guitar. But you can also plug
in headphones or earbuds, a rare
feature indeed.

Since the You Rock can get its
power from four AA batteries, it’s
an incredibly portable and pri-
vate practice instrument. You can
play when you’re in a rowboat,
up in a tree, next to a sleeping
partner — all places where ordi-
nary electric guitars would fear
to tread. 

And you’re not just carrying
around one guitar; you’re carry-
ing 100. The You Rock is a full-
blown synthesizer. It can sound
like a gentle nylon-string acous-
tic, a rich 12-string folk guitar, a
screaming heavy-metal ax —

Acoustic, folk and
heavy metal, all from
one instrument.
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By JACK EWING
and STEVEN ERLANGER

FRANKFURT — The Group of
20 summit meeting in Cannes
was supposed to be a chance for
Europe and the event’s host,
President Nicolas Sarkozy of
France, to shine. Instead, the
two-day meeting is coming at an
extraordinarily dark time for the
Continent, with Europe in politi-
cal disarray, its economy tipping
into recession and the future of
the euro zone in doubt.

If anyone can afford to strut on
the beaches of the Côte d’Azur
during the meeting on Thursday
and Friday, it should be the fast-
growing developing countries,
especially China, but also India,
Russia and Brazil. The balance of
power has shifted so rapidly that
Europe is now asking them for
money, and they are in a stronger
position to push their views on
trade rules and other issues.

But the leaders of the big
emerging economic powers of the
world are not likely to be crow-
ing. Not only do they face vul-
nerabilities of their own, like wor-
risome levels of inflation in Chi-
na, but they also do not want to
see their best customers struggle
economically, especially when
another crucial outlet for their
exports — the United States — is
also suffering.

“China is going to be in a pretty
good position,” said Uri Dadush,
a senior associate at the Carnegie
Endowment for International
Peace in Washington. “But don’t
interpret that to mean that China
is happy with all this. China is
part of the world economy.”

That was the sentiment that 

Euro Crisis
Shifts Mood
For G-20

A FINAL VOTE

Greece’s prime minister emerged
from a meeting with European
leaders   pledging to hold a refer-
endum on a new European debt
deal by early December. Page A6.
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By DUFF WILSON

When a federal panel recently
recommended against prostate
cancer screening for most men,
it tried to steer clear of any sug-
gestions of commercial bias. 

All 16 members of the United
States Preventive Services Task
Force were vetted to ensure
they had no financial conflicts
that would prohibit them from
voting, according to the panel’s
vice chairman, Dr. Albert L. Siu.

But three other federal panels
that are quietly developing ma-
jor public health guidelines on
the leading causes of cardiovas-
cular disease — hypertension,

cholesterol and obesity — oper-
ate under less stringent ethics
recommendations. 

And one potential conflict af-
ter another has surfaced among
the members, with some receiv-
ing speakers’ fees from drug
companies, others consulting
for pay and others doing compa-
ny-financed research.

In all, about 20 of the three
panels’ members, including
some co-chairmen, have been
advised that they should not
vote on crucial issues as they
prepare to issue the health
guidelines next year — because
they are too closely connected

to industries with a keen in-
terest in the panels’ recommen-
dations. 

Nearly a decade ago, the work
of similar panels was so marred
by charges of industry bias that
the National Institutes of Health
extensively heightened the
scrutiny for individual panelists.
But the decline in federal financ-
ing for medical research contin-
ued to pose problems, leaving
many researchers to rely more
heavily on private industry sup-
port. Specific new rules have
been adopted to reduce the im-
pact of conflicts of interest on 
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By DAVID KOCIENIEWSKI

Warren E. Buffett, take note.
It is not just a few wealthy indi-
viduals paying unusually low
taxes to the federal govern-
ment. Corporate America is not
far behind. 

A comprehensive study re-
leased on Thursday found that
280 of the biggest publicly trad-
ed American companies faced
federal income tax bills equal to
18.5 percent of their profits dur-
ing the last three years — little
more than half the official cor-
porate rate of 35 percent and
lower than their competitors in
many industrialized countries.

Mr. Buffett, the billionaire in-
vestor, has said that the tax
code is unfair, allowing him to
pay just 17 percent in federal
taxes last year, about half the
percentage his secretary paid. 

The corporate study, pre-
pared by the left-leaning advo-
cacy group Citizens for Tax Jus-
tice, examined the regulatory
filings of the companies to com-
pute each year’s current federal
taxes. Some of the companies
disputed the findings, saying
that the study understated their
tax payments by omitting de-
ferred taxes that they may pay
in future years. 

Using information from the

companies’ own corporate fil-
ings, however, the study con-
cluded that a quarter of the 280
corporations owed less than 10
percent of profits in federal in-
come taxes and 30 companies
had no federal tax liability for
the entire three-year period. 

The report is being released
as corporations are pushing for
a cut in their official tax rate,
saying the current system puts
American companies at a disad-

vantage with competitors
abroad and encourages them to
shift jobs and investments over-
seas.

The Congressional super-
committee charged with cutting
the budget deficit is also consid-
ering proposals to revamp the
tax system, simplifying the cor-
porate structure and possibly
lowering corporate rates.

280 Big Public Firms Paid
Little U.S. Tax, Study Says

Some companies
disputed the study’s
findings. 

Continued on Page 11

This article is by Susanne Craig, Ben
Protess and Michael J. de la Merced.

A little before 2 a.m. on Monday, Jon S.
Corzine was in MF Global’s offices in
Midtown Manhattan, scrambling to cut a
deal to save his firm. Haggard from too
little sleep, at times pacing the hallways,
he at least had a handshake agreement
with one suitor for the firm. 

Then the chief executive was interrupt-
ed to handle a brief conversation that
would stop the deal talks cold: hundreds
of millions of dollars in customer funds,
he was told, could not be located.

Three hours later, the board of MF Glo-
bal, with no bidders or options left, voted
to file for bankruptcy, the largest failure
on Wall Street since Lehman Brothers in

2008. 
While the commodities and derivatives

brokerage firm fell apart with ferocious
speed, the collapse came after regulators
raised warning flags for more than four
months. They told MF Global it needed to
raise more capital, and they asked about
risky transactions involving European
debt. 

Yet Mr. Corzine resisted, lobbying to
persuade regulators that the firm did not

need to raise capital, according to people
briefed on the discussions. MF Global did
improve its capital position, but it was not
enough to save the firm. 

The details that have emerged about
MF Global’s final 72 hours — drawn from
dozens of interviews with people who
participated in the weekend discussions
or were directly briefed by people who
did — illustrate that three years after the
financial crisis, Wall Street executives
are still fighting regulators’ demands. 

It also shows that even when the
watchdogs sound the alarm, it is not nec-
essarily enough to save a firm. Now, mul-
tiple regulators and the Federal Bureau
of Investigation are examining the firm’s 
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Jon Corzine, second from right, held a morning meeting on the trading floor of MF Global’s Manhattan office last year.

A Collapse in Spite of Regulators
Many Alarms Rang
Before MF Global

Crashed Into Ruins
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You might not suppose that, af-
ter more than a thousand years,
there’s much room for improve-
ment in the noble guitar. Apart
from an electric spinoff about 80

years ago, it’s pretty
much always been
the same: a body, a
neck and six strings.

But music has tak-
en some interesting
turns in the last few

years. Video games like Guitar
Hero and Rock Band started an
international wave of new inter-
est in the guitar. Software like
GarageBand and Logic let musi-
cians record and edit music on
their computers. And YouTube
has made possible a new meritoc-
racy in music: if you’re talented,
you’ll get discovered. 

Into the intersection of these
trends comes a fascinating, one-
of-a-kind new instrument called
the You Rock guitar ($200) from
Inspired Instruments. 

Its solid plastic body is small
and not as heavy as wood, but

much more substantial than the
hollow plastic that most Guitar
Hero heroes are used to. 

You play real steel strings with
your right hand. But they’re only
six inches long; they don’t con-
tinue up the neck. Instead, your
left fingers, on the neck, press
what turn out to be only touch
sensors. 

So what does this accomplish?
In certain niches, this hybrid
does a better job than anything
that’s come before it. For exam-
ple:

PORTABILITY The sound from this
guitar doesn’t come from the
ringing of the strings; instead,
the strings are just triggers for
MIDI data. (MIDI, pronounced
“middy,” stands for Musical In-
strument Digital Interface; it’s a
standard communications lan-
guage for musical information.
Basically, it lets electronic instru-
ments talk to computers.)

As a result, this guitar can do
some neat tricks. For example,
you can pop the neck off for trav-
el — something you generally try
to avoid with regular guitars. 

You can plug the You Rock into
an amplifier, as with a real elec-
tric guitar. But you can also plug
in headphones or earbuds, a rare
feature indeed.

Since the You Rock can get its
power from four AA batteries, it’s
an incredibly portable and pri-
vate practice instrument. You can
play when you’re in a rowboat,
up in a tree, next to a sleeping
partner — all places where ordi-
nary electric guitars would fear
to tread. 

And you’re not just carrying
around one guitar; you’re carry-
ing 100. The You Rock is a full-
blown synthesizer. It can sound
like a gentle nylon-string acous-
tic, a rich 12-string folk guitar, a
screaming heavy-metal ax —

Acoustic, folk and
heavy metal, all from
one instrument.
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FRANKFURT — The Group of
20 summit meeting in Cannes
was supposed to be a chance for
Europe and the event’s host,
President Nicolas Sarkozy of
France, to shine. Instead, the
two-day meeting is coming at an
extraordinarily dark time for the
Continent, with Europe in politi-
cal disarray, its economy tipping
into recession and the future of
the euro zone in doubt.

If anyone can afford to strut on
the beaches of the Côte d’Azur
during the meeting on Thursday
and Friday, it should be the fast-
growing developing countries,
especially China, but also India,
Russia and Brazil. The balance of
power has shifted so rapidly that
Europe is now asking them for
money, and they are in a stronger
position to push their views on
trade rules and other issues.

But the leaders of the big
emerging economic powers of the
world are not likely to be crow-
ing. Not only do they face vul-
nerabilities of their own, like wor-
risome levels of inflation in Chi-
na, but they also do not want to
see their best customers struggle
economically, especially when
another crucial outlet for their
exports — the United States — is
also suffering.

“China is going to be in a pretty
good position,” said Uri Dadush,
a senior associate at the Carnegie
Endowment for International
Peace in Washington. “But don’t
interpret that to mean that China
is happy with all this. China is
part of the world economy.”

That was the sentiment that 

Euro Crisis
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For G-20
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Greece’s prime minister emerged
from a meeting with European
leaders   pledging to hold a refer-
endum on a new European debt
deal by early December. Page A6.
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When a federal panel recently
recommended against prostate
cancer screening for most men,
it tried to steer clear of any sug-
gestions of commercial bias. 

All 16 members of the United
States Preventive Services Task
Force were vetted to ensure
they had no financial conflicts
that would prohibit them from
voting, according to the panel’s
vice chairman, Dr. Albert L. Siu.

But three other federal panels
that are quietly developing ma-
jor public health guidelines on
the leading causes of cardiovas-
cular disease — hypertension,

cholesterol and obesity — oper-
ate under less stringent ethics
recommendations. 

And one potential conflict af-
ter another has surfaced among
the members, with some receiv-
ing speakers’ fees from drug
companies, others consulting
for pay and others doing compa-
ny-financed research.

In all, about 20 of the three
panels’ members, including
some co-chairmen, have been
advised that they should not
vote on crucial issues as they
prepare to issue the health
guidelines next year — because
they are too closely connected

to industries with a keen in-
terest in the panels’ recommen-
dations. 

Nearly a decade ago, the work
of similar panels was so marred
by charges of industry bias that
the National Institutes of Health
extensively heightened the
scrutiny for individual panelists.
But the decline in federal financ-
ing for medical research contin-
ued to pose problems, leaving
many researchers to rely more
heavily on private industry sup-
port. Specific new rules have
been adopted to reduce the im-
pact of conflicts of interest on 
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It is not just a few wealthy indi-
viduals paying unusually low
taxes to the federal govern-
ment. Corporate America is not
far behind. 

A comprehensive study re-
leased on Thursday found that
280 of the biggest publicly trad-
ed American companies faced
federal income tax bills equal to
18.5 percent of their profits dur-
ing the last three years — little
more than half the official cor-
porate rate of 35 percent and
lower than their competitors in
many industrialized countries.

Mr. Buffett, the billionaire in-
vestor, has said that the tax
code is unfair, allowing him to
pay just 17 percent in federal
taxes last year, about half the
percentage his secretary paid. 

The corporate study, pre-
pared by the left-leaning advo-
cacy group Citizens for Tax Jus-
tice, examined the regulatory
filings of the companies to com-
pute each year’s current federal
taxes. Some of the companies
disputed the findings, saying
that the study understated their
tax payments by omitting de-
ferred taxes that they may pay
in future years. 

Using information from the

companies’ own corporate fil-
ings, however, the study con-
cluded that a quarter of the 280
corporations owed less than 10
percent of profits in federal in-
come taxes and 30 companies
had no federal tax liability for
the entire three-year period. 

The report is being released
as corporations are pushing for
a cut in their official tax rate,
saying the current system puts
American companies at a disad-

vantage with competitors
abroad and encourages them to
shift jobs and investments over-
seas.

The Congressional super-
committee charged with cutting
the budget deficit is also consid-
ering proposals to revamp the
tax system, simplifying the cor-
porate structure and possibly
lowering corporate rates.

280 Big Public Firms Paid
Little U.S. Tax, Study Says
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disputed the study’s
findings. 
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Midtown Manhattan, scrambling to cut a
deal to save his firm. Haggard from too
little sleep, at times pacing the hallways,
he at least had a handshake agreement
with one suitor for the firm. 

Then the chief executive was interrupt-
ed to handle a brief conversation that
would stop the deal talks cold: hundreds
of millions of dollars in customer funds,
he was told, could not be located.

Three hours later, the board of MF Glo-
bal, with no bidders or options left, voted
to file for bankruptcy, the largest failure
on Wall Street since Lehman Brothers in

2008. 
While the commodities and derivatives

brokerage firm fell apart with ferocious
speed, the collapse came after regulators
raised warning flags for more than four
months. They told MF Global it needed to
raise more capital, and they asked about
risky transactions involving European
debt. 

Yet Mr. Corzine resisted, lobbying to
persuade regulators that the firm did not

need to raise capital, according to people
briefed on the discussions. MF Global did
improve its capital position, but it was not
enough to save the firm. 

The details that have emerged about
MF Global’s final 72 hours — drawn from
dozens of interviews with people who
participated in the weekend discussions
or were directly briefed by people who
did — illustrate that three years after the
financial crisis, Wall Street executives
are still fighting regulators’ demands. 

It also shows that even when the
watchdogs sound the alarm, it is not nec-
essarily enough to save a firm. Now, mul-
tiple regulators and the Federal Bureau
of Investigation are examining the firm’s 
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from an electric spinoff about 80
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much always been
the same: a body, a
neck and six strings.

But music has tak-
en some interesting
turns in the last few

years. Video games like Guitar
Hero and Rock Band started an
international wave of new inter-
est in the guitar. Software like
GarageBand and Logic let musi-
cians record and edit music on
their computers. And YouTube
has made possible a new meritoc-
racy in music: if you’re talented,
you’ll get discovered. 

Into the intersection of these
trends comes a fascinating, one-
of-a-kind new instrument called
the You Rock guitar ($200) from
Inspired Instruments. 

Its solid plastic body is small
and not as heavy as wood, but

much more substantial than the
hollow plastic that most Guitar
Hero heroes are used to. 

You play real steel strings with
your right hand. But they’re only
six inches long; they don’t con-
tinue up the neck. Instead, your
left fingers, on the neck, press
what turn out to be only touch
sensors. 

So what does this accomplish?
In certain niches, this hybrid
does a better job than anything
that’s come before it. For exam-
ple:

PORTABILITY The sound from this
guitar doesn’t come from the
ringing of the strings; instead,
the strings are just triggers for
MIDI data. (MIDI, pronounced
“middy,” stands for Musical In-
strument Digital Interface; it’s a
standard communications lan-
guage for musical information.
Basically, it lets electronic instru-
ments talk to computers.)

As a result, this guitar can do
some neat tricks. For example,
you can pop the neck off for trav-
el — something you generally try
to avoid with regular guitars. 

You can plug the You Rock into
an amplifier, as with a real elec-
tric guitar. But you can also plug
in headphones or earbuds, a rare
feature indeed.

Since the You Rock can get its
power from four AA batteries, it’s
an incredibly portable and pri-
vate practice instrument. You can
play when you’re in a rowboat,
up in a tree, next to a sleeping
partner — all places where ordi-
nary electric guitars would fear
to tread. 

And you’re not just carrying
around one guitar; you’re carry-
ing 100. The You Rock is a full-
blown synthesizer. It can sound
like a gentle nylon-string acous-
tic, a rich 12-string folk guitar, a
screaming heavy-metal ax —

Acoustic, folk and
heavy metal, all from
one instrument.

DAVID
POGUE 
STATE

OF THE ART 

Continued on Page 10

STUART GOLDENBERG

Rocking
Like Clapton,
On Batteries

S.& P. 500 1,237.90 U 19.62

Dow industrials 11,836.04 U 178.08

Nasdaq composite 2,639.98 U 33.02

10-yr. Treasury yield 1.99% 0.00

The euro $1.3733 U 0.0041

Sony’s results are hurt by flooding,
a strong yen and poor sales. 2

Mexico tries candid cameras to
promote tourism. 3

Pages 14-19

Islanders and Ink
A tattoo parlor pops up
at Nassau Coliseum. 14

SportsThursdayPersonal Tech
Mobile Winners
Experts of all ages pick the
games they most like to
download and play. 8

By JACK EWING
and STEVEN ERLANGER

FRANKFURT — The Group of
20 summit meeting in Cannes
was supposed to be a chance for
Europe and the event’s host,
President Nicolas Sarkozy of
France, to shine. Instead, the
two-day meeting is coming at an
extraordinarily dark time for the
Continent, with Europe in politi-
cal disarray, its economy tipping
into recession and the future of
the euro zone in doubt.

If anyone can afford to strut on
the beaches of the Côte d’Azur
during the meeting on Thursday
and Friday, it should be the fast-
growing developing countries,
especially China, but also India,
Russia and Brazil. The balance of
power has shifted so rapidly that
Europe is now asking them for
money, and they are in a stronger
position to push their views on
trade rules and other issues.

But the leaders of the big
emerging economic powers of the
world are not likely to be crow-
ing. Not only do they face vul-
nerabilities of their own, like wor-
risome levels of inflation in Chi-
na, but they also do not want to
see their best customers struggle
economically, especially when
another crucial outlet for their
exports — the United States — is
also suffering.

“China is going to be in a pretty
good position,” said Uri Dadush,
a senior associate at the Carnegie
Endowment for International
Peace in Washington. “But don’t
interpret that to mean that China
is happy with all this. China is
part of the world economy.”

That was the sentiment that 
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All 16 members of the United
States Preventive Services Task
Force were vetted to ensure
they had no financial conflicts
that would prohibit them from
voting, according to the panel’s
vice chairman, Dr. Albert L. Siu.
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cular disease — hypertension,
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And one potential conflict af-
ter another has surfaced among
the members, with some receiv-
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companies, others consulting
for pay and others doing compa-
ny-financed research.

In all, about 20 of the three
panels’ members, including
some co-chairmen, have been
advised that they should not
vote on crucial issues as they
prepare to issue the health
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they are too closely connected

to industries with a keen in-
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Nearly a decade ago, the work
of similar panels was so marred
by charges of industry bias that
the National Institutes of Health
extensively heightened the
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ing the last three years — little
more than half the official cor-
porate rate of 35 percent and
lower than their competitors in
many industrialized countries.

Mr. Buffett, the billionaire in-
vestor, has said that the tax
code is unfair, allowing him to
pay just 17 percent in federal
taxes last year, about half the
percentage his secretary paid. 

The corporate study, pre-
pared by the left-leaning advo-
cacy group Citizens for Tax Jus-
tice, examined the regulatory
filings of the companies to com-
pute each year’s current federal
taxes. Some of the companies
disputed the findings, saying
that the study understated their
tax payments by omitting de-
ferred taxes that they may pay
in future years. 

Using information from the

companies’ own corporate fil-
ings, however, the study con-
cluded that a quarter of the 280
corporations owed less than 10
percent of profits in federal in-
come taxes and 30 companies
had no federal tax liability for
the entire three-year period. 

The report is being released
as corporations are pushing for
a cut in their official tax rate,
saying the current system puts
American companies at a disad-

vantage with competitors
abroad and encourages them to
shift jobs and investments over-
seas.

The Congressional super-
committee charged with cutting
the budget deficit is also consid-
ering proposals to revamp the
tax system, simplifying the cor-
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bal, with no bidders or options left, voted
to file for bankruptcy, the largest failure
on Wall Street since Lehman Brothers in

2008. 
While the commodities and derivatives

brokerage firm fell apart with ferocious
speed, the collapse came after regulators
raised warning flags for more than four
months. They told MF Global it needed to
raise more capital, and they asked about
risky transactions involving European
debt. 

Yet Mr. Corzine resisted, lobbying to
persuade regulators that the firm did not

need to raise capital, according to people
briefed on the discussions. MF Global did
improve its capital position, but it was not
enough to save the firm. 

The details that have emerged about
MF Global’s final 72 hours — drawn from
dozens of interviews with people who
participated in the weekend discussions
or were directly briefed by people who
did — illustrate that three years after the
financial crisis, Wall Street executives
are still fighting regulators’ demands. 

It also shows that even when the
watchdogs sound the alarm, it is not nec-
essarily enough to save a firm. Now, mul-
tiple regulators and the Federal Bureau
of Investigation are examining the firm’s 
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Jon Corzine, second from right, held a morning meeting on the trading floor of MF Global’s Manhattan office last year.
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You might not suppose that, af-
ter more than a thousand years,
there’s much room for improve-
ment in the noble guitar. Apart
from an electric spinoff about 80

years ago, it’s pretty
much always been
the same: a body, a
neck and six strings.

But music has tak-
en some interesting
turns in the last few

years. Video games like Guitar
Hero and Rock Band started an
international wave of new inter-
est in the guitar. Software like
GarageBand and Logic let musi-
cians record and edit music on
their computers. And YouTube
has made possible a new meritoc-
racy in music: if you’re talented,
you’ll get discovered. 

Into the intersection of these
trends comes a fascinating, one-
of-a-kind new instrument called
the You Rock guitar ($200) from
Inspired Instruments. 

Its solid plastic body is small
and not as heavy as wood, but

much more substantial than the
hollow plastic that most Guitar
Hero heroes are used to. 

You play real steel strings with
your right hand. But they’re only
six inches long; they don’t con-
tinue up the neck. Instead, your
left fingers, on the neck, press
what turn out to be only touch
sensors. 

So what does this accomplish?
In certain niches, this hybrid
does a better job than anything
that’s come before it. For exam-
ple:

PORTABILITY The sound from this
guitar doesn’t come from the
ringing of the strings; instead,
the strings are just triggers for
MIDI data. (MIDI, pronounced
“middy,” stands for Musical In-
strument Digital Interface; it’s a
standard communications lan-
guage for musical information.
Basically, it lets electronic instru-
ments talk to computers.)

As a result, this guitar can do
some neat tricks. For example,
you can pop the neck off for trav-
el — something you generally try
to avoid with regular guitars. 

You can plug the You Rock into
an amplifier, as with a real elec-
tric guitar. But you can also plug
in headphones or earbuds, a rare
feature indeed.

Since the You Rock can get its
power from four AA batteries, it’s
an incredibly portable and pri-
vate practice instrument. You can
play when you’re in a rowboat,
up in a tree, next to a sleeping
partner — all places where ordi-
nary electric guitars would fear
to tread. 

And you’re not just carrying
around one guitar; you’re carry-
ing 100. The You Rock is a full-
blown synthesizer. It can sound
like a gentle nylon-string acous-
tic, a rich 12-string folk guitar, a
screaming heavy-metal ax —

Acoustic, folk and
heavy metal, all from
one instrument.
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By JACK EWING
and STEVEN ERLANGER

FRANKFURT — The Group of
20 summit meeting in Cannes
was supposed to be a chance for
Europe and the event’s host,
President Nicolas Sarkozy of
France, to shine. Instead, the
two-day meeting is coming at an
extraordinarily dark time for the
Continent, with Europe in politi-
cal disarray, its economy tipping
into recession and the future of
the euro zone in doubt.

If anyone can afford to strut on
the beaches of the Côte d’Azur
during the meeting on Thursday
and Friday, it should be the fast-
growing developing countries,
especially China, but also India,
Russia and Brazil. The balance of
power has shifted so rapidly that
Europe is now asking them for
money, and they are in a stronger
position to push their views on
trade rules and other issues.

But the leaders of the big
emerging economic powers of the
world are not likely to be crow-
ing. Not only do they face vul-
nerabilities of their own, like wor-
risome levels of inflation in Chi-
na, but they also do not want to
see their best customers struggle
economically, especially when
another crucial outlet for their
exports — the United States — is
also suffering.

“China is going to be in a pretty
good position,” said Uri Dadush,
a senior associate at the Carnegie
Endowment for International
Peace in Washington. “But don’t
interpret that to mean that China
is happy with all this. China is
part of the world economy.”

That was the sentiment that 

Euro Crisis
Shifts Mood
For G-20

A FINAL VOTE

Greece’s prime minister emerged
from a meeting with European
leaders   pledging to hold a refer-
endum on a new European debt
deal by early December. Page A6.
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By DUFF WILSON

When a federal panel recently
recommended against prostate
cancer screening for most men,
it tried to steer clear of any sug-
gestions of commercial bias. 

All 16 members of the United
States Preventive Services Task
Force were vetted to ensure
they had no financial conflicts
that would prohibit them from
voting, according to the panel’s
vice chairman, Dr. Albert L. Siu.

But three other federal panels
that are quietly developing ma-
jor public health guidelines on
the leading causes of cardiovas-
cular disease — hypertension,

cholesterol and obesity — oper-
ate under less stringent ethics
recommendations. 

And one potential conflict af-
ter another has surfaced among
the members, with some receiv-
ing speakers’ fees from drug
companies, others consulting
for pay and others doing compa-
ny-financed research.

In all, about 20 of the three
panels’ members, including
some co-chairmen, have been
advised that they should not
vote on crucial issues as they
prepare to issue the health
guidelines next year — because
they are too closely connected

to industries with a keen in-
terest in the panels’ recommen-
dations. 

Nearly a decade ago, the work
of similar panels was so marred
by charges of industry bias that
the National Institutes of Health
extensively heightened the
scrutiny for individual panelists.
But the decline in federal financ-
ing for medical research contin-
ued to pose problems, leaving
many researchers to rely more
heavily on private industry sup-
port. Specific new rules have
been adopted to reduce the im-
pact of conflicts of interest on 
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Conflicts on Health Guideline Panels

Federal groups
are developing
recommenda-
tions for the
treatment of
hypertension,
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By DAVID KOCIENIEWSKI

Warren E. Buffett, take note.
It is not just a few wealthy indi-
viduals paying unusually low
taxes to the federal govern-
ment. Corporate America is not
far behind. 

A comprehensive study re-
leased on Thursday found that
280 of the biggest publicly trad-
ed American companies faced
federal income tax bills equal to
18.5 percent of their profits dur-
ing the last three years — little
more than half the official cor-
porate rate of 35 percent and
lower than their competitors in
many industrialized countries.

Mr. Buffett, the billionaire in-
vestor, has said that the tax
code is unfair, allowing him to
pay just 17 percent in federal
taxes last year, about half the
percentage his secretary paid. 

The corporate study, pre-
pared by the left-leaning advo-
cacy group Citizens for Tax Jus-
tice, examined the regulatory
filings of the companies to com-
pute each year’s current federal
taxes. Some of the companies
disputed the findings, saying
that the study understated their
tax payments by omitting de-
ferred taxes that they may pay
in future years. 

Using information from the

companies’ own corporate fil-
ings, however, the study con-
cluded that a quarter of the 280
corporations owed less than 10
percent of profits in federal in-
come taxes and 30 companies
had no federal tax liability for
the entire three-year period. 

The report is being released
as corporations are pushing for
a cut in their official tax rate,
saying the current system puts
American companies at a disad-

vantage with competitors
abroad and encourages them to
shift jobs and investments over-
seas.

The Congressional super-
committee charged with cutting
the budget deficit is also consid-
ering proposals to revamp the
tax system, simplifying the cor-
porate structure and possibly
lowering corporate rates.

280 Big Public Firms Paid
Little U.S. Tax, Study Says

Some companies
disputed the study’s
findings. 
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Yet Mr. Corzine resisted, lobbying to
persuade regulators that the firm did not

need to raise capital, according to people
briefed on the discussions. MF Global did
improve its capital position, but it was not
enough to save the firm. 

The details that have emerged about
MF Global’s final 72 hours — drawn from
dozens of interviews with people who
participated in the weekend discussions
or were directly briefed by people who
did — illustrate that three years after the
financial crisis, Wall Street executives
are still fighting regulators’ demands. 

It also shows that even when the
watchdogs sound the alarm, it is not nec-
essarily enough to save a firm. Now, mul-
tiple regulators and the Federal Bureau
of Investigation are examining the firm’s 
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el — something you generally try
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You can plug the You Rock into
an amplifier, as with a real elec-
tric guitar. But you can also plug
in headphones or earbuds, a rare
feature indeed.

Since the You Rock can get its
power from four AA batteries, it’s
an incredibly portable and pri-
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play when you’re in a rowboat,
up in a tree, next to a sleeping
partner — all places where ordi-
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pact of conflicts of interest on 
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Conflicts on Health Guideline Panels

Federal groups
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recommenda-
tions for the
treatment of
hypertension,
cholesterol and
obesity.
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By DAVID KOCIENIEWSKI

Warren E. Buffett, take note.
It is not just a few wealthy indi-
viduals paying unusually low
taxes to the federal govern-
ment. Corporate America is not
far behind. 

A comprehensive study re-
leased on Thursday found that
280 of the biggest publicly trad-
ed American companies faced
federal income tax bills equal to
18.5 percent of their profits dur-
ing the last three years — little
more than half the official cor-
porate rate of 35 percent and
lower than their competitors in
many industrialized countries.

Mr. Buffett, the billionaire in-
vestor, has said that the tax
code is unfair, allowing him to
pay just 17 percent in federal
taxes last year, about half the
percentage his secretary paid. 

The corporate study, pre-
pared by the left-leaning advo-
cacy group Citizens for Tax Jus-
tice, examined the regulatory
filings of the companies to com-
pute each year’s current federal
taxes. Some of the companies
disputed the findings, saying
that the study understated their
tax payments by omitting de-
ferred taxes that they may pay
in future years. 

Using information from the

companies’ own corporate fil-
ings, however, the study con-
cluded that a quarter of the 280
corporations owed less than 10
percent of profits in federal in-
come taxes and 30 companies
had no federal tax liability for
the entire three-year period. 

The report is being released
as corporations are pushing for
a cut in their official tax rate,
saying the current system puts
American companies at a disad-

vantage with competitors
abroad and encourages them to
shift jobs and investments over-
seas.

The Congressional super-
committee charged with cutting
the budget deficit is also consid-
ering proposals to revamp the
tax system, simplifying the cor-
porate structure and possibly
lowering corporate rates.

280 Big Public Firms Paid
Little U.S. Tax, Study Says

Some companies
disputed the study’s
findings. 

Continued on Page 11

This article is by Susanne Craig, Ben
Protess and Michael J. de la Merced.

A little before 2 a.m. on Monday, Jon S.
Corzine was in MF Global’s offices in
Midtown Manhattan, scrambling to cut a
deal to save his firm. Haggard from too
little sleep, at times pacing the hallways,
he at least had a handshake agreement
with one suitor for the firm. 

Then the chief executive was interrupt-
ed to handle a brief conversation that
would stop the deal talks cold: hundreds
of millions of dollars in customer funds,
he was told, could not be located.

Three hours later, the board of MF Glo-
bal, with no bidders or options left, voted
to file for bankruptcy, the largest failure
on Wall Street since Lehman Brothers in

2008. 
While the commodities and derivatives

brokerage firm fell apart with ferocious
speed, the collapse came after regulators
raised warning flags for more than four
months. They told MF Global it needed to
raise more capital, and they asked about
risky transactions involving European
debt. 

Yet Mr. Corzine resisted, lobbying to
persuade regulators that the firm did not

need to raise capital, according to people
briefed on the discussions. MF Global did
improve its capital position, but it was not
enough to save the firm. 

The details that have emerged about
MF Global’s final 72 hours — drawn from
dozens of interviews with people who
participated in the weekend discussions
or were directly briefed by people who
did — illustrate that three years after the
financial crisis, Wall Street executives
are still fighting regulators’ demands. 

It also shows that even when the
watchdogs sound the alarm, it is not nec-
essarily enough to save a firm. Now, mul-
tiple regulators and the Federal Bureau
of Investigation are examining the firm’s 
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Jon Corzine, second from right, held a morning meeting on the trading floor of MF Global’s Manhattan office last year.
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You might not suppose that, af-
ter more than a thousand years,
there’s much room for improve-
ment in the noble guitar. Apart
from an electric spinoff about 80

years ago, it’s pretty
much always been
the same: a body, a
neck and six strings.

But music has tak-
en some interesting
turns in the last few

years. Video games like Guitar
Hero and Rock Band started an
international wave of new inter-
est in the guitar. Software like
GarageBand and Logic let musi-
cians record and edit music on
their computers. And YouTube
has made possible a new meritoc-
racy in music: if you’re talented,
you’ll get discovered. 

Into the intersection of these
trends comes a fascinating, one-
of-a-kind new instrument called
the You Rock guitar ($200) from
Inspired Instruments. 

Its solid plastic body is small
and not as heavy as wood, but

much more substantial than the
hollow plastic that most Guitar
Hero heroes are used to. 

You play real steel strings with
your right hand. But they’re only
six inches long; they don’t con-
tinue up the neck. Instead, your
left fingers, on the neck, press
what turn out to be only touch
sensors. 

So what does this accomplish?
In certain niches, this hybrid
does a better job than anything
that’s come before it. For exam-
ple:

PORTABILITY The sound from this
guitar doesn’t come from the
ringing of the strings; instead,
the strings are just triggers for
MIDI data. (MIDI, pronounced
“middy,” stands for Musical In-
strument Digital Interface; it’s a
standard communications lan-
guage for musical information.
Basically, it lets electronic instru-
ments talk to computers.)

As a result, this guitar can do
some neat tricks. For example,
you can pop the neck off for trav-
el — something you generally try
to avoid with regular guitars. 

You can plug the You Rock into
an amplifier, as with a real elec-
tric guitar. But you can also plug
in headphones or earbuds, a rare
feature indeed.

Since the You Rock can get its
power from four AA batteries, it’s
an incredibly portable and pri-
vate practice instrument. You can
play when you’re in a rowboat,
up in a tree, next to a sleeping
partner — all places where ordi-
nary electric guitars would fear
to tread. 

And you’re not just carrying
around one guitar; you’re carry-
ing 100. The You Rock is a full-
blown synthesizer. It can sound
like a gentle nylon-string acous-
tic, a rich 12-string folk guitar, a
screaming heavy-metal ax —

Acoustic, folk and
heavy metal, all from
one instrument.

DAVID
POGUE 
STATE

OF THE ART 
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By JACK EWING
and STEVEN ERLANGER

FRANKFURT — The Group of
20 summit meeting in Cannes
was supposed to be a chance for
Europe and the event’s host,
President Nicolas Sarkozy of
France, to shine. Instead, the
two-day meeting is coming at an
extraordinarily dark time for the
Continent, with Europe in politi-
cal disarray, its economy tipping
into recession and the future of
the euro zone in doubt.

If anyone can afford to strut on
the beaches of the Côte d’Azur
during the meeting on Thursday
and Friday, it should be the fast-
growing developing countries,
especially China, but also India,
Russia and Brazil. The balance of
power has shifted so rapidly that
Europe is now asking them for
money, and they are in a stronger
position to push their views on
trade rules and other issues.

But the leaders of the big
emerging economic powers of the
world are not likely to be crow-
ing. Not only do they face vul-
nerabilities of their own, like wor-
risome levels of inflation in Chi-
na, but they also do not want to
see their best customers struggle
economically, especially when
another crucial outlet for their
exports — the United States — is
also suffering.

“China is going to be in a pretty
good position,” said Uri Dadush,
a senior associate at the Carnegie
Endowment for International
Peace in Washington. “But don’t
interpret that to mean that China
is happy with all this. China is
part of the world economy.”

That was the sentiment that 

Euro Crisis
Shifts Mood
For G-20

A FINAL VOTE

Greece’s prime minister emerged
from a meeting with European
leaders   pledging to hold a refer-
endum on a new European debt
deal by early December. Page A6.

Continued on Page 12

By DUFF WILSON

When a federal panel recently
recommended against prostate
cancer screening for most men,
it tried to steer clear of any sug-
gestions of commercial bias. 

All 16 members of the United
States Preventive Services Task
Force were vetted to ensure
they had no financial conflicts
that would prohibit them from
voting, according to the panel’s
vice chairman, Dr. Albert L. Siu.

But three other federal panels
that are quietly developing ma-
jor public health guidelines on
the leading causes of cardiovas-
cular disease — hypertension,

cholesterol and obesity — oper-
ate under less stringent ethics
recommendations. 

And one potential conflict af-
ter another has surfaced among
the members, with some receiv-
ing speakers’ fees from drug
companies, others consulting
for pay and others doing compa-
ny-financed research.

In all, about 20 of the three
panels’ members, including
some co-chairmen, have been
advised that they should not
vote on crucial issues as they
prepare to issue the health
guidelines next year — because
they are too closely connected

to industries with a keen in-
terest in the panels’ recommen-
dations. 

Nearly a decade ago, the work
of similar panels was so marred
by charges of industry bias that
the National Institutes of Health
extensively heightened the
scrutiny for individual panelists.
But the decline in federal financ-
ing for medical research contin-
ued to pose problems, leaving
many researchers to rely more
heavily on private industry sup-
port. Specific new rules have
been adopted to reduce the im-
pact of conflicts of interest on 
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By DAVID KOCIENIEWSKI

Warren E. Buffett, take note.
It is not just a few wealthy indi-
viduals paying unusually low
taxes to the federal govern-
ment. Corporate America is not
far behind. 

A comprehensive study re-
leased on Thursday found that
280 of the biggest publicly trad-
ed American companies faced
federal income tax bills equal to
18.5 percent of their profits dur-
ing the last three years — little
more than half the official cor-
porate rate of 35 percent and
lower than their competitors in
many industrialized countries.

Mr. Buffett, the billionaire in-
vestor, has said that the tax
code is unfair, allowing him to
pay just 17 percent in federal
taxes last year, about half the
percentage his secretary paid. 

The corporate study, pre-
pared by the left-leaning advo-
cacy group Citizens for Tax Jus-
tice, examined the regulatory
filings of the companies to com-
pute each year’s current federal
taxes. Some of the companies
disputed the findings, saying
that the study understated their
tax payments by omitting de-
ferred taxes that they may pay
in future years. 

Using information from the

companies’ own corporate fil-
ings, however, the study con-
cluded that a quarter of the 280
corporations owed less than 10
percent of profits in federal in-
come taxes and 30 companies
had no federal tax liability for
the entire three-year period. 

The report is being released
as corporations are pushing for
a cut in their official tax rate,
saying the current system puts
American companies at a disad-

vantage with competitors
abroad and encourages them to
shift jobs and investments over-
seas.

The Congressional super-
committee charged with cutting
the budget deficit is also consid-
ering proposals to revamp the
tax system, simplifying the cor-
porate structure and possibly
lowering corporate rates.

280 Big Public Firms Paid
Little U.S. Tax, Study Says

Some companies
disputed the study’s
findings. 
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This article is by Susanne Craig, Ben
Protess and Michael J. de la Merced.

A little before 2 a.m. on Monday, Jon S.
Corzine was in MF Global’s offices in
Midtown Manhattan, scrambling to cut a
deal to save his firm. Haggard from too
little sleep, at times pacing the hallways,
he at least had a handshake agreement
with one suitor for the firm. 

Then the chief executive was interrupt-
ed to handle a brief conversation that
would stop the deal talks cold: hundreds
of millions of dollars in customer funds,
he was told, could not be located.

Three hours later, the board of MF Glo-
bal, with no bidders or options left, voted
to file for bankruptcy, the largest failure
on Wall Street since Lehman Brothers in

2008. 
While the commodities and derivatives

brokerage firm fell apart with ferocious
speed, the collapse came after regulators
raised warning flags for more than four
months. They told MF Global it needed to
raise more capital, and they asked about
risky transactions involving European
debt. 

Yet Mr. Corzine resisted, lobbying to
persuade regulators that the firm did not

need to raise capital, according to people
briefed on the discussions. MF Global did
improve its capital position, but it was not
enough to save the firm. 

The details that have emerged about
MF Global’s final 72 hours — drawn from
dozens of interviews with people who
participated in the weekend discussions
or were directly briefed by people who
did — illustrate that three years after the
financial crisis, Wall Street executives
are still fighting regulators’ demands. 

It also shows that even when the
watchdogs sound the alarm, it is not nec-
essarily enough to save a firm. Now, mul-
tiple regulators and the Federal Bureau
of Investigation are examining the firm’s 
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Jon Corzine, second from right, held a morning meeting on the trading floor of MF Global’s Manhattan office last year.

A Collapse in Spite of Regulators
Many Alarms Rang
Before MF Global

Crashed Into Ruins
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in customer funds, he was told, could not be lo-
cated.

Three hours later, the board of MF Global, 
with no bidders or options left, voted to file for 
bankruptcy, the largest failure on Wall Street 
since Lehman Brothers in 2008.

While the commodities and derivatives bro-
kerage firm fell apart with ferocious speed, the 
collapse came after regulators raised warning 
flags for more than four months. They told MF 
Global it needed to raise more capital, and they 
asked about risky transactions involving Euro-
pean debt.

Yet Mr. Corzine resisted, lobbying to per-
suade regulators that the firm did not need to 
raise capital, according to people briefed on the 
discussions. MF Global did improve its capital 
position, but it was not enough to save the firm.

The details that have emerged about MF 
Global’s final 72 hours — drawn from dozens of 
interviews with people who participated in the 
weekend discussions or were directly briefed 
by people who did — illustrate that three years 
after the financial crisis, Wall Street executives 
are still fighting regulators’ demands.

It also shows that even when the watchdogs 
sound the alarm, it is not necessarily enough to 
save a firm. Now, multiple regulators and the 
Federal Bureau of Investigation are examining 
the firm’s collapse, trying to determine what 
went wrong and where the missing money, now 
suspected to be roughly $630 million, went.

The CME Group, a major exchange where 
MF Global traded until this week, said on 
Wednesday that Mr. Corzine’s firm had ap-
peared to transfer client money sometime last 
week “in a manner that may have been de-
signed to avoid detection,” a serious violation of 
Wall Street regulations. MF Global did not dis-
close the shortfall in client money to CME or to 
regulators until early Monday morning, shortly 
before the firm filed for bankruptcy.

A person close to the company said it was 
not aware of any audit by the CME Group. Nei-
ther Mr. Corzine nor MF Global have been ac-
cused of any wrongdoing.

One of the first signs of trouble for MF Glob-
al came in June, when regulators reviewed its 
recent financial statements, according to a per-
son with direct knowledge of the matter. In a 
footnote, MF Global disclosed that it had bought 
debt from Italy, Ireland and other troubled Eu-

ropean nations.
The disclosure alarmed the Financial In-

dustry Regulatory Authority, Wall Street’s self-
regulator, which worried that MF Global lacked 
enough capital to support the trades.

Finra called MF Global, pushing it to raise 
its capital levels, but Mr. Corzine fought back, 
according to the person with knowledge of 
the matter. Frustrated, Mr. Corzine decided to 
go over Finra’s head to the Securities and Ex-
change Commission, the person said. In July, 
Mr. Corzine traveled to Washington to state his 
case to S.E.C. officials at their offices near Union 
Station in Washington. Mr. Corzine chalked up 
their concerns to undue jitters over Europe’s 
ballooning debt crisis, the person said. The 
S.E.C. and Finra wouldn’t bend, and in August, 
the firm increased its capital cushion.

MF Global declined to comment; Mr. Cor-
zine did not respond to a request for comment.

The move offered only short-term relief. By 
mid-October, MF Global’s European gamble 
was being widely discussed on a nervous Wall 
Street. Rumors spread that Moody’s Investors 
Service was considering a cut to MF Global’s 
credit rating. Finra resumed regular talks with 
the firm, questioning whether anxious custom-
ers, investors and trading partners would drain 
the firm’s liquidity.

Late on Oct. 24, Moody’s did move to cut its 
rating on the firm, to just one notch above junk 
status, citing in part the European bond hold-
ings.

That proved to be a watershed moment: the 
downgrade led MF Global’s trading partners 
to demand extra collateral, draining the firm’s 
cash supply.

Under mounting pressure from Washington 
and Wall Street, MF Global moved up its sched-
uled quarterly earnings announcement by two 
days, reporting on Oct. 25 that it had recorded 
a $186 million loss, its fourth loss in six quar-
ters. The share price of MF Global went into 
free fall, tumbling 67 percent over the course of 
that week. The firm also started drawing on its 
credit lines.

Mr. Corzine quickly hired the investment 
bank Evercore Partners to help him find a buy-
er for part or of all of the firm. MF Global also 
contacted BlackRock, the giant asset manager, 
to help it wind down its balance sheet — includ-
ing efforts to sell its holdings of European debt. 



Eventually, MF Global brought bankruptcy law-
yers on board to prepare for the worst.

Mr. Corzine had other fires to put out.
Last Thursday, regulators from several 

agencies arrived at MF Global’s offices in New 
York and Chicago. What they saw over the 
course of the next few days troubled them, ac-
cording to people knowledgeable about the mat-
ter who spoke only on condition of anonymity. 
The Commodity Futures Trading Commission, 
led by Gary Gensler, became concerned that 
MF Global had not kept customer money sepa-
rate from company funds, a fundamental rule 
on Wall Street.

MF Global assured regulators at the time 
that the money was in order, these people say.

On Saturday, Mr. Gensler reached out to H. 
Rodgin Cohen, a partner at Sullivan & Crom-
well who has long served as Wall Street’s go-to 
lawyer in a crisis. During the tumultuous days 
of 2008, Mr. Cohen advised a number of embat-
tled Wall Street executives, including Richard 
S. Fuld Jr. of Lehman Brothers. He now found 
himself counseling Mr. Corzine.

“We need more documents,” Mr. Gensler 
told the lawyer, according to people briefed on 
the conversation. The call set off a scramble at 
MF Global as employees tried to locate the doc-
uments regulators were demanding.

Other issues about the quality of the firm’s 
bookkeeping were being spotted by employees 
from BlackRock, who had arrived to value the 
MF Global portfolio, according to a person with 
knowledge of the matter.

Yet even as questions about MF Global’s re-
cords were beginning to surface, talks on a pos-
sible sale were getting under way. Two main bid-
ders quickly emerged — the Interactive Brokers 
Group and Jefferies Group. Jefferies, a broker-
age house based in New York, has a futures trad-
ing business and the idea of expanding it is said 
to have appealed to its chief executive, Richard 
Handler. A small team of Jefferies executives ar-
rived at MF Global on Friday and were escorted 
into a windowless conference room. The execu-
tives returned the next day as well.

They sorted through stacks of information 
about MF Global’s operations. While they didn’t 
notice anything out of order with MF Global’s 
books, they left that Saturday without making 
a bid. Jefferies, a person with knowledge of the 
matter said, concluded it simply needed more 
time to complete such a complicated acquisition 
— time MF Global didn’t have.

That left Interactive Brokers. The Connecti-
cut brokerage firm was also huddled in a sepa-
rate windowless conference room not far from 
where the Jefferies team was holed up.

Mr. Corzine, who ran Goldman Sachs in the 
1990s before serving as a Democratic senator 
from New Jersey and then New Jersey gover-
nor, was the lead negotiator for MF Global. One 
person who saw him Saturday said he looked 
“pained” at the events unfolding around him.

Around 2 p.m. on Sunday, Mr. Corzine and 
an Evercore banker, Jane Gladstone, were able 
to call regulators and brief them on the sale 
talks. They sounded optimistic, saying that they 
were confident a deal would get done.

That hope grew into the evening,
As Interactive Brokers continued its dive 

into MF Global’s books, signs of exhaustion 
among the participants grew. J. Christopher 
Flowers, the MF Global investor and former 
Goldman executive, was spotted at the talks on 
Sunday wearing mismatched shoes.

Just before 1:45 a.m., Mr. Corzine received 
the information telling him that customer funds 
were missing. That alarmed Interactive Bro-
kers, and the firm walked away from the bar-
gaining table.

An MF Global executive then notified the 
regulators, who were still camped in the firm’s 
Manhattan offices. Commodity Futures Trading 
Commission officials called Mr. Gensler, waking 
him around 2:30 a.m. to join a conference call 
with MF Global and other regulators.

MF Global executives could not stay on the 
phone for long — they needed to convene the 
board and prepare for a bankruptcy filing.

But the phone line remained open for sever-
al hours, as regulators discussed how to handle 
the first major financial failure of the postcrisis 
era.� nAzam Ahmed contributed reporting.
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Late Edition
Today, clouds and sun, breezy, a bit
cooler, high 56. Tonight, mostly
clear, colder, low 38. Tomorrow,
chilly despite abundant sunshine,
high 51. Weather map, Page A18.
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By BEN SHPIGEL

Ryan Fitzpatrick, married for
nearly five and a half years, says
he never removes his wedding
band. Not when he clips his nails.
Not when he changes diapers.
Not when he slings footballs
around the field on Sundays for
the Buffalo Bills.

For Fitzpatrick, the conscious
decision to wear his ring makes
him something of an anomaly in
the N.F.L., where most players —
especially quarterbacks — opt to
leave it in their lockers, fearful of
injuring their hands or fingers.
Fitzpatrick understands the haz-
ards of his workplace, but he has
a pragmatic reason for thinking
he can ignore them: because he
throws right-handed, wearing the
ring on his opposite hand does
not affect his performance. 

“I haven’t seen a reason to
take it off, I guess,” Fitzpatrick

said in a telephone interview this
week. “It stands for something.
It’s not like I’m trying to throw a
message in anybody’s face. It’s
just a personal thing between me
and my wife. It’s important for
me not to take it off.” 

To Bills’ Quarterback, Losing
(Wedding Ring) Is Not Option

DAVID DUPREY/ASSOCIATED PRESS

The Bills’ Ryan Fitzpatrick
keeps his ring on for games.

Continued on Page B15

By KATE TAYLOR

Shortly before noon on
Wednesday, the barricades that
impeded foot traffic along Wall
Street for weeks came down.
Elected officials praised the may-
or. Shopkeepers breathed sighs
of relief. 

But just seven hours later, the
barricades went back up. Occupy

Wall Street protesters were on
the move, and the police were
worried they would flood the
street. 

Mayor Michael R. Bloomberg,
who over the last seven weeks
has struggled publicly with how
to manage New York City’s re-
sponse to the demonstration Oc-
cupy Wall Street, on Thursday of-
fered a staccato analysis of his
administration’s latest effort at

finding a way forward:
“Taken down. People marched

in the streets. Put up. We’ll try
again.” 

The decision to remove the
barricades, followed by the quick
reversal, was emblematic of the
quandary that has vexed Mr.
Bloomberg and his administra-
tion since a few hundred people
critical of the nation’s economic
inequities first bedded down in

Zuccotti Park on Sept. 17. 
Mr. Bloomberg’s evolving re-

sponse to the protest has come to
embody a central tension in his
third term, between his celebra-
tion of free, and at times cacopho-
nous, speech as a hallmark of
New York, and his emphasis on
bolstering the city’s economy by
improving its appeal to residents,

Demonstrators Test Mayor, a Backer of Wall St. and Free Speech

Continued on Page A24
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Animals were brought to a livestock market on Thursday in Kabul, Afghanistan, before Id al-Adha, the Islamic Feast of Sacrifice.
As Islamic Feast Nears, a Market Stocks Up 

At the first meeting under its
new president, Mario Draghi, the
European Central Bank cut in-
terest rates. Page B1.

Stimulus for Europe

By RACHEL DONADIO
and NIKI KITSANTONIS

ATHENS — In a tumultuous
day of political gamesmanship,
Prime Minister George A. Papan-
dreou called off a referendum on
Greece’s new debt deal with the
euro zone on Thursday after win-
ning a measure of support from
his opposition and managing to
repair, at least for a day, a major
rupture in relations with Europe. 

The decision to abandon his
idea of holding a popular vote on
the European debt deal did not
end the political turmoil here;
Mr. Papandreou still faces a re-
bellion in his own Socialist Party
and the fury of some opposition
figures, and he will have to
weather a difficult confidence
vote on Friday. But talk of a pos-
sible unity government eased in-
ternational fears of immediate
new elections and a looming de-
fault if he did not survive in of-
fice, cheering markets in Europe
and abroad.

In an address to his party’s
central committee on Thursday
evening, Mr. Papandreou said
there was no need for a referen-
dum now that the opposition New
Democracy Party had said for
the first time that it would back
the agreement, reached last
week, to write down Greek debt
in exchange for austerity meas-
ures and a commitment to the
euro as the nation’s currency.

The prime minister invited the
New Democracy Party to become
“co-negotiators” on the deal and
later said that talks on a unity
government should begin imme-
diately. He also suggested that he
would be willing to step aside so
that others could form a unity
government if he won Friday’s
confidence vote. “I am not cling-
ing to my seat,” he said. 

He made those comments after
the New Democracy leader, An-
tonis Samaras, accused the prime
minister of “deception.” Mr. Sa-
maras was angry that Mr. Papan-
dreou appeared to be trying to 

GREECE’S LEADER
CALLS OFF A VOTE

ON A DEBT DEAL

OPPOSITION BACKS PACT

Discussion About Unity
Government Cheers

Global Markets

Continued on Page A12
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Prime Minister George Papandreou called for talks on a unity government with the opposition.

By MIKE McINTIRE

On a July morning in 2008, Gov.
Rick Perry of Texas and several
aides boarded a plane for Wash-
ington to lobby on ethanol use, an
issue important to corn growers
and livestock owners in his state.

The growers favored federal
rules requiring the use of the
corn-based fuel in gasoline, but
beef and chicken suppliers said
the rules would raise the price of
feed stocks. Mr. Perry was firmly
in the livestock camp, and he
took his case straight to the head
of the Environmental Protection
Agency, urging him to waive the
ethanol mandate to lower the
cost of corn.

While executives from the live-
stock industry did not attend Mr.
Perry’s private meeting at the
E.P.A., the governor would not
have made it there without them
— literally. The Hawker 800XP
plane that Mr. Perry and his team
flew from Austin to Washington
and back was provided by Lonnie
Pilgrim, one of the world’s larg-
est chicken producers and a lead-
ing critic of the ethanol mandate.

Mr. Pilgrim had urged Mr.
Perry during a meeting in March
to take up the matter, and a lob-
byist for Mr. Pilgrim’s company,
the Pilgrim’s Pride Corporation,
worked with the governor’s office

For Perry, Use
OfPrivate Jets
As Part of Job 
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By AZAM AHMED and BEN PROTESS

Months before MF Global tee-
tered on the brink, federal reg-
ulators were seeking to rein in
the types of risky trades that con-
tributed to the firm’s collapse.
But they faced opposition from
an influential opponent: Jon S.
Corzine, the head of the then lit-
tle-known brokerage firm.

As a former United States sen-
ator and a former governor of
New Jersey, as well as the leader
of Goldman Sachs in the 1990s,
Mr. Corzine carried significant
weight in the worlds of Washing-
ton and Wall Street. While other
financial firms employed teams
of lobbyists to fight the new reg-
ulation, MF Global’s chief execu-
tive in meetings over the last
year personally pressed regula-

tors to halt their plans. 
The agency proposing the rule,

the Commodity Futures Trading
Commission, relented. Wall
Street, which has been working
to curb many financial regula-
tions, won another battle. 

Yet with MF Global in bank-
ruptcy and regulators scram-
bling to find $630 million in miss-
ing customer funds, Mr. Corzine’s
effort may come back to haunt
him.

The proposed rule would have
restricted a complicated trans-
action that allowed MF Global in
essence to borrow money from
its own customers. Brokerage
firms are allowed to use custom-
ers’ money to earn interest, not 

As Regulators Pressed Changes,
Corzine Pushed Back, and Won
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WASHINGTON — When the
Census Bureau said in Septem-
ber that the number of poor
Americans had soared by 10 mil-
lion to rates rarely seen in four
decades, commentators called
the report “shocking” and
“bleak.” Most poverty experts
would add another description:
“flawed.” 

Concocted on the fly a half-
century ago, the official poverty
measure ignores ever more of
what is happening to the poor

person’s wallet — good and bad.
It overlooks hundreds of billions
of dollars the needy receive in
food stamps and other benefits
and the similarly formidable
amounts they lose to taxes and
medical care. It even fails to note
that rents are higher in places
like Manhattan than they are in
Mississippi.

On Monday, that may start to
change when the Census Bureau
releases a long-promised alter-
nate measure meant to do a bet-
ter job of counting the resources
the needy have and the bills they
have to pay. Similar measures,
quietly published in the past, sug-
gest among other things that
safety-net programs have played

a large and mostly overlooked
role in restraining hardship: as
much as half of the reported rise
in poverty since 2006 disappears.

The fuller measures have also
shown less poverty among chil-
dren but more among older
Americans, who are plagued by
high medical costs. They have
shown less poverty among blacks
but more among Asians; less
poverty in rural areas and more
in cities and suburbs, where the
cost of living is high. And they
have found fewer people in abject
destitution, but a great many
more crowding the hard-luck
ranks of the near poor, who do
not qualify for many benefit pro-
grams and lose income to taxes,
child care and medical costs.

“The official measure no long-
er corresponds to reality,” said
Jane Waldfogel, a professor of so-
cial work at Columbia University.
“It doesn’t get either side of the
equation right—how much the
poor have or how much they
need. No one really trusts the
data.”

Coming amid soaring need and
bitter debt debates, the findings
in Monday’s release are likely to
offer fodder both to defenders of
safety-net programs and fiscal
conservatives who say the gov-
ernment already does much to
temper hardship and needs to do
no more. 

Experts expect the new report
to be consistent with a decade of
research about the ways in which
the official poverty rate distorts
the realities of American poverty. 

The numbers in this article are
based on that research — by the
census, the National Academy of
Sciences and others — and in-
clude not just cash income but
also government benefits, work
expenses, taxes and cost of liv-
ing. Many experts expect Mon-
day’s census report, based on
similar methods, to add a bit to
the official poverty count of 46.2
million, while most experts also
expect the recent growth will ap-

Experts Say Bleak Portrait
Of Poverty Missed the Mark

Census Bureau Will Offer an Alternate Approach 
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MONTHS before MF Global teetered on 
the brink, federal regulators were seek-
ing to rein in the types of risky trades 

that contributed to the firm’s collapse. But they 
faced opposition from an influential opponent: 
Jon S. Corzine, the head of the then little-known 
brokerage firm.

As a former United States senator and a 
former governor of New Jersey, as well as the 
leader of Goldman Sachs in the 1990s, Mr. Cor-
zine carried significant weight in the worlds of 
Washington and Wall Street. While other finan-
cial firms employed teams of lobbyists to fight 
the new regulation, MF Global’s chief execu-
tive in meetings over the last year personally 
pressed regulators to halt their plans.

The agency proposing the rule, the Com-
modity Futures Trading Commission, relented. 
Wall Street, which has been working to curb 
many financial regulations, won another battle.

Yet with MF Global in bankruptcy and regu-
lators scrambling to find $630 million in missing 
customer funds, Mr. Corzine’s effort may come 
back to haunt him.

The proposed rule would have restricted a 
complicated transaction that allowed MF Glob-
al in essence to borrow money from its own 
customers. Brokerage firms are allowed to use 
customers’ money to earn interest, not unlike 
banks, but this rule would have outlawed using 
customer funds for a loan to the firm itself.

While such financing is not unknown on 
Wall Street, it carries substantial risk. An out-
side lender would require a firm like MF Global 
to produce strict accounting for a loan. Without 
that oversight, regulators worried that firms 
could use such internal customer money inap-
propriately, including bolstering the business in 

hard times. The proposed rule would have af-
fected several dozen other financial firms.

Regulators are now examining whether 
these transactions explain the missing money 
at MF Global, according to people briefed on the 
investigation.

The C.F.T.C. has issued subpoenas to MF 
Global’s auditor, PricewaterhouseCoopers, and 
the Securities and Exchange Commission is 
also conducting an inquiry. The Federal Bureau 
of Investigation is also looking into the miss-
ing money, although there is no indication that 
criminal laws were broken.

Still, Mr. Corzine has hired a prominent 
criminal defense lawyer, Andrew J. Levander, a 
partner at Dechert, according to people briefed 
on the matter.

Mr. Levander represented a number of 
Wall Street executives after the financial crisis 
of 2008, including the independent directors of 
Lehman Brothers and John A. Thain, the for-
mer chief executive of Merrill Lynch.

Neither Mr. Corzine nor MF Global has been 
accused of wrongdoing. MF Global declined to 
comment and Mr. Corzine did not respond to a 
request for comment.

Just three months ago, Mr. Corzine’s firm 
assured regulators that the proposed rule could 
cripple the futures brokerage industry by hurt-
ing their profitability. In a letter, MF Global told 
regulators that they were trying to “fix some-
thing that is not broken,” adding that the firm 
was not aware of any brokerage firm like itself 
that was unable to “provide to their customers 
upon request any segregated funds.”

MF Global’s clients, including hedge funds, 
individual investors and agricultural firms, now 
know a different reality, as the clients struggle 
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Late Edition
Today, clouds and sun, breezy, a bit
cooler, high 56. Tonight, mostly
clear, colder, low 38. Tomorrow,
chilly despite abundant sunshine,
high 51. Weather map, Page A18.

$2.00

By BEN SHPIGEL

Ryan Fitzpatrick, married for
nearly five and a half years, says
he never removes his wedding
band. Not when he clips his nails.
Not when he changes diapers.
Not when he slings footballs
around the field on Sundays for
the Buffalo Bills.

For Fitzpatrick, the conscious
decision to wear his ring makes
him something of an anomaly in
the N.F.L., where most players —
especially quarterbacks — opt to
leave it in their lockers, fearful of
injuring their hands or fingers.
Fitzpatrick understands the haz-
ards of his workplace, but he has
a pragmatic reason for thinking
he can ignore them: because he
throws right-handed, wearing the
ring on his opposite hand does
not affect his performance. 

“I haven’t seen a reason to
take it off, I guess,” Fitzpatrick

said in a telephone interview this
week. “It stands for something.
It’s not like I’m trying to throw a
message in anybody’s face. It’s
just a personal thing between me
and my wife. It’s important for
me not to take it off.” 

To Bills’ Quarterback, Losing
(Wedding Ring) Is Not Option

DAVID DUPREY/ASSOCIATED PRESS

The Bills’ Ryan Fitzpatrick
keeps his ring on for games.

Continued on Page B15

By KATE TAYLOR

Shortly before noon on
Wednesday, the barricades that
impeded foot traffic along Wall
Street for weeks came down.
Elected officials praised the may-
or. Shopkeepers breathed sighs
of relief. 

But just seven hours later, the
barricades went back up. Occupy

Wall Street protesters were on
the move, and the police were
worried they would flood the
street. 

Mayor Michael R. Bloomberg,
who over the last seven weeks
has struggled publicly with how
to manage New York City’s re-
sponse to the demonstration Oc-
cupy Wall Street, on Thursday of-
fered a staccato analysis of his
administration’s latest effort at

finding a way forward:
“Taken down. People marched

in the streets. Put up. We’ll try
again.” 

The decision to remove the
barricades, followed by the quick
reversal, was emblematic of the
quandary that has vexed Mr.
Bloomberg and his administra-
tion since a few hundred people
critical of the nation’s economic
inequities first bedded down in

Zuccotti Park on Sept. 17. 
Mr. Bloomberg’s evolving re-

sponse to the protest has come to
embody a central tension in his
third term, between his celebra-
tion of free, and at times cacopho-
nous, speech as a hallmark of
New York, and his emphasis on
bolstering the city’s economy by
improving its appeal to residents,

Demonstrators Test Mayor, a Backer of Wall St. and Free Speech

Continued on Page A24
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Animals were brought to a livestock market on Thursday in Kabul, Afghanistan, before Id al-Adha, the Islamic Feast of Sacrifice.
As Islamic Feast Nears, a Market Stocks Up 

At the first meeting under its
new president, Mario Draghi, the
European Central Bank cut in-
terest rates. Page B1.

Stimulus for Europe

By RACHEL DONADIO
and NIKI KITSANTONIS

ATHENS — In a tumultuous
day of political gamesmanship,
Prime Minister George A. Papan-
dreou called off a referendum on
Greece’s new debt deal with the
euro zone on Thursday after win-
ning a measure of support from
his opposition and managing to
repair, at least for a day, a major
rupture in relations with Europe. 

The decision to abandon his
idea of holding a popular vote on
the European debt deal did not
end the political turmoil here;
Mr. Papandreou still faces a re-
bellion in his own Socialist Party
and the fury of some opposition
figures, and he will have to
weather a difficult confidence
vote on Friday. But talk of a pos-
sible unity government eased in-
ternational fears of immediate
new elections and a looming de-
fault if he did not survive in of-
fice, cheering markets in Europe
and abroad.

In an address to his party’s
central committee on Thursday
evening, Mr. Papandreou said
there was no need for a referen-
dum now that the opposition New
Democracy Party had said for
the first time that it would back
the agreement, reached last
week, to write down Greek debt
in exchange for austerity meas-
ures and a commitment to the
euro as the nation’s currency.

The prime minister invited the
New Democracy Party to become
“co-negotiators” on the deal and
later said that talks on a unity
government should begin imme-
diately. He also suggested that he
would be willing to step aside so
that others could form a unity
government if he won Friday’s
confidence vote. “I am not cling-
ing to my seat,” he said. 

He made those comments after
the New Democracy leader, An-
tonis Samaras, accused the prime
minister of “deception.” Mr. Sa-
maras was angry that Mr. Papan-
dreou appeared to be trying to 

GREECE’S LEADER
CALLS OFF A VOTE

ON A DEBT DEAL

OPPOSITION BACKS PACT

Discussion About Unity
Government Cheers

Global Markets

Continued on Page A12
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Prime Minister George Papandreou called for talks on a unity government with the opposition.

By MIKE McINTIRE

On a July morning in 2008, Gov.
Rick Perry of Texas and several
aides boarded a plane for Wash-
ington to lobby on ethanol use, an
issue important to corn growers
and livestock owners in his state.

The growers favored federal
rules requiring the use of the
corn-based fuel in gasoline, but
beef and chicken suppliers said
the rules would raise the price of
feed stocks. Mr. Perry was firmly
in the livestock camp, and he
took his case straight to the head
of the Environmental Protection
Agency, urging him to waive the
ethanol mandate to lower the
cost of corn.

While executives from the live-
stock industry did not attend Mr.
Perry’s private meeting at the
E.P.A., the governor would not
have made it there without them
— literally. The Hawker 800XP
plane that Mr. Perry and his team
flew from Austin to Washington
and back was provided by Lonnie
Pilgrim, one of the world’s larg-
est chicken producers and a lead-
ing critic of the ethanol mandate.

Mr. Pilgrim had urged Mr.
Perry during a meeting in March
to take up the matter, and a lob-
byist for Mr. Pilgrim’s company,
the Pilgrim’s Pride Corporation,
worked with the governor’s office

For Perry, Use
OfPrivate Jets
As Part of Job 

Continued on Page A17

By AZAM AHMED and BEN PROTESS

Months before MF Global tee-
tered on the brink, federal reg-
ulators were seeking to rein in
the types of risky trades that con-
tributed to the firm’s collapse.
But they faced opposition from
an influential opponent: Jon S.
Corzine, the head of the then lit-
tle-known brokerage firm.

As a former United States sen-
ator and a former governor of
New Jersey, as well as the leader
of Goldman Sachs in the 1990s,
Mr. Corzine carried significant
weight in the worlds of Washing-
ton and Wall Street. While other
financial firms employed teams
of lobbyists to fight the new reg-
ulation, MF Global’s chief execu-
tive in meetings over the last
year personally pressed regula-

tors to halt their plans. 
The agency proposing the rule,

the Commodity Futures Trading
Commission, relented. Wall
Street, which has been working
to curb many financial regula-
tions, won another battle. 

Yet with MF Global in bank-
ruptcy and regulators scram-
bling to find $630 million in miss-
ing customer funds, Mr. Corzine’s
effort may come back to haunt
him.

The proposed rule would have
restricted a complicated trans-
action that allowed MF Global in
essence to borrow money from
its own customers. Brokerage
firms are allowed to use custom-
ers’ money to earn interest, not 

As Regulators Pressed Changes,
Corzine Pushed Back, and Won
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Parle, Robert Gebeloff and
Sabrina Tavernise.

WASHINGTON — When the
Census Bureau said in Septem-
ber that the number of poor
Americans had soared by 10 mil-
lion to rates rarely seen in four
decades, commentators called
the report “shocking” and
“bleak.” Most poverty experts
would add another description:
“flawed.” 

Concocted on the fly a half-
century ago, the official poverty
measure ignores ever more of
what is happening to the poor

person’s wallet — good and bad.
It overlooks hundreds of billions
of dollars the needy receive in
food stamps and other benefits
and the similarly formidable
amounts they lose to taxes and
medical care. It even fails to note
that rents are higher in places
like Manhattan than they are in
Mississippi.

On Monday, that may start to
change when the Census Bureau
releases a long-promised alter-
nate measure meant to do a bet-
ter job of counting the resources
the needy have and the bills they
have to pay. Similar measures,
quietly published in the past, sug-
gest among other things that
safety-net programs have played

a large and mostly overlooked
role in restraining hardship: as
much as half of the reported rise
in poverty since 2006 disappears.

The fuller measures have also
shown less poverty among chil-
dren but more among older
Americans, who are plagued by
high medical costs. They have
shown less poverty among blacks
but more among Asians; less
poverty in rural areas and more
in cities and suburbs, where the
cost of living is high. And they
have found fewer people in abject
destitution, but a great many
more crowding the hard-luck
ranks of the near poor, who do
not qualify for many benefit pro-
grams and lose income to taxes,
child care and medical costs.

“The official measure no long-
er corresponds to reality,” said
Jane Waldfogel, a professor of so-
cial work at Columbia University.
“It doesn’t get either side of the
equation right—how much the
poor have or how much they
need. No one really trusts the
data.”

Coming amid soaring need and
bitter debt debates, the findings
in Monday’s release are likely to
offer fodder both to defenders of
safety-net programs and fiscal
conservatives who say the gov-
ernment already does much to
temper hardship and needs to do
no more. 

Experts expect the new report
to be consistent with a decade of
research about the ways in which
the official poverty rate distorts
the realities of American poverty. 

The numbers in this article are
based on that research — by the
census, the National Academy of
Sciences and others — and in-
clude not just cash income but
also government benefits, work
expenses, taxes and cost of liv-
ing. Many experts expect Mon-
day’s census report, based on
similar methods, to add a bit to
the official poverty count of 46.2
million, while most experts also
expect the recent growth will ap-

Experts Say Bleak Portrait
Of Poverty Missed the Mark

Census Bureau Will Offer an Alternate Approach 
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Corzine wagered that the Euro-
pean regulators would backstop
any default. So even as dark
clouds circled over Europe, he
sensed an opportunity. Starting
in late 2010, MF Global began to
accumulate short-term sovereign
debt of countries like Italy, Spain
and Portugal.

MF Global financed these pur-
chases through complex trans-
actions known as repurchase
agreements. In these, the bonds
themselves were used as collat-
eral for a loan to purchase them.
The interest paid on that loan
was less than the interest the
bonds paid out, earning the firm
a profit from the spread.

While that practice is quite
common, the C.F.T.C. wanted to
crack down on such lending in
those instances when customer
funds were used. The C.F.T.C.
proposal would have also banned
the use of client funds to buy for-
eign sovereign debt.

It is unclear whether the firm
used client funds to purchase the
risky bonds of Italy, Spain, and
other debt-laden European na-
tions, but experts say it is not un-
usual for such transactions to be
paid for with customer money.

A person close to MF Global
said the firm did not use client
funds to finance these trades.

Leading the government’s ef-
fort to curtail these arcane prac-

unlike banks, but this rule would
have outlawed using customer
funds for a loan to the firm itself. 

While such financing is not un-
known on Wall Street, it carries
substantial risk. An outside lend-
er would require a firm like MF
Global to produce strict account-
ing for a loan. Without that over-
sight, regulators worried that
firms could use such internal cus-
tomer money inappropriately, in-
cluding bolstering the business in
hard times. The proposed rule
would have affected several doz-
en other financial firms. 

Regulators are now examining
whether these transactions ex-
plain the missing money at MF
Global, according to people
briefed on the investigation.

The C.F.T.C. has issued sub-
poenas to MF Global’s auditor,
PricewaterhouseCoopers, and
the Securities and Exchange
Commission is also conducting
an inquiry. The Federal Bureau of
Investigation is also looking into
the missing money, although
there is no indication that crimi-
nal laws were broken. 

Still, Mr. Corzine has hired a
prominent criminal defense law-
yer, Andrew J. Levander, a part-
ner at Dechert, according to peo-
ple briefed on the matter.

Mr. Levander represented a
number of Wall Street executives
after the financial crisis of 2008,
including the independent direc-
tors of Lehman Brothers and
John A. Thain, the former chief
executive of Merrill Lynch. 

Neither Mr. Corzine nor MF
Global has been accused of
wrongdoing. MF Global declined
to comment and Mr. Corzine did
not respond to a request for com-
ment. 

Just three months ago, Mr.
Corzine’s firm assured regulators
that the proposed rule could crip-
ple the futures brokerage indus-
try by hurting their profitability.
In a letter, MF Global told reg-
ulators that they were trying to
“fix something that is not bro-
ken,” adding that the firm was
not aware of any brokerage firm
like itself that was unable to “pro-
vide to their customers upon re-
quest any segregated funds.”

MF Global’s clients, including
hedge funds, individual investors
and agricultural firms, now know
a different reality, as the clients
struggle to locate their missing
funds. And regulators are push-
ing to again move forward on the
rule. But for MF Global, the rule
will come too late.

The trades at the center of MF
Global’s downfall — big bets on
the debt of five European coun-
tries — may yet prove profitable.
But they raise questions about
why the firm escalated its risk-
taking under Mr. Corzine, leading
to a crisis of confidence among
rating agencies, creditors and
regulators.

As a former sovereign debt
trader at Goldman Sachs, Mr.

tices was Gary Gensler, the
chairman of C.F.T.C., who had
worked for Mr. Corzine at Gold-
man Sachs. Mr. Gensler pushed
for the proposed change in Octo-
ber 2010, and planned to bring it
to a vote this summer.

MF Global has four outside lob-
byists in Washington, tiny by
Wall Street standards. But it was
Mr. Corzine who marshaled the
firm’s response to the proposal,
lobbying most of the agency’s
five commissioners directly. One
commissioner said he visited
with Mr. Corzine in MF Global’s
headquarters, and acknowledged
being impressed by the Wall
Street titan, said a person with di-
rect knowledge of the meeting
who asked for anonymity be-
cause the meeting was private.

The C.F.T.C. polices the mar-
kets for futures trades. Staff
members there often do not have
a Wall Street pedigree.

Mr. Corzine’s background in fi-
nance made him highly credible,
agency officials said.

Mr. Corzine’s efforts culminat-
ed on July 20, as the agency was
preparing for a vote on the pro-
posal. That day, MF Global exec-
utives were on four different calls
with the agency’s staff. Mr. Cor-
zine himself was on two of those
calls. 

One of the calls was with Mr.
Gensler. Both men are active

Democrats, and served on finan-
cial panels together recently. 

Shortly after the calls, Mr.
Gensler, aware that he could not
push the vote through, decided to
delay the proposal indefinitely.

But after MF Global’s blowup
and the ensuing fallout from the
missing funds, regulators said
they were considering pushing
again on the rule.

“I think it’s time to move ahead
— expeditiously — and make that
rule tighter, cleaner, and ulti-
mately safer, for customers,”
Bart Chilton, a Democratic mem-
ber of the C.F.T.C., said in a state-
ment.

Mr. Chilton also wants the
agency to require firms to
produce detailed documentation
“to ensure that the funds are
really there.”

Internal repurchase agree-
ments emerged on Wall Street in
2005. At the time, the transac-
tions were off limits to banks and
brokerage firms. But at the urg-
ing of Lehman Brothers, the
C.F.T.C. blessed the new ap-
proach to getting financing.

In September 2008, Lehman
collapsed amid a global financial
crisis. It later was disclosed that
Lehman’s use of another little-
known repurchase agreement al-
lowed it to temporarily obscure
billions of dollars in losses. 

Regulators’
Plans Halted
By Corzine’s
Influence

From Page A1

MANUEL BALCE CENETA/ASSOCIATED PRESS

Jon Corzine, a former governor and senator, attended a dinner with his wife, Sharon, at the
White House in June. Before MF Global’s collapse, Mr. Corzine was influential in Washington.

Michael J. de la Merced, Andrew
Ross Sorkin and Peter Lattman
contributed reporting.
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to locate their missing funds. And regulators 
are pushing to again move forward on the rule. 
But for MF Global, the rule will come too late.

The trades at the center of MF Global’s 
downfall — big bets on the debt of five Euro-
pean countries — may yet prove profitable. But 
they raise questions about why the firm esca-
lated its risk-taking under Mr. Corzine, leading 
to a crisis of confidence among rating agencies, 
creditors and regulators.

As a former sovereign debt trader at Gold-
man Sachs, Mr. Corzine wagered that the Eu-
ropean regulators would backstop any default. 
So even as dark clouds circled over Europe, he 
sensed an opportunity. Starting in late 2010, MF 
Global began to accumulate short-term sover-
eign debt of countries like Italy, Spain and Por-
tugal.

MF Global financed these purchases 
through complex transactions known as repur-
chase agreements. In these, the bonds them-
selves were used as collateral for a loan to pur-
chase them. The interest paid on that loan was 
less than the interest the bonds paid out, earn-
ing the firm a profit from the spread.

While that practice is quite common, the 
C.F.T.C. wanted to crack down on such lending 
in those instances when customer funds were 
used. The C.F.T.C. proposal would have also 
banned the use of client funds to buy foreign 
sovereign debt.

It is unclear whether the firm used client 
funds to purchase the risky bonds of Italy, Spain, 
and other debt-laden European nations, but ex-
perts say it is not unusual for such transactions 
to be paid for with customer money.

A person close to MF Global said the firm 
did not use client funds to finance these trades.

Leading the government’s effort to curtail 
these arcane practices was Gary Gensler, the 
chairman of C.F.T.C., who had worked for Mr. 
Corzine at Goldman Sachs. Mr. Gensler pushed 
for the proposed change in October 2010, and 
planned to bring it to a vote this summer.

MF Global has four outside lobbyists in 

Washington, tiny by Wall Street standards. But 
it was Mr. Corzine who marshaled the firm’s 
response to the proposal, lobbying most of the 
agency’s five commissioners directly. One com-
missioner said he visited with Mr. Corzine in 
MF Global’s headquarters, and acknowledged 
being impressed by the Wall Street titan, said 
a person with direct knowledge of the meeting 
who asked for anonymity because the meeting 
was private.

The C.F.T.C. polices the markets for futures 
trades. Staff members there often do not have a 
Wall Street pedigree.

Mr. Corzine’s background in finance made 
him highly credible, agency officials said.

Mr. Corzine’s efforts culminated on July 20, 
as the agency was preparing for a vote on the 
proposal. That day, MF Global executives were 
on four different calls with the agency’s staff. 
Mr. Corzine himself was on two of those calls.

One of the calls was with Mr. Gensler. Both 
men are active Democrats, and served on finan-
cial panels together recently.

Shortly after the calls, Mr. Gensler, aware 
that he could not push the vote through, decided 
to delay the proposal indefinitely.

But after MF Global’s blowup and the en-
suing fallout from the missing funds, regulators 
said they were considering pushing again on 
the rule.

“I think it’s time to move ahead — expedi-
tiously — and make that rule tighter, cleaner, 
and ultimately safer, for customers,” Bart Chil-
ton, a Democratic member of the C.F.T.C., said 
in a statement.

Mr. Chilton also wants the agency to require 
firms to produce detailed documentation “to en-
sure that the funds are really there.”

Internal repurchase agreements emerged on 
Wall Street in 2005. At the time, the transactions 
were off limits to banks and brokerage firms. But 
at the urging of Lehman Brothers, the C.F.T.C. 
blessed the new approach to getting financing.

In September 2008, Lehman collapsed amid 
a global financial crisis. It later was disclosed 
that Lehman’s use of another little-known re-
purchase agreement allowed it to temporarily 
obscure billions of dollars in losses. n

Michael J. de la Merced, Andrew Ross Sorkin 
and Peter Lattman contributed reporting.
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