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Apr. 2007           July 2007                          Oct. 2007 Jan. 2008                         Apr. 2008                                    July 2008         Oct. 2008

Credit Crisis Timeline

Summer 2007:  

Blackstone IPO

Bear Stearns 
hedge funds 
collapse 
because of 
CDO exposure

September 2008:

Lehman Bankruptcy

AIG Bailout

FDIC’s receivership 
of WaMu

BOA to acquire 
Merrill

March 2008:

Bear Stearns 
collapses; Fed 
intervenes



Frances Constable, August 22, 2007:  

“I HAD NOT SEEN THIS PIECE UNTIL 
JUST NOW AND IT MAY SINGLE 
HANDEDLY UNDERMINE THE 
AUCTION MARKET. . . .  I HAVE ASKED 
FOR AN IMMEDIATE CLARIFICATION 
TO BE PUBLISHED AND A 
RETRACTION OF THIS.” [Emphasis 
added.]



John Price, November 19, 2007:  

“Market is collapsing.  No more $2k 
dinners at CRU!!  ….  More firings over 
at Citi . . . Inventory flooding the street. . 
. .”



Frances Constable, November 26: 

“[W]e continue to experience selling 
from larger corporate accounts and 
concern from retail about the liquidity in 
the markets in general.

“The gloves are off and we are not 
concerned with issuer perception of our 
abilities and the competition.  Gotta
move those microwave ovens”
[Emphasis added]



John Price, December 19, 2007:  

“Please be aware that the contagion 
that has engulfed all has been 
especially harsh on the AMPS product . . 
. .  Inventory higher yesterday.  Fighting 
hard to get it down.” [Emphasis added.]
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Credit Crisis Timeline

Summer 2007:  

Blackstone IPO

Bear Stearns 
hedge funds 
collapse 
because of 
CDO exposure

November 2007:

“Inventory flooding the 
street…

“Gotta Move Those 
Microwave Ovens”

September 2008:

Lehman Bankruptcy

AIG Bailout

FDIC’s receivership 
of WaMu

BOA to acquire 
Merrill

March 2008:

Bear Stearns 
collapses; Fed 
intervenes



Frances Constable, January 18, 2008:  

“Mike and team:  It’s a double day and 
we have to also buy back many of the 
securities from the MLI account early 
this morning, not to mention we are 
about to get shallacked from terrified 
investors and we HAVE TO SELL 
INVENTORY!!”



Frances Constable, January 29, 2008:  

[In response to news that “the closed-
end auction rate preferred market 
recently experienced its first failed 
auction since 1990]:

“Its like the Sorcerer’s 
Apprentice…cant someone make 
these people stop bucketing us with 
water…”
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Late Summer 
2008:

Auction Rate 
Settlements

Credit Crisis Timeline

Summer 2007:  

Blackstone IPO

Bear Stearns 
hedge funds 
collapse 
because of 
CDO exposure

November 2007:

“Inventory flooding the 
street…

“Gotta Move Those 
Microwave Ovens”

September 2008:

Lehman Bankruptcy

AIG Bailout

FDIC’s receivership 
of WaMu

BOA to acquire 
Merrill

March 2008:

Bear Stearns 
collapses; Fed 
intervenes

Feb. 2008:

Major banks cease 
support of auction-
rate securities 
markets





December 15, 2006:  

“Rating agencies continue to 
create an even bigger 
monster – the CDO market.  
Let’s hope we are all wealthy 
and retired by the time this 
house of cards falters. :o)”

--Christopher Meyer, 
Associate Director, 
Global CDO Group 



April 2007 IM exchange

Shannon Mooney:  
“Model def does not 
capture half the risk.”

Rahul Shah:  “We should 
not be rating it.”

Mooney:  “We rate every 
deal . . . .  It could be 
structured by cows and 
we would rate it”



“[By 1994,] [m]anagement
undertook a concerted effort to 
make the firm more issuer-
friendly, since issuers largely paid 
the bills by then.  In my view, the 
focus of Moody’s shifted from 
protecting investors to being a 
marketing-driven organization.”

Jerome Fons, Ph.D., former 
member of Moody’s Credit Policy 
Committee and Federal Reserve 
economist -- Testimony, Oct. 22, 
2008, Before the House 
Committee on Oversight and 
Reform



“Originators of structured 
securities typically chose the 
agency with the lowest 
standards, engendering a 
race to the bottom in terms of 
rating quality.”



“Ratings became embedded 
or ‘hard-coded’ into 
investment guidelines, bond 
indices, and private 
contracts. . . .  The over-
reliance on statistical, 
backward-looking models 
needs to be replaced by an 
increase reliance on common 
sense.”





750,000 (“initial margin”)

CDO Plus
Hedge Fund
(“protection seller”)

2.75% per annum Wachovia

(“protection buyer”)

“reference obligation” – Forge ABS  High Grade 
CDO –

$10,000,000 of class B tranche

Maturity:  2053
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Late Summer 
2008:

Auction Rate 
Settlements

Credit Crisis Timeline

Summer 2007:  

Blackstone IPO

Bear Stearns 
hedge funds 
collapse 
because of 
CDO exposure

November 2007:

“Inventory flooding the 
street…

“Gotta Move Those 
Microwave Ovens”

September 2008:

Lehman Bankruptcy

AIG Bailout

FDIC’s receivership 
of WaMu

BOA to acquire 
Merrill

March 2008:

Bear Stearns 
collapses; Fed 
intervenes

Feb. 2008:

Major banks cease 
support of auction-
rate securities 
markets

May 2007:

CDO Plus sells 
$10 million 
credit-default 
swap to 
Wachovia

Margin calls

$10,400,000

November 2007:

CDO Plus changes name to 
VGC Special Opportunities 
Master Fund
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