Dawson, Michael

From: 37 Daily Briefing Readers [briefing@g7group.com)
Sent: Monday, Decamber 0, 2007 &:08
To: T Daily Brigfing Readars
Subject: E7DE Argentina Econ, ECB, Fed - 12/03/01
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prgentine Debt Crisis —-- Government Restricts Bank Withdrawals

-Gavernrent decres limits bank withdrawals and the tramafer of funds abroad,
-Hew measure: sllad canverslon of Peso apgounts into Dollars.
-®ill these latest measures stave off a total collapse?

Furcland Economy & ECE == FPirmly in Wait-and-5es Mode

=Last month's S50bp move baught time.
=Hotas and ooins take Sentar stage.
-Will the Bank revise its M3 growth target on Thursday

U5 Fed -- Headed toward Looser Monetary Policy

-Fed dossn't yebk aee plek-up in investmant.
~-EBnren is an the radar screan.
-What showld you logk for in this Friday's jaba reporty

argentine Debt Crisis -- Gavernment Restricts Bank Withdrawals

[he hrgentine gavernment on Saturday sharply limited the amount that Argentines can
withdraw from banks and restricted transfers of money abroad. Econecmy Minister Domingo
cavallo said restrictions on deposits will remain in place fer 30 days To give the
gowernment time te cesplete both the domestic and intermational tranches of its debt
exchange. The new measures ere a desperate attempt to halt Friday’s dramatic run on Danks
and stave off a collapse of the financial system., However, given the fall in domestic
cenfidenpe, it's unlikely that these new meagures will stabilize the banking aystem, allow
the govarnment to carry out an orderly eestructuring of its debt, or protect
convertibility. Indeesd, the probability of an outright default and the collapse of
sonverkibility has sisen aven higher,

Moraover, the government's decree allows the conversion of all Peso accounts inte Dollars
-- 5 possible precurser to dellarizaticn., The emphasis on dellarlzing the financial
Eystem within this decres polsters our thesry that the government will ept for full
dollarization befere devaluing the Besc once convertibility becomes unsustainable. We
believe that dollarizatien ia the most likely outcome [but don’t completely discount the
risk of devaluation -- ar devaluation plus dellarization -= glven the fluidity of the
gituation, the erosion of reserves, and the unpredictability of econcmic policy under
Cavallo). However, adopting the deollar at this point is unlikely to end the crisis.

Bestrictiona wWill:

Limit cash withdrawals to 5250/week. ALl transactions beyond the weekly Limlt must be
done wsing credic, debit cards or checks. Mereover, checks must be deposited inte bank
aocounts and can’t be tranaferred direcktly into cash. In addition to preventing

rgentines from liguidating their accounts inte ecash, the measure is intended to crack
down on evasion of the VAT,

Limikt the kransfer of money abroad to 51000/menth. Trade-related transactions will be
gxempt. This measure is intended to stop capital flight., Argentines will also De chackad
at airports and barder cressings to prevent them from taking cash cut of the country.

Allow Pesc-denominated aceeunts to be converted inte Dellar accounts. Banks will also be
restrieted from loaning Pesos. Existing Feso loans can be converted into follar loans.
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Buk this conversicn will net occur automatically: account helders must reguest it. The
conversion will be one-toc-one and banks are prohibited from charging any fees for these
transactions.

Ban local banks and financlal institwtions from participating in currency futures and
opticne markets,

In addition to haleing the outflow of deposibts, the new measures are aimed at moving
people cut of the Infarmal sector and back inte the fermal ecomcsmy [Where taxas can be
collected) . By restricting cash transactions, a2 large part of the informal secter
thearetically could be transferred into the mainstreas economy., However, instead of
broadening the formal sector, the new measures will mere likely o lead to the ccllapse of
the informal economy -- which has acted as a key social insurance pelicy and kept a fleoc
under the working poer. Workers involved in services like domsstic help, gardening, &tc.,
are traditionally paid in cash. Faced with cash restrictions, demand for thess services
will collapse. As a result, Ehis most recent despening of Argentina®s flnancial crisis
will likely increase =social instability. Several unicn leaders have already talked of
calling strikes this week. As such, chancea are rising that the government -- or at laast
Cavalla -- may socn be forced to step down.

Bobtom line: Argentina’s restrictisns on bank deposits will hurt demand fer cash services
that employ the working poor. Expect politiecal and soclal tensicon te rise this weesk.
Moreswars, the government appears to be moving toward dollarization,

Euroland Economy & ECE == Firmly in Walt-and-Sae Heode
.8, There i a table that is viewable in the attached pdf file.

Focusing on the introductien of Euro notes and coins, the BCR will likely leave interast
rates unchanged on Thursday. Of sourse, the Bank iz confronting & slew of depreseing data
-— from anemic 3 growth numbecs to a second sat of bleak Ifo and INSEE business
confidence surveys. Moreover, the sharp drop in inflaticn has forced even the ECHB 1o
adait bthat HICPF will Likely fall below 2% in 1002, Howewer, we gee at Least five reasons
why a rate cut this week remains wnlikely:

Last month®s bold move bought time. By cutting rates S50bp last month, the ECE not only
responded Lo existing economic weakness, but it alsa made a down payment on the ongoing
slowdown' 3 future effects. MHoreover, the ECE dosant believe it's behind the curve and
will ke reluctant to send any such signal te the markets.

Metes and coins, The Bank prefers to tread softly in the run=up Lo the introduction of
notes and coins -- especially with the changeover now less than a month away, (We'll take
a closer losck ak this kbransivion in tomorrow's GT0B. )

There's na clamor far lowsr rates, Sure, markets would love to see the Bank deliver
another dosa of easing. Howewer, in aharp contrast to a month ago -- and in recogniticn
that The ECB has already cut rates 150bp khis year == Buraoland pelicymakers have toned
dewn thetr appeal for further cuts.

Liguidity. The ECB has c¢nly slashed rates as agoressively once before: on April &, 19895,
when it put the refi rate 50bp to 2,.5% from 3.0%8. DBut two yeara age the Bank was reacting
Lo prevent a pessible liguidity crisis and reinforce atability -- a different situvation
alkagether. We expect the Bank to procesd cauwtiously, then, as rates approach 3.0%.

The limivations of monetary policy. The Bank s2ill beliewes that monetary pelicy takes at
least 12=18 months to work though the system. Horeover, glven ite renewed emphasis on
strustural reform, Dulsenberg & Co. clearly believe thet monetary pelicy is only part of
the pecovery agquatlon.

Thursday' s mesting is important for M3 aa well, The Bank will also conduct its third
annual examination of M3 money supply growth targets. However, we'd be surprised 1f the
Bank epted to change its current 4.5% reference value {despite an ongoing incresse in M3
that saw money supply grew 7.4% last month, even after twe separate distortions were
gliminated). Three structural factors determine the refersnce wvalue: inflation
gxpectations, Eursland trend growth and the weleocity of sirculation of mensy. With
inflation coming on with a vengeance and the Bank unlikely te alter its wiews on trend
growth, it would take a sharp change in velocity for the ECE ta swltch the refersnce walue
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from 4.5%., A5 a result, we bhink that the Sank would rather ignore M3 than change or
eliminate it,

Bottem line: With the changesower to Buro notes and coins arcund the corner, the ECE will
likely stand pat on Thursday and leave rates at 3.25%, Look for Duisenberg to reinforce
the Bank's cactisus spbimiam at Thursday's press conferance == and in this morning’s
testimony to the European Pacliament .

U5 Fed -- Headed toward Looser Monetary Policy

Horsies sbegt &n extended downtuen have given wWay to concern that the recovery Will be
weaker, e take longer than markets expect. We aee three main areas of concern to the

Fipd ¢

Investmant. The Fed watched collapsing capesx lesd the way down, and they are watehing
closely For sigas that it i recovering before they will be confident that the US iz on
the way up. [(Laok for the G7 Group's Investment Index, to be released tomorrow.) Along
those lines, we wouldn't get too warm and fuzzy ower last week's durable goods report. The
headline numher was big, but it was boosted by defense bookings., That's good at the
margins, but still a narrow part of the eccnomy. Excluding defenae new crders are sTill
Well pelow August levels.

The Encon mess iz on the Fed' s radar screen. The Fed hasn't gotten their arms all the way
arcund this one, but they are probing. ¥irtually every global bank haa participated in an
Enron credit facility and has used Enron as a derivative counterpart. Unwinding thess
cantracka will be difficounlt.

Dnexployment is still rising. If employment dropa another 100,000 or so, a Fed ease is a
done deal. If the employment drop is as bad as the last one in Ocotober (which pelther wa
nor the Fed expect), a 50-bp cut wouldn't be ocut of the guestion. Pay attention to some
of the vnderlying measures in this report; namely, whether the workweek expands and what
happens to temporary help werkers. If employment is going To turn up, you could very well
g 1t in this category first., Also watch what happens to the BLE diffusion index that
measures the percentage of industries in which employment i3 expandlng. (This meazure has
peen dropping steadily over the last several menths.} Alse, the Fed will be interssted
in whether thers is any letup in the number of manufacturing layofifls,

Bottom line: In general, Washington is feeling a bit less nervous. But the Fed 2till has
plenty of concern —- almost guaranteeing a 25 basis point cub next week.

Clsclaimer: The publisher skall not be responsible for any Lnaccuracy or cmission
contained in this publication, Copyright 2001 by the &7 Sroup, Inc. Ho part ef this
publication may be reproduced or tranamitted without the prior written permission of the
capyright owner.
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Harvey, Reavie

S—
From: Sharer, Iames
Sent; Wednesday, Tanuary (9, 2002 E:-24 AM
Tis: _DI._Market Group;, Andrew D. Sacher; David Griffiths; Eric H. Otto;
Tay Hoffman; Lundsager, Meg: Phillippa Malmgren; reidjp; Shevlin,
Thomas; wallarjg: wayncea
Suhject: Financial Markets Morning Report 1/9/02

-Global equity markets were mixed. Cisco and Oracle indicate “the worst is over” in tha tech sector, expect gains
in the second gquarter.

~The yen firmed against the major currencies overnight as Japanese and South Korean officials expressed some
digcomfort with the recent swift depraciation in the yen

FX  The yen retraced to ¥ 132.30 afler falling 1o a low of ¥133.37, which prompted Japanese officials to express
discomfort with the speed of the yen's recent depreciation. Government spokesman Fukada acknowledged that the yen's
recent decline had been *a bit rapid” but "this is a level which is manageable * Howaver, earfier in the Tokyo session, the
MOF's Kuroda stated that the counlry's forex policy "remains unchanged despite the yen's rapid decline. Sowth Korean
officials continued 1o complain about the waaker yven. The dollar was litle changed against the auro.

Japan: Japan's leading diffusion index rose to 25 in November from a zera reading in October, while November
household spending was up 0.9%. The Mikkei 225 index and the TOPIX index wera down 0.3% and 0.7% &s bank stocks
waakenad further. The TOPLX bank index fell 1.8%, JGB yields waere unchanged fo down 2 bps. The JGB 10-year
auction was well bid, with a coupon of 1.4% and the highest coveraga ratio since 1989 at 11.35 times,

Emerging Asia. Emerging Asian stock markets were mixed. The Hang Seng and Singapore indexes were off 2.3% and
1.1%. The Taiwan and Kospi indexes were up 1.0% and 2.3%, aided by strength in semiconductor stocks. Hynix
Semiconductor rose 15,0%, bolstered by talk of an offer from Micron Technology for the South Karean chipmaker

Europe: German unemployment rose a smaller-than-expected 8,000 in December. Tha Euro area business cimate index
fiedl to -1.23 in Decembser, its kowest level since 1996, Euro area 3001 labor costs rose a langer than expectad 3.3%. The
BOE policy committes began a two-day series of meetings, European stock bourses were mostly lower. The FTSE
underperfarmed, pressured by declines in retail store and od issues. HSBEC was dl:mrg;radud by an analysis, citing
exposure to Enron and Argentina. German bund yields were up 110 6 bps on strong Euro area economic data. LLE. gilt
yields wera higher by 4 o 10 bas:s poants

Turkey: Turkey's National 100 index was down 3.1% to 14,421 on some profit-laking. The lira weakened 0.3% The
Turkish EMBI+ sub-index spread narrowed & bps o 860 bps, while the overall EMBI+ spread narrowed 3 bps to 700 bps.

Latin America: The Argentine EMBI+ sub-index spread fall 4 bps to 4316 bps, while Brazi's EMBI+ sub-index rose 3 bps
o B3S bps,

Commodities; Brent crude oil is currantly down $0.50 to $20.52 a barrel following news of a buiid in both crude oil and
distillate inventories

U.5. Assets Overmight ) )
Treasury coupon prices are currently down 1/8 to 1/4 paint in light tl‘&diﬂ& Thera are no majar U, 5. economic statistics
scheduled for release today. Treasury will aucton at 1 PM $6.0 billion 10-year inflation-indexed notes, The Dow, 5&F
500 and Nasdaq index fulures are indcating no clear direction at the New York open

Today's Events: Actual Consensus Expectation Previous Peariod

JPH Prelim. Leading Diffusion mdex. Nov., 25 401 0 {was 16.7)

JPH Household Spending, Novw. +0,9% ¥y +0. 1% yiy +0. 4% yiy

GER Unemployment, Dec +6., 000 +20,000 +17,000

EUR 3001 Labor Costs +3.3% +2 8% +2.7% (was +2.8%)

EUR Business Climate Index, Dec -1.23 <117 -1.20 (was -1.18)
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Dam, Ken

— — ————
From: Sharer, James
Sant: Bonday, October 28, 2001 4:44 PM
To: _DL_Market Group; Andrew D. Sacher; David Griffiths; Eric H. Otto; Jay Hoffman;
Lundsager, Meg: Phillippa Malmgren; reidjp; Shavlin, Thomas; wellarjg; waynaea
Subject: Fimancial Markets Might Report 10728407

- 11.5. equities sharply lower on profit-taking, concerns over the L.5. economy.
- Treasury prices stronger on reallocation from equities, flight-to-safety.

- Dollar weaker against the major currencies.

- Argentina asset prices substantially weaker, worries of debt default.

rkats
1.5, equity markets closed with sharp declines in active trading, pressured by profit-taking, weakness in the overseas
aquity markeis and worries over upcoming U.5. economic data. Concerns over a potontial Argentine debt defaull and a
peolonged war against tefrorism also weighed on stocks. Enron Corp. fell 10.3% 10 13.81 on news that Moody's may
downgrade its commercial paper rating. The worst stock performers were semicanductor, software, electrical equipment,
financial and bank issues.

Treasury coupon prices were up 1/8 1o 3/8 point in moderate trading, mainly reflacting substantial declines in the LS.
equity market, concemns over Argentina and worries over this week's slate of U.S. economic data (3Q GODP, Oclober
unemplayment). Traders alse noted a Fed coupen pass today iolaling $478 milkon (maturities of Novernber 2021 to
February 2028). Treasury announced foday that it expects to borrow £31 kiliion in marketable debt in the October-
Decamber 2001 quarter and to target a cash balance of 335 billion on December 31. Treasury auctioned today $15.0
billion 3-marth ard $14.0 billion 6-month T-bdls (@n increase in size of 51 billlon each) fo raise $6.201 bilion new cash.
The resulis were as follows:

3-month T-bill awarded rate: 2.0580% Coverage ratio; 2,17 times

G-manth T-hill swarded rate: 2.005% Coverage ratioc 2.0 limes

Today's awarded rates compare with last week's awarded rates of 2.170% and 2.130%, respectively. Separately,
Treasury anncunced it will auctioned tomarmow $12.0 billion 4-week T-bills to be issued Movember 1 and raise $4.0 billion
new cash. In W trading the new d-week bills were bid at 2.19%.

The Movember Fedaral funds futures contract fell 2 basis points o 2.21%, while the December and January contracls
each fall 2 bps to 2.04% and 2.00%, respectivaly.

The December crude of contract rose 50.12 to 522,15 a barrel on expectations of an OPEC reduction in crude oil output.
The November natural gas contract climbed $0.16 1o §3.20 per million biu. Spot gold rose $1.50 to 327860 an ounce
an some shart-Covenng,

Global Markets
The dollar depreciated 1.3% against the euro and was 0.6% weaker against the yen. The dollar was 1.3% weakes
against the British pound and 1.4% weaker against the Swiss franc (1o @ two-week low).

Latin American equity markets closed substantially lowes, glven worres over a potential Argentine default on its debi and
weakness in the U5, stock market. Argentina's Finance UnderSecretary Julio Dredzzen resigned, citing "personal
reasons.” The Merval index plunged B.7%, while the Argentine FRB bonds fell 8 1/4 to 55 1/4. Forward points on 1-
month and 1-year Argenting peso NDFs wera quoled at 575 and 3600, respectively. Brazil's real and the Mexican peso
were modestly weaker against the dollar. The Bovespa index fell 3.4%.

The EMEI+ spread widenad 41 bps to 1054 bps over the comparable Treasuries. A number of olher EMBI+ sub-indexas

also widened, including Argentina (+167 to 2005), Brazil (+77 to 1204} and Mexico (+16 1o 401). The Turkey sub-index
rose 14 bps 1o 501,
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Dam, Ken

— —
Fram: Sharer, James
Sant: Tuesday, October 30, 2001 4:54 PM
To: _DL_Market Group; Andrew D. Sacher; David Griffiths; Eric H. Otto; Jay Hoffman,
Lundsager, Mag: Phillippa Malmgren; reidjp; Sheviin, Thomas, wallarjg; wayneea
Subject: Financial Markets Might Memo 10/30/01

- UL.5. equities extendad losses on weak U.5. data, earnings warnings.
— Treasury prices climbed on weaker stocks, declining consumer confidence.

= Thia dollar traded In & narrow range against the major currencies.

U.5. Markets

U.S. equity markels closed with solid losses in active trading. News of a larger-than-axpected drop in the October
consumer confidence repor and worries over anthrax and possible terrorist altacks weighed on investors. Traders also
noted earnings wamings for Philip Moeris and V'S Corp. Enron Carp. fell 19.2% to 11.16 today and has dropped 67.0%
in the last two weeks, The worst stock performers today were semiconductor, electrical equipment, oil, telephane,
financial and software issues.

Treasury coupon prices wera up 1/8 to 5/ point in moderate trading, mainly reflecting weakness in the LS. equily markel
and the large drop in the October consumer confidence index. The yield on the Treasury 2-year noles, now at 2.46%, is
below the Federal funds target rate of 2.50%. The yield on the Treasury 10-year notes, currently al 4.43%, marks a three-
yaar low. Dealkers await Treasury’s announcement tomormow moming of the detalls af the Movember refunding operation
and the release of the advance 3 GDP report for further direction. Treasury auctioned today $12.0 billion 4-week T-bils
to raise $4.0 billion rew cash, The resulis were as follows:

Awarded rate: 2.140% Coverage ratio: 2.37 times

Today's awarded rate compares with las! week's awarded rate of 2.280%.

The Movember Federal funds futures contract fall 3 basis points to 2.18%, while the December and January contracts fell
4 hps and 5 bps to 2.00% and 1.95%, respectively.

The Dacamber crude oll contract fall $0.28 to $21.87 a barrel ahead of the weakly AP| oil mventory report. The Bush
administration is seeking to replenish the SPR over three years, The December natural gas confract fell 50,16 1o £3.18

per million btu. Spot gold rose §1.50 to $280.10 an ounce.

Global Markets
The dollar traced in a namow range against the eure and yen ahead of tomorrow's U.5. 30 GOF data, The dollar was
0.2% firmer against the British pound but 0.2% weaker against the Swies franc

Latin Amarican equily markets closed mastly lower, given the weakness in the LS. stock market. The Bovespa and
Bolsa fell 3.1% and 1,3%, respectively. However, the Merval index edged up 1.8% following yesterday's 8.7% plunge.
The Argentine FRE bond rose 4 1/2 to 59 on some short-covering. Forward peints on 1-manth and 1-year Argentine peso
MDOFs were quoted at 650 and 3600, respectively. Brazils real was litle changed on the day.

The EMBI+ spread namowed 4 bes to 1064 bps over the comparable Treasurles. Several other EMBI+ sub-indexes also
narrowed, including Argentina (-39 to 2027) and Brazil {-16 to 1179). However, the Mexican sub-index rose 5 bps to 402
bps and Turkey's sub-index rose 12 bps to %20 bps.

Tomarrow's Events: Time Consansus Expeclation Previous Period
JPM Housing Slars, Sept, =409 ru'm 6.5% mim
FRM Unemployment Rate, Sept. B8.0% mim -8.0% mém
ITL Pralim. CPI, Oct. +2.5% yiy +2. 6% vy
Us 30 GoOP B30 AM 1.0 +.54%
US Chicago PMI, Oct., 10 A 440 46 6
DelIA
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From: Sharer, James

Sent: Wedneaday, October 31, 2001 5:03 PM

Ta _ DL _Market Group: Andrew O Sacher; David Griffiths; Eric H. Otto; Jay Hoffman;
Lundsager, Meg: Philligpa Malmgran; reidjp; Shevlin, Thomas; wallarjg; wayneea

Subject: Financial Markets Might Repart 1003101

== .5, equities were mostly lower, given a contraction in 3QGOP.
== Trgasury prices surged on news of a halt in long bond auctions.
= Thiz dollar strengthened against the major currencies in light dealings.

U.S, Markets

L5, equity markets closed mixed in beavy rading, following news this momming of a modest contraction in 30 GOP. Thea
Nasdag index rose 1.2% today and was up 12.8% for the month, marking the first monthly gain sinee June (+2.4%),
Enron Corp. rose 24.5% 0 13.90, ane day after falling to a S-year low, on lakeover talk. The worst stock performers weara
insurance, drug, health care, telephone and bank issues. The best stock performers were semiconductor, retail store,
comgpuber, communication equipment and natural gas issues.

Treasury coupon prices were up 1/8 to 4 1/8 points In very hectic rading, The surge in bond prices reflected news that
Treasury will halt sales of both nominal and TIPs 20-year bonds. The vield on the Treasury 20-year bond fall 88 kow a3
4.82% this aflernoon, a level not seen in decades. Treasury announced it will auction next week $16.0 billion 5-year and
37.0 billien 9 3/4-yaar 5% notes o raise 51.412 bilion new cash. In W trading the notes were bid at 3.57% and 4.25%,

respectively.

The Movember Federal funds fulures conlract rose 3 basis poinis to 2.21%, while the Decamber and January confracts
rose 3 bps and 1 bp to 2.02% and 1.96%, respectivaly.

The December crude ol corract fedl $0.69 to $21.18 a barrel. The December natural gas contract rose $0.11 10 53.29
per milkon btu. Spot gold fell $0.70 to $279.40 an ounce.

Global Markets

The dollar appreciated 0.5% against the euro and was 0.4% firmer against the yen as the advance U.5. 30 GDP report
showed a more resilient economy than was anlicipated, The dollar was 0.2% weaker against the British pound and 0.6%
femar against the Swiss franc.

Latin American equity markets closed slighthy firmer, with the Bovespa climbing 3.1%. The Merval index edged up 0.5%
a% mveslors awadled further news of a debt swap. Forward poinis on 1-month and 1-year Argenting peso NOFs were
quoted at 650 and 3550, respectively, Brazil's real femed 1.0%, breaking beneath the BRL 2.70 mark for the first time
since Dclober 1, despile a postponed auction of tha power utility Copel.

The EMEI+ spread widenad 12 bps to 1088 bps over the comparable Treasuries. A& number of other EMBI+ sub-indexes
also widenad, including Arganting {+48 to 2150, Mexizo (+11 fo 415) and Turkey (+20 to 826). The Brazil sub-Index
edged down 5 bps 1o 1184 bps.

Tomorrow's Events: Time Consensus Expectation Previous Period
UK PRI Manufacturing, O, 45.0 45,5
UK House Price Index, Oct. -1.5% rmu'm +2 % mim
US Initial Jobless Claims, wk ended 10/27 8:30 AM -4 000 +8,000 to 504,000
LS Personal Income, Sepl. 230 AN +.1% uneh
S MAPKM Index, Oct. 10 AM 44.0 4710
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Dam, Ken

From: Sharer, James

Sant: Thursday. Movember 01, 2001 5:16 PM

Taos _DL_Market Group; Andrew D, Sacher, David Griffitnas; Eric H, Otta; Jay Holiman;
Lundsager, Meg; Phillippa Malmgren; reidip: Shevlin, Thomas, walladg; waynesa

Subjeck: Financial Markeis Might Report 11,101

= U.5. equities rallied on strength In tachnology stocks.

= Treasury prices were mixed ahead of October employment data tomorrow.

== The dollar weakened against the major currencies in rather light dealings on a weak October MAPM report but
set a record high vs. the Canadian dollar,

LL5. Markets

U5, equity markets closed with sirong gaing in active trading, sided by strength in the technology issues and a
subslantal reduction in long-lerm LLS, inleresl rales. The Masdag was up 3.3%. Microsoft rose B8.4% to 61.84 on news
of a setilemant with the Justice Dept. Encan fell 13.7% to 11,99 on news of a formal SEC invaesligation. The best stock
performers were semiconductor, software electncal equipment, oll, financlal, computer and entertainment Bsues.

Treasury coupon prices were down 33 to up a full point in moderate trading, relreating from session highs on some profit-
faking. A rally in the U.S. stock market weighed on prices of short-term issues, while bond prices remained firm in
contmuad responsa to the Treasury decisicn to hall kong bond auctions, Analysis expect lomormow's report on Oolober
manfarm payrodl emaloyrment will show a 325,000 increase, with the October unemployment rabe rising to 5.2% from 4.0%
in Septamber, In Wi trading the Treasury S-yvear and 9 34-year notes were bid al 2.58% and 4.25%. Treasury
announced it will avction on Maonday $16.0 billion 3-month and 315 billien &-maonth T-bills (an increase in size of $1 billion
each) o raise $7.578 billion new cash. In Wi trading the new bills were bid at 2.01% and 1.84%, respactively.

The Movember Federal funds fulures coniract was unchanged at 2.21%. The December and January confracts were also
unchanged at 2.02% and 1.968%, respeciively.

The December crude oil contract fedl $0.79 to $20.39 a barrel. The December natural gas confract edged downS0.01 1o
33.20 per milllon Blu. Spot gold rose $0.30 to 3279.70 an cunce.

I
Tha dollar depreciated 0.3% against the euro and was 0.4% weaker against the yen following news of a sharp deckne in
the: Cctober MAPK index. The Canadian dollar weakenad 0.4% against the U.S. dollar o a record low of C51.5934, on
Concern oves slugglsh econamic growth in Canada

Latin Armerncan equily markets closed firmer, with the Marval index rising 1.8% and the Bolsa up 1.3%, bolstered by gains
In the LS. stock markel. However, Argentine lax revenues in Sclober dropped 11.3% to $3.57 billion compared with the
same month & year ago, which was much lower than anticipated. The lax dala raised further gquestions over the country's
zero deficit plan. In addiion, the IMF poured cold water over the idea of an early disbursemsant of a 1.3 bllSion December
koan, Forward poants on 1-month and 1-year Argentine peso NDFs were guoted at 950 and 4000, respectively, Brazils
real firmed 0.9% as investors waited for Argentina's financial plan o emerge,

The EMBI+ spraad widenad 20 bps to 1093 bpe over the comparable Treasuries. A number of ather EMBI+ sub-indexes
also widened, including Argenting (+146 to 2308), Brazs {+30 1o 11%3) and Mexico (+4 10 416}, The Turkey sub-index
adged down 8 bps 1o 337 bps.

Tomorrow's Events: Tirne Consensus Expectation Previous Period
EUR Mamufacturing PMI, Oct, 459 45.0
GER PMI, Oct. 443 451
US Monfarm Payroll Employment, Oct,  8:30 AM -325,000 =195,000
US Factory Qrders, Sept. 10 AM -5.0% unch
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Dam, Ken

————
From: Sharer, James
Sent: Monday, NMovember 05, 2009 8:12 AM
To _DL_Market Group;, Andraw D. Sacher; David Griffiths; Eric H. Otto; Jay Hoffman;
Lundzager, Mag: Phislippa Malmgren: reldjp; Shevin, Thomas: wallarg: waynesa
Subject: Financial Markets Moméng Repart 11/501

== Global equity markets ware mostly firmer; Royal Dutch may purchase Enron; Boeing wins $6.6 billion order for
25 aircraft from Emirates.

== Dollar strengthened vs. the euro and sterling on weak economic data and an FT report stating that an EMU
member (Haly) deliberately manipulated budget data.

Foralan Markets

Japan: Japan's leading diffesion indax fall to 37.5 in Septembar from a revised 50,0 in Seplember, as expacted. The
BOJ's Suda played down the threal of intervention, suggesting that intentionally weakening the yen may be harmful, but a
"nafural” decline would be tolerated.  The Wikkei 225 index and the TOPIX index edged up 0.6% and 0.1%. JGB yields
wiera unchanged fo down 2 bos in thin trading, with the JGEB 10- and 30-year yields at 1.20% and 2.40%, respectively.

Emerging Asia: Emenging Asian stock markels were masily higher. The Hang Seng, Tamwan and Kospi indexes rose
2.0%, to 2.4%. Howsawver, the Thai, Jakarta and Kuala Lumpur indaxes posted modest declimes. Singapeore's ruling
Peopla's Action Parly won T5% of the pogular voba in the general elaction on Salurday.

Europe: Euro frea HICP index rase 2.4% vy in Octobar, marking the fifth month dedfine, roughly as expected.
However, UK. aconomic data on Seplember indusirial production and Oclober PMI services were much weaker than
anticipated, ralsing expeciations for a possible 50 bps easing by the BOE this Thursday, The ECB policy board is also
scheduled to meet on Thursday. However, BBY, President Welteke played down the chances of an ECE rate cut, stating
thal furthar ECB easing could pump us Bguidily 1o much and fuel inflalion expectations. Europaan slock bourses wara
stronger by 0.8% 1o 2.3%, with the DAX cutperorming. German bund yields were lower by 1 10 5 bps, while LK. yiekis
wiare down 3 1o 17 basis points.

Brent crude oil is currently up S0.60 to $19.22 a barrel, marking the 32nd day below the 522 a barrel level. OPEC officials
corfinued o ndicate thal a 1 million bpd produchion cul was possdile.

Turkey: Turkey's Mational 100 index was up 0.9% to 10,158 and the lira was 1.0% firmer fo TRL 1,555,000, Hopes for
IMF aid offsat news of a larger-than-expected 6.6% mim rise in the Oclobaer CPL. The Turkish EMBI+ sub-indax ross 38
bps bo 834 bps, while he overall EMBI+ narrowed B bps 1o 1112 bps,

Latin America: The Argenting EMEI+ sub-index narrowed 55 bps fo 2530 bps, while Brazil's EMEl+ sub-index namowed
200 bps to 1165 bps, Argenting's Cavello will hold a press conference at 11 AM.

LL5. Assets Overnight

Treaswry coupon prices are currenily wp 148 fo 5/8 point in Bght frading ahead of the 10 AM release of the October non-
manufaciuring NAPM index. The Dow, S&F 500 and Masdaq index futures are indicating moderate strength at the Maw
York open.

Today's Events: Actual Consensus Expectation Previous Perlad
JPM Leading Diffusion Indax, Septl. 375 375 50.0 (was 55.8)
EUR Pralim. HICP, Oct +2.4% Wiy +2.4% yiy +2.5% Wiy
UK PMI Seraces, Oct. 48.3 45.0 48.1
LK Industrial Productian, Sept, =1.2% mdm -.5% mim +1.0% mim
LIS Mon-manufeciuring MAPK, Oct, 10 AM 47.0 50.2
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From: BSH Maney Update [MSNMoneyUpdate_034237@ms-meneycentral.customer-emall.com]
Sent: Friday, January 11, 2002 &:40 PM
To: ken,dami@do. traas.gov
Subject: Decoding Greenspan's signals

Eocsive the ehanced market repor: in HTML - Simply signin and select “HIML"
htLp:ffnnnaycnntrul-ﬂan.cnmjcnngenterfﬂpticns-a-g?returnURL-fcnmcznturfemal1.aap

The follewing data is best viewed in a Fixed Width font such as Courier.

Leading Indexesias of 17112002 16:00 hours ETI
http:/ /meneycentral . men. com/investor/market/leading. asp

guotes supplied by Standard & Poor's Comstock and delayed at legast 20 minutes. Data

Spurce: htop://wew. spoometock.com

Hame

Dow Jones Imduscrial Average
5 & P 500 Index

Hagdag Composite Index

Amex Composite Index

Rusa=ll 2000 Index

LEVEL
8,987,513
1,145.80
z,023 .46
B34.07
469,54

CHANGE

-d@.33
-10.895
-24.78
-2.74
-£.37

¥Change
-0, B0
-0.95%
-1.21%
-0.33%
=1 .08%

To personalize this e-mail with your own investments, gign up to add your portfolio.

ht:p:ffmangycentrul_nan.cnm;inveu:arfinusubfalertu!ppemai1.aap

v« MEN Money Community =®

Discuss the hot topic of the day on the message boards, Chat with CHBC perscnalities and
investing experts, or post & gquestion for ons of our cther financlal experts.

http:/ /money . men.com/ cammunity/highlights. aap

Market Summary {as of 1/11/2002 16:00 houra ET)
http://fmoneycencral .msn.comfarticles/common/ susmary . asp

Decoding Greenspan’s signals
Provided by MSH Honey

The week began with the growing belief that a recovery 18 upon us. That belief -- thanks

te Ford, Enron, Mmart and eventually Fed chief Alan Gresnspan

day thereaftsr.

q‘p:-

-- proded virtually ewvery

The Dow Ipnduatrial Average fell for the Eifth straight sessicn Friday, down about 2.6% an
Ehe week. The technology-heavy Nasdag Compositive Index did marginally better, ending the

wonk less than 2% off its elosing lewel of 2059 last Friday.
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After Greenspan said in a speech today that he sees evidence of both stability and
remaining riask, ilnvestors widely expect interest rates to drop again soon., And as for
equities, stockholders trying to justify seme high valuations remain ouf on a thinnaxr
limb.

<P

The feeling on the floor of the stock exchanges was decidedly negative. As investment pro
Ted Weisberg told CHMBS, &ItEs difficule to put twe or three good days together ... T think
wefre going to be ... locked in & very narrow trading range untll we get some kind of
positive sign on the economy.&

L=k}

Earnings parade begins

:p:—

The earnings season trickle turns into a Elood next week, with banks and technology
companies headlining the fourth-gquarter disclesure llst. Investors will be locking
espmoially for aignals on what companies expect during the current gquarter and beyond.

pa

A taagte of what®s to come: E*Trade on Monday, Intel on Tuesday, Genearal Matars on
wednesday, MSN Money parent Microsoft on Thursday and Sun Microsystems Friday.

Full day's coverage: htop://moneycentral.men.com/articles/common/summary.asp

e T T T LR Ll LT T T S T PP - R L B R L R b

Today's update brought to you by MSN Money -- The best place te invest.
http://money . man. com

To unaubscribe from the MSH Money Market Summary Email go teo
http:/ /moneycentral .men.cam/Comcenter/ or reply to this message and type "Unsubscribe® in
the subject line of the message. Thank you.

This emall was sent to: ken damads.treas.gov
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Dam, Ken
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From: Congressianal Quarterly [midday-ownerfcg.com]
Senl: Friday, January 11, 2002 2:02 PR
Ta: middayupdate@lists.cg.com
Subject: CQ Daily Monitor Midday Update 1-11-02

Of DAILY MONITOR MIDDAY UPDATE
published by Congressional Quarterly and the CQ Daily Monitor
whwret 00, com

Friday, January 11, 2002 - 1:5% p.m,

Today in Washington

LEAD STORY: Making good on a longstanding threat, President Bush today
gave recess appointments o fwo conservatives whose nominarcions have been
stalled by Senate Democrals.

HOUSE: Reconvenes for second sesslon of the L07Lh Congress at noon
Wednesday, Jan. 23,

SEMATE: Peconvenes for second sessicn of the 107th Congress &t noon
Wednesday, Jan. 23,

PRESIDENT EUSH: Signs brownfields legislation (HR 2869) in Conshohocken,
Pa.; meets with prime minister of Poland at White House,

IMN WASHINGTOM: Amtrak Reform Council meets to discuse the three optione
for an plan kEa restructure rail passenger service.

QOUOTE OF THE DAY: "The president's been spending encrmous amounta of cime
progsecuting the war on terrorism. ¥You know, I'm a Cabinet sscretary, I
know what sy responsibilities are. I don't run acrosa the street and tell
the president every time I talk to gamebody . " -- Treasury Secretary Paul
4. 0'MEILL, explaining on ABC's "Good Morning America® why he did not tell
the pregident of a call from Enron Corp. Chairman Kenneth L. Lay in lace
Uctober .

TODAY'S TRIVIA: Rep. Jerry Lewis, R-Calif., says a UCLA claas trip ta
Washington in 1955 got him interested in public service as a way to effect
change. Some of Lewis® fellow students were forced to ride on 4 Beparate
tourist boat on the Potomas becauss they were bhlack. (Souroe:
Congressional Quarcerly's “Politics in America.”}

Ediced by Martha Angle and Val Ellicott

BUSH AFPOINTS REICH, SCALIA T CIRCUMVENT SENATE OFPLSITION

President Bush signed recess appointments today for conservatives OCto
Reich and Bugens Scalia, whose nominations to administration positions
have been blocked by Senate Democrats. A senior administration official,
speaking on condition of ancnymity, said the White House gave Congress
formal netification of the lang-threatened appointments, the Associated
Press reported. Bush named Reich assistant secretary of state for Latln
America, the top diplematic post for the regicm that Bush made his primary
foreign relaticns pricrity befere the war on terrarism consumed him.
Scalia, the gon of Suprems Court Justice Antonin Scalis, assumes the poat
of Labor Department sclicitor. His nomination was approved 11-10 on Oct.
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16 by the Health, Education, Labor and Pensions Committee but never
received & floor vote. Reich has never received a hearing in che Forelign
Relationa Coomiktes, With the recess appointments, both men can serve
uptil the 107th Congress comes ©o a clase.

TREASURY DEPARTMEMT REVEALS NEW ENROMN COWTACTS

The Treasury Department today revealed more high-level contacts with Enron
Corp. when the energy company was in a downward financial spiral.
Department spokeswoman Michele Davis sald Enron president Lawrence "Greg®
Whalley talked to Under Secretary Peter Fisher six to eight times in late
October and early November, She sald Fisher "inferred" that be was being
asked to make =alls on Enron's behalf to banks that were deciding whether
to extend the company's credit. She said Whalley made no calla. The
revelation comes on the heels of new infozmaticn about calls from Enron
chairman Eennsth L. Lay to Treaspury Secretary Paul H. O'Neill, Commerce
Secretary Donald L. Evans and Federal Reserve Chairman Alan Greenspan, and
follows an admissicn by the company's outside auditor, Arthur Andersen
LLP, that some Enren documents have heen destroyed. Baskrupt Enron is the
subject of separate Justice Department and Securities and Exchange
Commission probes, plus inquiries by four congressicnal panels.

BUSH COMPLETES BY 2002 APPROPRIATIONS BY SIGNING LABOR-HHE, FOREIGH OPERATIONS

as his next budget proposal nears complation, President Bush has signed
into law the laast of the 13 fiscal 2007 appropriatiens bllle. With a
mixture of praise and caveats, Bush signed late yesterday the big Labor,
Health and Human Sesvices, and Educatfion funding bill (HRE 30611, which
provides $123.4 billien in discretionary funding for soms of the
government's top domestic priorities, He also elgned the %15.4 billion
foreign operaticns spending bill (HR 25061, which tracked his total
funding request fairly clesely but altered some of his pricrities. Haying
he was “"gsupportive" of the overall Laber-HHE bill, Bush expressed "strong
concerns” that it mandates a Pell Grant maximum award of £4,000 per
atudent "but provides only encugh funding to pay for a maximum award of
83,600, Pell Grants are the leading scurce of direct aid to low-income
college studentz. "My administration will ask the Congress Lo correct this
sharkfall in the FY 2003 budget," Bush said in a statessnt.

WOLF SAYS %200 MILLICH IN AID WOT EHOUGH FOR AFGHANISTAN

Afghanistan needs more financial aid from the United States than the the
#3200 million preposed in a supplemental request expected this month, Rep.
Frank R. ®Walf, BE-Wa., saild today. Wolf, chairman of the Houeea
Appropriations Subcommittee on Commerce, Justice, State and Judielary,
returned last night from a weeklong trip to Afghanistan. He said the
United States needs to consider a reconstruckion plan on the scale of the
marshall Plan, which was used to rebuild Eurcpe after World War II. “We
need encugh to make pregress,” he said. "You juat don't have any choloe.
Failing to send subatantial aid te the region would wisk ereakling
conditiensg that would allow the Taliban to reclaim power, he said. Wolf
and Reps. Temy P. Hall, D-Ohio, and Joe Pitts, E-Pa., vigited hospitals.
achools and refugee camps in Afghanistan and other south Aslan nationsa.

DEMOCRATS COULD PICKE UF OME SEAT FROM TENNESSEE REMAFP

B redistricting plan approved yesterday by the Democratic-controlled
Tepnesges state legislature gives Democrats a good shot at capturing the
redesigned 4th District. Vam Hilleary, the Republican who repressents the
current 4th, is running for governor. The plan would swap several
Republican counties in the 4th District for Democratic ones now
represented by 3rd District Republican Zach Wamp on the district's gastern
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edge. On the west, it would perform a similar swap with Republican Ed
Eryant's Tth District. Democratic State Sen. Lincoln Davis has been
campaigning For the seat and faces no primary coposition. Cm the
Republican side, Tullahoma Alderman and former Hilleary aide Janice
Bowling and State Safety Department Commissioner Mike Greaene will meet in
an Aug. 1 primary. The redistricting should not cause headaches Lor any of
Tennessee's aight incusbents (four from each party) seeking re-election.

POLITICAL CLIPPINGS

The Argus (5.D.) LEADER reported that GOP state Rep. Matt McCaulley gald a
bill he is writing toc bar a candidate from running for president and
ancther office on the same Scuth Dakota ballet dsn't aimed at Senate
Majority Leader Tom Daschle, The bill would make it impossible for Daschle
ra run for president snd re-election te hie Senate seat at the same time.
Republicans control the state legislature and the governor's ocffice.

The Dallas MOENIMG MEWS reported that cwo leading Democrate in the race
fpr the Senmate seat that will be left open by the retirement of Republican
phil Gramm showed off their Hispanic support yestarday in dusling
endorsemsnts, FPormer San Antonio Mayor Henry Clenerce called on vobers to
back former Dallas Mayer Ron Kirk. Rep. Hen Bentsen countered with a list
of prominent Hispanics backing his candidacy.

The Fargo (N.D.) FORUM reported that Rick Clayburgh, the state's tax
commissiones, officlally anncunced his bid yesterday for The GOF
endorsement to challenge Democratic Rep. Earl Pomeroy. Ancther prospective
on0P candidate, Farmer Louisiana State basketball ccach Dale Brown, has
gaid he will declide on the race soon.

AND FINABLLY. ..

Americans on alert for possible attacks should recognize that danger does
rot always come on two legs. The threat posed by beavers, weadchucka,
desr, blackbirds and other asemingly benign critters has come under
federal inveptigation. The Aesscciated Fress reported that congressional
appropriators ordered the General Accounting Office to study the
effectivenssa of federal efforts to protect people and property from
wildlife. The GAQ reported 27,000 lnjuries a year from rodents, $1 billion
in damage a year from cars hitting deer, 15 deaths a year from snake
bites, &,000 eollipicns between birds and airplanes in 2000, and 70
million in annual liveseack lasgea from predators, malnly coyotes. The
study found that nonlethal means of scaring off wildlife show promise, but
many animals learn to thwart the besc-laid plans.

Editor of Daily Hews: Mike Mills

Managing Editor: Randy Wynm

Managing BEditer, OQ.com: Jackis Frank
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nthe bible" hecause it covers Congress more completely and accurately than
any other source. More than 55 percent of the mesbers of Congress and
thousanda of the nation's beat-informed policy experts rely on OO Weekly.
-- ¢f's House Action Reports: Analysis of every bill and amendment
goheduled for consideration on the House floor, briefings on the final
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-= CQ.com On Congrees: hbtp://oncongress. Q0. com - Comprehensive news and
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From: Cengressional Quarterly jmidday-ownen@cg.com)
Sent: Thursday, January 10, 2002 1:53 FM
Tao: middayupdalegplists.cq.com
Subject: C0Q Daily Monitor Midday Update 1-10-02

OO DATLY ®IMITOR MIDDAY UFDATE
Published by Congreasicnal Quarterly and the CQ Daily Monltor
wa . D com

Thursday, January 14, 2002 - 1:50 p.m.

Teday in Washingteon

LEAD STORY: After bBehind-the-scenes talks, Senate Majority Leader Tom
Daschle, 5.D., is likely to mave scon to convens a conference committese om
stalled patients' righte lLegislation.

HOUSE: Reconvenes for second sessicon of the 107th Congress abk noon
Wednesday, Jan. 23.

SEMRATE: Recomnvenes for aecond session of The 107th Congress ab neon
Wednesday, Jan. 23,

PRESIDENT BUSH: Meets with his eccnomic team, signs defense appropriaticns
bill and mests with prime minister of Gresce.

IN WASHINGTOM: The W.H. Eellogg Foundation holds an ell-day conference on
its "Devolution Initiative," a mulbi-ye=ar grant project examining the
effecss of welfare and health care reform efforte in a half-dozen states.

QUOTE OF THE DAY: *This administraction will fully inveatigate issues,
such ag the Enren bankruptcy, to make sure we can learn from the past and
make sure Ehat workers at peotected." -- Fresident BUSH, announcing a
review of penaion laws and regulations.

TODAY'S TRIVIA: GOP Rep. James V. Hansen, who plans to retire at the end
of this year after serving 11 terms, holds the record as the
longest-serving House member [rom Utah. (Scurce: Congreszional Quarterly‘’s
npglitics in America.®)

Edited by Martha Angle and Val Ellicott

CASCHLE LIKELY TO MOVE PATIENTS' RIGHTS BILL TO CONFERENTE S00H

Senate Majority Leader Tom Daschle, 5.D., intends to call a conference
committes socn to work out differences between competing patients' rights
Bille that pamsed the two chambers last summer. "There has been progress
made in talks between sponsors amd the White House, and Ben. Daaschle
intends to appaint a conference committes soon after Congress ceconvenes,”
a spokeswoman said late Wednesday. The House passed its version [HR 25&3)
on Aug. £ after amending it to White House specificaticns. The Senate
passed a more sweeping wersion (5 1052), with a broader right to sue, on
June 2%, Mothing happened for the remainder of the first aezaion -- at
least in public view. However, spokesmen for the sponsors of both bille
say the lines of communication have remained open, with lawmakers and
their staffa continuing to negotlate with each other and with the White
Housa. The talks could make a conference committes a mere formality.
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BUSH SIGHS DEFEMSE SFEMNDIMG BILL, CALLES IT A DOWN PAYMENT

Echoing the last-minute nature of the fiscal 200Z appropriatidong process.
President Bush signed a 5317 billion fiscal 2002 defense appropriaticns
kill [(HR 3338) this afternoon with only hours to spare before temporary
gpending authority expires. The measure alsc allocates 520 bBillion in
emergency spending approprlated esarlier (HR 2888 -- FL 167-38) *This shows
that. at an hour when America ia under attack, we are steady," Buah
declared, Bush also repeated hie goal to increase defense spending in
figeal 2003, *This makes a down payment on Our central commitment, " he
gaid. The Senate cleared the bill Dec. 20, but it was not submitted to
the president until Jan. 7, congressional aides said, because so much of
the Bill was writees at the last minute and they needed time gver the
kolidays to complete a final draft. The defense measure is not the last
spending bill to be signed -- the foreign cperations (HR 2506} and
Labor-HES (HE 3061} billa also neesd Bush's slgnature by midaight.

BUSH T SiGH BROWNFIELDS BILL AMD SEEK MAJOR FUNDING BOOST

preaident Bush plans te sign legislation tomorrow that would spur cleanups
of abandaned industrial sites in urban areas, and he will ask Congress to
double funding for such efforts, the Associated Press reported. EPA
administracor Christine Todd Whitman sald today the administration's
budget proposal for Eiscal 2003 will seek 5102 million more than the 58
million Congress appropriated this year for cleaning up so-called
brownfields. Congress oleared a five-year authorigacion bill [HRE 2B£3)] on
Dep. 20 that would funmel wp to $250 million a year to state and laocal
governments and Indlan tribes for cleaning up some 450,000 polluted
industrial sites., Bush plans to sign that legislation inte law during a
vigit Ea Cenghohocken, Pa. Whitman said the administration =ay propose
ppending the full 5250 millicn in fiscal 2004.

LEMOCRATS SEE RETURN TO DEFICIT SPEMDING THIS YERR

House Budget Committee Demacrats today predicted the federal Treasury will
ses deficit spending im both fiscal 2002 and 2003, citing projections
deseribed ap "wery conservative." John M. Spratt Jr., §.C., the top
Democrat on the panel, sald a more realistic forecast shows deficit
spending for the next three fiacal years. Under bath sets of assumptions,
the Democrats expect the government to  borrow from Social Security
surplusea to fund regular government cperations for at least seven years.
"Wwe are Finding curselves right back in the business of borrowing and
spending from Social Security," Spratt said. The House Democrats!
projection for this fiscal year tracka closely with estimates by Senate
Budget Commirtee analysts. While Democrats expact gmall deficita in 2002
and 2003, Republicans expect balanced budget ar small surpluses, at least
in 2002. The Congressional Budget Office will release its calculations
later this month.

BUSH CABIMET WILL REVIEW PENSION FULES IN WAKE OF ENRON BANWKRUPTCY

President Buszh has ordered his sconomic tfeam to review company pensicon
plan rules and find ways te protect workers in bankruptcies like the one
at Enron Corp. Bush said today he has ordered Treasury Secretary Paul H.
O'Heill, Commerce Secretary Donald L. Evans and Labor Secretary Elaine L.
Chas to recommend stepa "to make sure that people are nob exposed Ea
losing their life savings." A senior Bush adviser said the president acted
partly to incculate himself against criticism for his administration's
aEsoeiation with Enron's top officials, the Asacciated Fress roeported., The
company's chief executive sfficer, Xenneth L. Lay, contacted O'Neill and
Evans last fall to express goncerns about hia energy firm's financial
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situatisn, White House spokesman Ari Fleischer sald today. The pair
decided not to take action, he said, Bush said he last saw Lay at a
fundraiser in the spring. "I have not met with him personally,” Bush said,
apparently referring to his time as preaident.

BUSH OFFICIALS SAY ECOMOMIC STIMULUS WILL HELP JOB SEEEERS

Three Cablnet secretaries appe-a:gd ak a lecal jﬂb fair today Lo preEssurs
Senate Democratd to pass President Bush's economic stimulus plan and
burtress his stance as a compassionate comservative. *Unemployed workers
don't need partisan delays or political speeches, they need jobs," maid
Labor Secretary Elaine L. Chas, who was joined by Transportation Secratary
Korman ¥, Minera, and Commerce Secretary Donald L. Evans at the Worklorce
Recovery Conference at the Washington Convention Center. *The Senate needs
te end the roadhlock to the president's job growch package, " Chao said.
Despite Bigns of an improved economy, she 8aid extended unemployment
ben=fita are still meeded to help displaced werkers through the
neransition® out of the recession. Washington Deputy Mayor John A
Koekinen, a Democrat, said Bush administration offielals had more than
jobe ¢n today's agenda, but "if peocple are making political points along
Ehe way, that's fine with me.*®

WASHIRCTON REMAP WITH KIMOR CHARGES TO BE AFFROVED

The Washington state legialature will bless & congressional redistricting
plan this wonth, according to a letter sent yesterday by the state
attorney general's office to the state Supreme Court. The rémap would make
enly minor changes toe the state's nine districts, held by glx Democrats
and three Republicans. The atate's bipartisan rediarricking commisaicon
approved the plan Jan. 1, 17 daye after a statutory deadline. The
legislature will changs that deadline retroactively, allowing the plan te
become law and cbwviating the need for court actien. The commission had
asked the attorney general to recommend action to the court, which would
pake over if the ccmmission failed. Rasuming the plan is adopted,
Republicans plan to target Democratic Reps. Rick Larsen and Brian Baird,
whope districts would lose scome Democrats. Larsen, a freshman, represents
the northwestern 2nd District, which includes Bellingham and part of
Everstt. Baird, elected in 1998, repressnts che 3rd District in the
gouthwestern corner of the state. Vancouver and Olympia are its biggest
cities,

PORD BUILDING T2 CLOSE AGAIN FOR MORE ANTHRAX CLEANUR

The Ford Heuse Office Building will close again conight while s=Eforta
continue to remove anthrax from an office occupied by the hazardous
devices section of the Capitol Police. Le. Dan Nichols, a police
spokesman, gald small amounts of anthrax detected in the office are
believed bao have come from eguipsent uped in anthrax cleanup efforts in
the Hart Senate OfFfice Building. The Hart building was closed after an
anthrax-laced letter was opened on Oot. 15 in the Sth-floor suite of
Senpate Majority Leader Tom Daschle, 5.0. Congressional and health
officials plan to respen Hart when test results show that cleanup efforts
there were successful, Wichols said liguid chlorine dicwide is being used
v decontaminate the Ford building. Chlorine dicxide gas was used to
fumigate Hart.

POLITICAL CLIPPINGS

The Fayetteville [N.C.) OBSERVER reported that Tim Dunn, a lawyer and a
lieutenant celenel inm the Marine Corps reserves, sald yesterday he likely
will join three ather Democrats trying to knock Republlican Robin Hay=s out
af the Bth Distriect seat. The other three Democrate -- Billy Richardson,
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Ray Warren and Chris Kouri -- also are lawyers.

The Bverset [Wagh.) HEBALD reported that state Rep. Kelly Barlean is the
latest to join the parade of GOP candidates sesking to taks on Lrashman
Democratic Rep. Rick Larsen. Morma Smith, who was an aide to former GOF
Rep. Jack Metcalf (1995-2001), announced her candidacy in November, and
Herbert Meyer, a former alde to President Ronald Reagan, jumped inte the
race Last month.

The Hew York POST repocted that deopations to Democratic Sen. Hillaxy
Bodham Clinten's political actien committee have topped $1 =million,
including contributions from partners in the £irm that rents former
preasident Bill Clinten his office space in Harlem. Thres parcners in
Cogswell Realty Group contributed 55,000 to HILLPAC, according to reports
filed with the Federal Electicn Commissicn. Taxpayers foot the bill for
the affice gpace of ex-presidents.

AND FIMALLY. ..

Homeland Security Directos Tom Ridge said ktoday that "everything humanly
and technologically possible® has been done to make 5alt Lake city safe
for the 2002 Winter Olympics next month, Reuters reported, "I can say with
percainty this will be the most secure SpoTLIng =Vent, probably one of che
pafest places in the werld, from Feb. 8 through the end of the Olympics. ™
Ridge said on ABC's "Good Morning America.® He gald no specific threats
have bepn received ahead of the Olympics, but law enforcoment agencles
aren't taking any chances., The agencies are on naticnal security alert at
least until March 11, which would take them through the Olympics in Ueah
and the Superbowl, the twa major sporting events over the nexit few months,
zald Ridge.
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From: Eharer, Jamas
Sant: Wednesday, January (8, 2002 B:24 AM
To: _DL_Market Group; Andrew 0. Sacher; David Griffiths; Eric H. Otto; Jay Hoffman;
Lundsager, Meg; Phillippa Malmgren; reidjp; Sheviin, Thomas walkarg, weyneaa
Bubject: Financial Markets Maming Report 1/9/02

—Glabal equity markets were mixed. Cisco and Oracle indicate "the worst is over™ in the tech sector, axpect
gains in the second guarter.

~The yen firmed against the major currencles overnight as Japanese and South Korean officials expressed some
discomfort with the recent swift depreclation in the yen.

FxX: The yen refraced to ¥ 132.30 after falling to a low of ¥133.37, which prompled Japanese officials 1o express
discomfort with the speed of the yen's recent depreciation. Government spokesman Fukada acknowledged that the yen's
recent decling had been "a bil rapid® but “this is a level which is manageable." However, earlier in the Tokyo session, the
MOF's Kuroda stated that the country's forex policy “remains unchanged despite the yen's rapid decline. Soulh Koraan
afficials continued to complain about the weaker yen. The dollar was litle changed against the euro.

Japan: Jepan's leading diffusion index rose 1o 25 in November from a zero reading in Qctober, while Movember
household spanding was up 0.9%. The Nikkel 225 index and the TOPIX index were devwen 0.3% and 0.7 % as bank stocks
weakenad further, The TOPLX bank index fell 1.8%. JGB yields were unchanged to down 2 bps. The JGB 10-year
auction was well bid. with a coupon of 1.4% and the highest coverage ralio since 1989 at 11.35 times,

Emerging Asia: Emarging Asian slock markets were mixed, The Hang Seng and Singapora indexes were off 2.3% and
1.1%. The Taiwan and Kospi Indexes wera up 1.0% and 2.3%. asded by sirength in semiconductor siocks. Hynix
Semiconductor rose 15.0%, bolstered by talk of an offer from Micron Technology for the South Korean chipmaker.

Europe: German unemployment rose a smaller-Ihan-expectad 6,000 in December. The Ewro area business cimale
index fall ta =1.23 in Decamber, its lowest level since 1996, Euro area 3001 abor costs rose a larger than expacted
3.3%. The BOE policy commities began a two-day series of mestings. European slock bourses wara maslly lower, The
FTSE undarparformed, pressured by declines In retail store and od issues. HSBC was downgraded by an analysis, citing
exposure to Enron and Argantina, German bund yields were up 1 to 6 bps on strong Euro area ecanomic data. LK. gill
yiekds ware higher by 4 to 10 basis points.

Turkey: Turkey's National 100 index was down 3.1% lo 14,421 on some profit-taking, The lira weakened 0.3%. The
Turkish EMEBI+ sub-index spread narewed & bps i 880 bps, while the overall EMBI+ spread nasrowed 3 bgs to 700 bps

Latin America: The Argentine EMBI+ sub-index spread fell 4 bps to 4316 bps, while Brazil's EMBI+ sub-index rose 3 bps
to B35 bps.

Commodities: Brant crude ol is currently down $0.50 io 520,52 a barrel following news of a build in both crude olland
distillate invenlores.

U.5. Assets Owvernight

Treasury coupon prices are curmently down 178 to 1/4 paint in Bght trading. There are no major U.S. economic statistics
scheduled for release today. Treasury will auction at 1 PM $6.0 billion 10-year infiation-indexed notes. The Dow, S&P
500 and Nasdaq index futures are indicating no clear direction at the New York open.

Today's Events: Actual Consensus Expectation Previous Pericd

JPM Pretim. Leading Diffusion index, Mov. 25 401 0 {was 16.7)

JPH Household Spending, Mov. +0L0% wiy +{1, 1% iy +0. 4% wiy

GER Unemployment, Dec. +6,000 +20,000 +17,000

EUR 3001 Labor Costs +3.3% +2 8% +2.7% (was +2.8%)

EUR Business Climate Index, Dec. -1.23 =117 -1.20 (was -1.18]
AR ol
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From: Congressional Quartery jmidday-ownengiicg.com]
Sant: Wednesday, January 02, 2002 1:48 PM
Ta: middayupdalefilists cq.com
Bubject: CQ Daily Manitor Midday Update 1-2-02

00 DAILY MOMITOR MIDDAY UPDATE
Puklighed by Congressional Quarterly and the OQ Daily Monitor
wiwrw . C0 . Oom

Wednesday, January 2, 2002 - 1:47 p.m.

Today in Washington

LEAD STORY: The Secnate Governmental Affairs Committee launched a sweepning
invegtigation intc the collapee of Enron Corp., the Houston-based eneogy
company that [iled for bankruptcy on Dec. 2 amld questions about its
ascounting practices.

HOUSE: Reconvenes for second sessicn of the 107th Congress at noch
Wednesday, Jan. 23.

SENATE: Reconvenes for second session of the 107th Congress 8T noon
Wednesday, Jan, 23.

PRESIDENT BUSH: Continues his vacation at his ranch in Crawford, Texas.

IN WASHINOTOM: Lawyers for Zacarias Moussacui, the first person indicted
in the Sept. 11 terrorist attacks, told a U.E. District Court in
Alexandria, Va., that Moussauoi was pleading not guilty to charges of
conspiring with Osama bin Laden and others to murder thousands in the
attacks.

OUOTE OF THE DAY: "This war is not just military. It'se econoaic. IC'S
diplomatic. It will continue to be fought and prasecuted on several
fronts.* -- Admiral John STUFFLEBEEM, deputy director of Operations lor
the Joint Staff

TORAY 'S TRIVIA: Rep. David Fhelps, D-I11., and his brothers earned a
living in the 19708 and early 19805 as the Phelps Brathera Quartet, a
Chrigtian music group. (Source: Congressional uarterly's *Politice in
America.”]

Edited by Martha Angle and Val Ellicott

SEMATE PAMEL LAUNCHES ENRON PROBE, SETS JRH. 24 HEARRIEZ

The Senate Governmental Affairs Committee ig launching & aweeping
investigaticn inteo the collapse of Enron Corp., the Houstom-based ansrgy
company that filed for bankruptcy con Dec. 2 amid crashing stock prices and
questiona about its accounting practices and handling of employes
retirement plans. Carl Levin, D-Mich., chairman of the Permanent
gubcommittes on Investigations, said the panel will issue "document
gubposnas® Co past and pregent Boron afficers and Baard members and Co
Arthur Andersen, the company's auditing firm, within the next waek .,
"Semething ie rotten in the state of BEarom," Levin pajd. Full committee
Chairman Joseph I. Lieberman, D-Conm., said he will hold the Flrat of many
hearings an the matcter on Jan. 24. "This ig going to be a aearsh for the
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truth, not a witch hunt,® sald Lieberman. Levin Faid his panel will focus
on the "inside,” meaning Enron's actions, while the full committee will
take a broader role, locking at analysts and the regulatory agencies.

BUSH, INTELLIGENCE COMMITTEE MEMBERS SPAR OVER REPFORTS

Intelligence authorizers sald today they are confident they Can Cconvinoe
President Bush that a provision im the intelligence authorization bill (HR
2883} ke signed laat week will oot curtail his powera to protect
clasaifiad informatien. The provision reguires written reports to the
congresgional intelligence agencies on significant incelligence Eailures
or significant anticipated intelligence activities. But when he pigned the
measure on Des. 28, the president said he would disregard the provisionm in
cages where he deemed that disclosure of infermation "could impair foreign
relations, the national security, the deliberative processes of Lhe
Ewerutive, or the performance of the Executive's constituticnal duties.to
keep information classaified for naticnal security reasons.* Aldes sald che
new provision does not regquire written reports im all instances. "This was
not designed to change the £lexibility of the presidemt at &ll," a Senate
Intelligence Committee aide said. The two sides are expected To meet
gometime in the next several days.

20N OF HOUSE MAJORITY LEADER WILL RUMN TO SUCCEED FATHER

Seott Armey, the san of House Majority Leader Dick Armey of Texas,
announced yesterday that he will run to sucoeed his facher in Congress.
Soott Armey, whe is the elected administrator of Denton County, will fapa
at least ehres other Republicana in a March 12 primary. One Democrat has
filed to run in the GOP-heavy 26th District, whieh includes suburks north
af Dallas a5 well ag rural areas. Dick Armey, who will Leave the House in
January 2003, told a small crowd that gathered New Year's Day in Denton
that “the day will come when you will know that when Dick Armey left, and
Spott Armey oot elected, you traded up." Dick Armey announced Dec. 12 that
e will retire at the end of the 107th Congress.

REF. WATKINS TO RETIRE, EASING OKLAHOMA'S REDISTRICTIHG

Oklahoma Republican Rep. Wes Watkina made a palitical Hew Year's
ressluticn, anncuncing Monday that he will not sesk re-election this year.
Because Oklahoma lost ene of its six House seats in reapportionment,
Watkins' retirement will ease redistricting pressure on state lavmakers:
The Democratic-centrolled legislature was threatening to pair Watkins and
Republican Frank D. Lucas in a single diatrict. "My hope ig that the state
legislature and the governor will take advantage of my leaving cffice to
reach an agresment on congressional redistricting that preserves districts
for the remaining fiwve incumbent congressmen,* Watkine said. Watkine, 63,
has had two separate cenures in Congress, changing party affiliation in
betwesn. He perved for 14 years (1877-91) as a Democrat, loast bids for
governor &2 a Democrat in 1990 and as an independent in 1994, then
returned te the House as a Republican in a 1996 open-seat victory.

POLITICAL CLIPPINGS

The ¥New Orleans TIMES-PICAYUNE reported that Sen. John B. Breaux, D-La.,
ig expected to announce at & news conference at 1:30 p.m. tomorrow if he
will run for governor next year. Breaux began dropping hints lagt summerz
about returning heme to sesk the governorship. GOP state Sen. Ken Haollis
has =ald he'll =un no matter what Breaux decides.

The Contra Costa [Calif.] TIMES reported that GOP Rep. Bichard W. Posbo
fFaces challenges Eram two Democrats and one Republican in a reconfigured
11th District that now includes technology-dependest suburbs like Morgan
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Hill and 5an Ramon.

The Birmingham (Ala.) MEWS reported that Democratic Sen. Mary L. Landrieu
of Louisiana is tapping Moblle residents for re-election campaign funds
because she sess south Alabama residents wich tiesa to New Orleans and an
interest in urban redevelopment as her “natural constituencies.”

AMD FIKALLY. ..

wWhen Florida Demeocrat Bill Helson was elected to the Senate in 2000,
Republicans expressed hope he would be the type of Democrat -- in the mald
of Georgia's Zell Miller -- who would frequently support Bush
administration initiatives. But those hopes were dashed guickly as Nelson
voted against the confirmation of John Asheroft as attorney general and
cpposed the administraticn's tax-cut packags, the Fort Myers Hews-Press
reported today. Flarida Republicans now call Nelson an obstructicnist. One
af Melson's first moves was to volunteer as a soldier in the fight to
overhaul campaign finance laws. And his party named him to the No. 2 post
at the Democratic Senatorial Campaign Committee, a nod to the prowess he
ghowed in raising 56.6 million to defeat Republican Rep. Bill McoCollum
{1981-2001) im the Senate race.
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From: Byrna, Kalhlesn
Senk: Tuesday, Dacember 18, 2001 8:05 AM
To: _DL_Market Group; Andrew D. Sacher (E-mail); David Grifiiths; E.A. Wayne, Enrique Perez
(E-mail}; Eric H. Otia (E-mail); J.P. Reid; Jay Hoffrman; Meg Lundsager, Fhilippa Malmgren:
T.d. Shevlin
Subject: AK Global Financial Markets - December 168, 2001

- The themes of broad yen weakness, selling of longer-dated U.5. Treasuries, and thin, end-of-year trading
conditions persist

Foreign Exchange: The yan is weaker across the board, moving eonvincingly above the Y 128 level against the dollar to
frash three-year lows. Participanis cited yesterday's commants by Japanesa FinMin Shiokawa and Vice Finhin Kuroda
conveying apparent acceptance of a weaker yen, and discountad EconMinTakenaka's lome assertion that the yen's
exchange rale was nearing levels compatibla with fundamentals. Although shortar-term specukative accouwnts took profits
ahove the Y128 level, dealers continue to expect a fairly rapid move in dollas/yen above Y120, once rumared optians
nharmers around thal level are broken through. Although the dollar and the suro are litle changed against most other
currencies, market talk that British Petroleun may buy Enron-owned gas stabions in Germany was cited as fulure suppaort
far the euro: dealsrs took in stride today's Financial Times reperts of a possible flood of counderfeit euna notes produced
by eastern European countries and noled that euro noles will ba accepted al stores in the United Kingdom after Jan. 1,

Japan: Pariicipants are focusing on the BOJ's two-day palicy meeting, which concludes tomomow. Finhiin Shiokawa
said loday that "we are strongly asking the BOJ to provide abundant liguidity to the banking system® and called on the
central bank 1o provide maore than 14 trillion yen in liguidity in the run-up 1o year-end, comments which foreign exchange
market participants also took as tacit approval to sell the yen.

Emerging Asia: In contrast to recent weeks, emerging Asan currencias are beginning to respand negatively to the yen's
depreciation. Today, the New Taiwan dollar fiell 1o a four-month low against the U5, doflar. After ouiperformeng the yan
for & number of weaks, the Korean won depreciated 0.6% yeslerday and was liilie changed owarmight,

Europe: Eurc-area consumer price inflation for November was on expeciations, bul area Industrial production fell by
mare than expectad, As a result, euro-area sovereign debl is rallying, with yields 1 1o 7 bps lower and short ands
autperforming. Impled yields on near-dated euribor futures contracts (March and Juna) arg 3 12 4 bps hower.

Commodities: In very thin Irading, crude oél prices are consolidating ahead of the release of AP dala late this afternoon,

U.S. Assets Overnight

The front-rmonth DJIA, Nasdaq 100, and SEP 500 lutures contracts are all trading maderately higher, suggesiing positive
movement in prices at the Mew York open. Treasury prices are Btile changed to modastly lower, the long bond
sulperforming. The ten-year yield rose to a five-month high, reflecting hadging activity by morigage investors.

Today's Events: Actual Consensus Expectation Previous Perlod

Two-day BOJ board mesling staris — no change expected bula ferr contacts ook for tinkering at the margins to increase
Tigquidity.

ECE President Duisenbery gives quartarly lestimony before the Eurcpean Parliament at 10230 &M,

Eura-area CPI Moy, final 21% 2.1% 2.4%

Euro-area indusirial production, Oct  -1.4% mim «1.0% mm -0.5% m/m

.5, howsing starts, Nov. B:30 a.m, 15401 1552K

Two-ciay Brazilian COPOM meeting slans - no change in SELIC rate axpected
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Fram: RMSH Maonay Updats [MEHMun&;rUpdatu_ﬂaﬂE&@ms—mmyﬁanm.mstﬂmﬁnmll.mm]
Sent: Tuesday, December 04, 2001 546 PR
Ta: kan.dami@do.treas.gov
Subject: Hark! A stock rally!

ErmEsesamEESsIEEzTE FEEEEESTSoSSET TR EES EEzEETTrTrrssssESEoTSDSSToTes
Peraive the shanced market report in HIML - Simply eignin and select “HTML®
http:;fﬂgneycantrnl_nan.cumfcamcenterjngtinnu-aap?returnURL-ICGmcanterfemail.asp

e———t T L+ 1 B L L R LT N b = Ll EEDEESEFTEmESSsS S S oToTOoOEmEERm
The following data is best viewed in a Fixed Widch fonk such as Courier.

Leading Indexeslas of 12,/4/2001 16:00 hiours ETI
nt:p;ffmnueycentral.mun.cﬂmj1nv¢stnrfmarhatfl¢ading.aap

Cuotes supplied by Standard & Poor's Comstock and delayed at least 20 minutes. Data
Source: hbtp://wew.spocomsback. com

Hame LEVEL CHANGE WChange
Dow Jones Industrial Average 9, B33 .84 +12%.84 +1.33%
5 & P 500 Index 1.144.80 +14 .30 +1_32%
Nasdag Compoalte Index 1,963.10 +5B,. 20 +3.06%
Amex Composite Index E24 .22 +6 .12 r3.75%
Russell 2000 Index 457,84 +10.81 +2.37%

To persemalize this e-mail with your own investments, sign up to add yous portfolia.

http:ffmcnepnnnt:a;.man.ccmfin#ﬁﬂtﬂrﬁinv:ubf&lerta!pg:muil-asp

=4 MEN Monsy Commwunity ¥

piscuse the hot topic of the day on the message boards, chat with CHEC personalities and
investing experts, or post a gquesticn for one of our cther financial experts.

http:ffmﬂney.man.ccmj:ammunit?fhighlighta.aag

market Summary (ag of 12/4/2001 16:00 hours ET)
http:f#maneycantral.man.unmfnrticleafcnmmnnfaummary-nsp

Hark! A stock rally!
Provided by HSH Money

How sager are ipwestors to find reasons ©o buy stocks? Eager encugh to use a URS Warburg
amalyst report on the semicopductor Sector as an excuse ta push stocks sharply higher in
late-day trading Tuesday. The Dow ipndustrials saw a triple-digic win, while the Rasdag
composite index surged 3%,

L listless sarning was followed by an effervescent afterncon, as ghares of tech companies
rallied on ehe slightest snilff of recovery. The Warburg word had the chip slump bottoming
at last, and it identified Bovellus Systems as a prime beneficiary. Wovellus shares
cheerily climbed abaur 10%.

Other market-drivitg news was mixed. Cisco Systems shares nmudged upward on a set of rather
understated affirmations from CEQ John Chambers. &0ur orders in ¥Nowember were linear and

00100000000904



on expectatisns,® he proclaimed,

Signala from the retail sector, meantime, wers less than delightful. Twa

closaly watched

surveys showed char results glackened during the lapt week despite deep discountlng.

Inevitable conclusion: holiday sales will be grim.

In ocher acticn, shares of Enron -- surprise -- jumped. Almost ewvery one of the 10 most
acitively traded stocks boday sat in the bBlack. aAmong the dayfe biggest gainera were
hekterna, hoocsted by new funding and an analyst upgrades, and buyout target Avantcl.

Full day's coveTrage: http;ffmnncy:entral.msn-cnmfarticlaaf:nmmnnfﬂummary--np

-.=-::'-'I'-------I::==:=='------.i-.::l-'l-|---------:-:::r--------.ll:
Today's update brought to you by MSN Haney -- The best place to invest.
htip: /f/money . man . com

To unsubseribe from the MEN Mconey Market Summary Email go to
htep://moneyeentral .men. con/Comcenter/ or reply to this meapage and Eype
the subject line of the message. Thank you.

------‘:--:.-'-----IL::===='H--‘---.....:ﬂ‘:_-!'-'--------::::..'-'-----

This email was sent to: ken.dawsds, treas.gov

"nsubscribs® in
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Dam, Ken

e —

From: BASM Money Update [MSNMoneyUpdate_032126@ms-moneycentral cusiomes-amail.cam]
Sent: konday, December 03, 2001 5:55 P

Ta: ken.dam@do. reas.gov

Subject: Bush, Greanspan digest data

Receive the ehanced market report in HTML - Simply signin and select YHTML®
http: //moneycentral .man. com/ Comcenter/options . asp?returnlRl=/Comcenker /emall . asp

EEE D T S oSS S SCSSISSoSSoSoOSSSOSSoSCS OIS S o e -
The follewing data is best viewed in a Fixed Width font such as Courier.

Leading Indexes (as of 12/3,/2001 16:00 hours ET)
htep: //moneycentral .man, com/ investor fmarket f leading . asp

Quotes supplied by Standard & Poor's Comstock and delayed at least 20 minutes. Data
Seurcs: http:ffwww-:Pcnmltntk.:nm

Hame LEVEL CHANGE tChange
Dow Jones Industrial Average 9,763,986 =E7.60 -0.89%
£ & F Q0 Index 1,12%.90 =5,55 -0.84%
Wasdag Composite Index 1,904 .80 -25.€4 -L,33%
Asey Composite Index B1l8.14 £2.10 +0,26%
Rusgeall 2400 Index 457 .03 =3, 75 -0.81%

To peracnalize thizs e-mall wich your own investssnts, sign up to add vour portfolic.

http:/ /moneycentral omsn.comyinvestor/invsub/alerts/ppemail .asp

*4 MESN Money Community #**

Discuss the hot topic of the day on the message beards, Chat with CHBC perscnalities and
investing experta, or poat a guestion for one of our other financial experts.

htep: ffmoney . man. comncommunicy  /highlighes asp

Market Summary (as of 12/3/2001 16:00 hours ET)
http: //moneycentral . msn . comfarticles/commeon/ summary . asp

Bush, Greenspan digest dara
Provided by MSM Maney

Investors oxited a blockbuster Kovewber atock market by selling stecks in virtually ewvery
gector Monday. Vioclence in the Middle Eaat, coupled with mixed economic data, conspired to
cake the Dow industriale, the Wasdag composite and the S&P S04 indices each down abouts 1%,
Pregident Bush and Fed chief Alan Greenspan bad lunch together today, Issues on the menu:
Manufacturing activity wasnft as bad in Hovember ag it had been in October but the secktor
remains in contractbion mode; U5, construction spending rose for the [irst time since
April; perscnal income remained flat in October, though spending rose.

The hesvisst dish, hewever, included international slements: Argentina Tarael launched aly
strikes ar Palestinian leader Yasser Arafatfs helicopter base in the Gaza Strip in
retaliation for a recent wave of suicide beombinga. Prime Minister Rrie]l Sharan, in a
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speech, blamed hrafat for a what he called a war of terrer. Meantime, Argentinags currency
and banking crisis contlnued to fan fears specifically about a major debt defawlt, and
general about glebal economic unreat,

The acock-market reaction to all this: moet sectors registersd in the red coday, led by a
i% drop for both networking and Internet stocks, Wall Strest®s most actively traded shares
were also mostly down, including those of Cisco Systems, Sun Microsystems and Oracle.

Enron stack risss

The Enron watch continued to focus on fallout at other firms. As the energy-trading
company puraues bankruptcoy, damage filters ocut far and wide,

Chubk, For instance, haa an d2-cents-a-share exposure to the situation in the form of
surety bonds issued to Enron. And John Hancock expects a fourth-gquarter write-down of $100
million to 5125 million due Co lte Enrom exXposure.

Enran itaelf actually saw its shares rise today, having fallen so low that some vulrore
invesztare bet on an eventual recovery.

FPull day's coverage: htop://moneycentral.msn.comfarticles/common/summary . asp

Today's update brought to you by MSK Money -- The best place to lnveat,
http:/ money  man. comn

Ta unsubacribe from the MSHW Monsy Market Summary Emall oo to
http:/ /moneycentral .msn. com/Comeentery/ or reply to this message and type "Unsubscribe® in
the subject line of the message. Thank you.

This email was aent te:  ken.dam@do. creas.gov
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Dam, Ken

—
From: Sharer, James
Sant: Monday, Decamber 03, 2001 515 PM
Tas _ DL _Marked Group; Andress D, Sacher; David Griffiths; Eric H. Oto; Jay Hoffman;
Lundsager, Meg, Philllppa Malmgren, reldip;, Shevin, Thomas: wallang, wayneea
Subjeck: Financial Markais Might Repaort 1273001

- W5, equities close weaker, worrles on Enron exposure.
= Treasury prices strengthen on weaker aquities, rising tension in Middle East.
= The dallar firmed against the major currencies, supported by strong U.5. economic data.

L5, Markets

L5, equity markets closed with moderate losses in active trading, pressured by weakness in financial and nsurance
issuas, J.P. Morgan Chase and Citigroup weakenad on concams over landing exposure to Enron. Enron rose 54% o
F0.40 after declaring bankruptcy and firing 4,000 employvees in Houston, Dynergy fell 10% to $27.17 on news of a $10
hillion Eawswit from Enron. The waorst stock performers were electrical equipment, financial, enfertainment, bank,
communication aguipment and computer issweas,

Treasury coupon pricas wera up 108 to 172 point in relatively light trading, mainly reflecting weakness in the U5, equily
rnarkoet, th Dankrepbcy af Enron, concern over Argenlina’s inancial situation and rising lensions in the Middle East.
Treasury auctioned foday $16.0 billion 3-month and $16.0 hillion &-manth T-bills to raise 57,726 billlon new cash, The
results ware as follows:

J-maonth T-bill awarded rate: 1.735% Coverage ratioc 1.71 times

G=manth T-bill awarded rale: 1.785% Coverage ratioo 1.48 timas

The 3-month ewarded rate was the lowest since 1958 and the B-month awarded rale was the lowest on record.
Separately, Treasury announced it will auction tomomow 3190 Gillion 4-week T-5ills 1o be issued December § and ralse
3.0 ballion new cash. In W trading lhe nenw bills ware bid at 1.78%.

The Decembsar Fedaral fumds fufures confract was unchanged at 1.84%, while the Janwary and Februarny confracts fell 1
bps and 2 bps 0 1.77% and 1.71%, respeclvely.

The January crude oil confract roge $0.65 to 520,09 a bamel following lsraeh refaliation for a weekend terrorist atfack.
The January natural gas condract felfl30.07 to $2.63 per milllon btu, Spot gold rose 32,85 1o 3277.30 an ounce on
escalation of hoslilities in [srael.

Global Markots
The dollar appreciated 0.5% against the euro and was 0.6% firmer against the yen, suppered by stronger-than-expeched
U.5.economic data today. The dollar was littke changed against the British pound but 0,79 firmer against the Swiss frane,

Latin American equity markets closed firmer, with the Merval index rising 6.1% and the Bovespa climbing 3.1%. Tradars
seamed to welcome Argantine efforts to stem a run on the bank systemn. Forward painis on 1-menth and 1-year
Argentine pase MDFs were quotad at 875 and 6000 respeclively. Filch cut Argentina's soveraeign debt rating to DDD from
C. Brazil's real fiemed 1.8% to ils highes! level since late July, aided by news of a 3288 million trade surplus in November,

The EMEI+ spread narmowead 20 bps to 1048 bps over the comparable Treasuries. A number of other EMBI+ sub-indexes
also narrowed, induding Argentina (-204 1o 3168), Brazil (-531 fo 925) and Mexico (-4 to 353). The Turkey aub-index
edged up B bps 10 792 Bps,

Tomorrow's Events: Time Consensus Expectation Previous Period
JPM BOJ Minutes of Ol 20 Meating
EUR PP, Oct. «0L4% mim 0, 1% mim
EUR Consumes Confidence, Moy, =12 -1
EUR Unemployment, Oct. B.4% B.3%
UK House Prices, Moy, +0,2% mim <0.5% mim
[aSs, TR
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Dam, Kean

— — — —
From: Bymne, Kathlaen
Sank; Friday, Movember 30, 2001 5:48 PM
To; _DL_Market Group: Andrew D, Sacher (E-rmail); David Griffiths; E.A. Wayne; Eric H. Oifto (E-
mail}; J.P. Reid; Jay Hoffman; Meg Lundsager; Philippa Malmgren; T.d. Shevlin
Subjact: Global Markel Developments, Week of Mov. 26-30, 2001

This week, market participants mederated their expectaticas for near-term U.S. econoamic recovery as well as their risk appetiles, factors that
weighed on the dollar and selected equity markets and tended w0 support boads. Alongside these factors, a plethor of dowvish comaments b
Federal Beserve officials also increassd expectations for further monetary easing by the FOMU in December. In terms of specific events, the
week was perhiaps most nolewarthy for the downgrade of Enron Carparation and the long-awaited downgrade of Japan”s sovereign debd
raling.

P ——————rrT T T T L L L LT R TR LR L L LR L LR ek whdhEd

Mext week is an important eae for LS, dsta . including Friday’s relcase of the Employment Beport for Novembser, which comes just abwead of
the Decermber 11 FOMC meeting the following week. 1n addition, the Bank of Enghand ard ECB will held policy meetings.
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muﬁ“ - R —— — —
Froim: MSH Manay Updale [I.‘IBHMmyUpdal&_ﬂH1923@ms-munaymntml.:usmmr—anail.m]
Sent: Thursday, Movernber 29, 2001 5:48 PM

Ta: kan dam@do. freas. gov

Subject: Blig finish follows mixed maorming

ErEETEaEEET TS TS EEEE EEES ST aAaAESSS oS TEEmE= EaDET-ToDrEEmasESIE
Receive the shanced market report in HTML - Simply signin and select “HTHML"
http;jfmnngy:entral-msn.cunjcmmnenterjnpniqnu-asp?raturnURL=fcumc=nt=rfemail,asp

---‘.l:.'.Tl-------.:.l:-'.'-----l===:='-'----.-lﬂtt'-------‘:::“-—-
The fallowing data is best viewed in a Fixed Widcth font such as Courier.

Leading Indexeslas of 11/2%/2001 17:00 hours ET)
nttp;;fmnneyﬂannrnl.man.ccmfinvestﬁrjmarkctfleading.a-p

Quotes supplied by Standard & Poor's fomstock and delayed at least 20 minutes. Data
Source: hotp://wWw.spoomstack. com

Hame LEVEL CHANGE ¥Change
Dow Jenes Industrial Average . B29.42 +11T7.8& +1.21%
5 & P G00 Index 1,140.20 +11.68B +1.04%
Hasdag Composite Index 1,933.3% +45.29 +2.40%
Amey Composite Index B13.39 w5 40 «1.17%
Pussell 2000 Index d63 .33 +9.61 +2.12%

To personalize this e-mail with your cwWn ipwestments, sign up to add your portfolio.

httpaffmnmey:entral.msn-:nm#inyeatnr!invauhfalc:tufppemail.alp

== MSH HMoney Communicy #4

Digouss the hot toplic of the day on the =essage boards, Chat with CHBC perscnalities and
investing experts, of post a guestion for one of pur ather financial experts.

http:jfmnney.usn,cnmfcﬂmmunity!hignlights-asp

B i

Market Susmary [as of 11/29/2001 17:00 hours ET)
http:jfmgngy:entral.msn.tnmjarticl=uf:ﬂmmnnfaummary.aBp

Big finish follows mixed morning
rrovided by MSN Honey

Inveators are working hard to beliewve in an poonesic rebound ... hard encugh today to
reverse a two-day slide. The Dow, Hasdag and 5&P indicea all closed higher after a labe-
day rally lifted the Dow industrials by triple digits.

A trio of econemic reports guided trading. Orders for durable goods surged a record 12.8%,
though they were heavily skewed by rebounding orders for aircraft and defense materials.
Galee of new homes rose modasely in Ootaber, indicating that housing remaine the economyfs
gtar sector.

And vet inm the dayEs most troubling development, joblegeness persisted to climb, with
eontinued unemployment claims posting their biggest one-week rise in 27 years. In
aggregate unemployment pumhers, itks 1982 again. For the latest in pink slips, see MSNBCAS
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layafl list.

The late rally was pushed in part Dy President Bush&s optimistic afterncon assessment of
progress in the war on terrgrism. hnother bullish factor: cautisusly optimistic comments
from tech company pregenters at a CF First Boston analyst conference.

Following the flameout

The Enron flamesut got eoven messier today, as the cratered stock caved even further and
hankruptey procesdings appeared imminent. If Enren -- with ira 561.8 billicn in assets --
files for bankruptcy protection, it would be the largest such filing in history.

collateral damage is mounting as well, with Enronks trading partners and lenders, such as
fitigroup and JF Morgan Chass, on the hook Lor huge sumsa. MSH MoneyEs Jon Markman explores
the Enron implications and altermatives in a4 recent column,

The collapee is causing lawmakers and others to begin exploring exactly what happened. Ko
doubt one prime witness would be Jetfrey K. Skilling, Enronfe ex-CE® who quit just three
months ago. His reasoning then, acgcording to a Businssaweak story: "Hey, there's a lot

more te 1ife thar just working." The company, he insisted at the time, was in fine shape.

Full day's covarage:! htcp:ffmnneyfentral.msn-Cﬁmfarticlnsi:ummﬁnfaummary-aap

I:.I:.'--r----‘:====:7----Hl-IT-I:.—-------i-:-l:-'I'-F----=======.'|'---
Teday's update browght to you by MSN Money -- The best place to invest.
htep: / /money . men . Sam

To unsubscribe from the MSH Money Market Summary Email go to

nttp;jfmnngycentral.mnn.camfcnmcunt&rf or reply te this message and type "Unsubscribe" in
the subject line of the message. Thank you.

e ren————y_tt E LT E LT T LR DL bbb LR b bl bbbl E b L sl mmEEE===

This smail was sent to: kKen.damddo.treas.gov

Q0100000000921



TN

POjIA SNOLATI] o Epaad g snsuIsua ) I IRIUAAT S AL 0ID ],

RIUOALI-G O < £ XU 31 Fas0 (5 A4

o puel g 101 Ay ayeraasdap on PR Ay 1o) FUIK00| WOU B SIEIU0S MUOS [RAL UELLZEIE ) WOl nep-op-aead £3Uaun
Funuaogiad js10m PUOISS 10 211 AL SLNST MOU PUES SU 3A00 5 ARpO) gAY CPURL a1 T0F 1951 0U PRI UG [RIUI3 )

PIES TUDMOQRY JOWIA0N VS 138 “5E b Ag PIEadap JaAmol] “PUEd UEILIFY YInog 24| "CRTL W) JERH o) “pajaadya
JAEL S URR) JANJIES 100 & “SRPO) FUnR uua-| S ey ymoy papeiddn ospe §APOOJN T W) CREH 01 ABpO) SUNEL WL-|

5 Elssy Jo apeiidn s Apoopy Furwoqoy sdg 9o, o sdg § Fupsowren “Aepor pauuopadine wauodwoa-gns 4 JEINT URISSAY 34|

punEafay 1340 ssausnoAsa pue Furye 1osd uo ayeam s £ | S0 pIp puog 1 (e

A aaanmoy {[Easp ME1Y uE jo JUaA M) UL A[[RIUBISQNE SA1E] AETEL 0] IARY pINOM WO 2 12adya s1amuod AlE)
paduRyDd (1] J3M SATEL PAEP-LIONS ST Al Xy S EuuaENy u UL TSI WS INOGE WDIU0D J0 YIE] B ISITINS

0S|R S3IRE 1S3IAIUN URLIZEIE (1207 G0 A (F'7 0 uoneasdde (B RUNSEIAING 51 qUEQ '§T) DRIR| () PISIAAL 24 0] 1adxa
Kary youpsm “Aupop Suiing Je|[op oS FunaTig aouottio) uoeadxs sammng (e 0P “A0N 1 1B PA0U SIHI0 JISASMOH
My Noge sumouna uo Juldpsy Mreaodios dn-paddags o aaow ag TUINQUITTE SI9EIUOD FUOS I 30T pareraadap peas
uRijizRlg] AL PAAR|AP SEM PIE B 4 SUDUEUY SANTLAE J23S PN0M 3T TRY) PUE TISWASINGSIE 23] 34 Aepap 1ou s 4N
Al PAIMS SINLIOEINE JUNUDTIY "Pasold 12T I 1Y IL00E 18 pasod Jle T EMAAG 290 PUE S50 T 1R A0 YIuoL= | 4]
uo patk pardun oy tsdq TE2E T S IEE AR 24 - Smo) ARP SU) IR PASD|D S13S58 AUNUATLY JWENET] SINJBLY [EQOIT

CAIAADIZ HTOU0

g7y 20 o futaud awos Funsafing ‘sdg pR1 01 sdg ] PAROLEL SIIENUDD SN} SBOPOING ZONE 3] PUE HEL AL UIRMIEG
peaads At ] AN spung Spcs | B 01 Funasw DO Y| 29g) 3441 na sdg o e ul Fuianad £ png sowe ‘sdq ¢ (|a) aning

pung pag aag] ;YL PRl sy Iejopony pue pun Pag CSIANITL JIP3LD Ul E30mM S WO0IUE Jo pausdusr an)) InogR PTG
uonepraads pue sood pauEwz) AUpmbi -aaina g Funadass aand uodnos sy ssose sdq 61 01 |1 17 spIAIE nseal],

FuyFiamal DS 5,M0L0L0L 01N PIPEIL UOHUILE LN 3 ul paBuBLD N1 R0 SR TS

15 [IE A U0 SULIT] 0% J0) pua-18as [Blausdl) pue dras [Eao] 21day jo pua :xj pue sapinba dunaedun Sungsmaa
xapuf ende)y Sojue)g vERI0LY THM0P PAsIALL g 01 paadxa Jao 0 Y Lup payord Juaad v wodlomo ) —

-aay Sy sya0gs LAED saunsedl | Saanssaad Japin SIasse une -
IGZ ADN “Hoday BuisciD ey (2algng
aufep uaiBwmepd "pey ey ebespunibap ueuyoy SUYMD SOWD dUg SoamopieD eues maipuy dnoio spepy 1d =11
Wd #2550 L0OZ '8 squsnop “ABEpEnyl g
[ Bugald  rlodd

uay ‘weq

740 | 28ed

00100000000922



Tjo g adeg

o
a0
R ol i

Yalh
_”_.....c..w-_“.”_p

ot s

Y
Toro-
Fulh |-
e
Fal 0
g

R (0]
W (R
W ey

AON N 0FEND)

UOISIADI IS | JCI0Y 0 WRIPELE )
uoLstA 15| 4090 £0 ST

a0 unwAaduEaun yaual g

75 CA0p] “SaUd Smnsuos 040 |
qa0 ‘ot awdodwaun uedep

O/l

Q0100000000923



Dam, Ken

———
From: Byrne, Kathleen
Sent: Thursday, Nevembar 28, 2001 12:36 PM
To _BL_Market Group; Andrew D. Sacher (E-mail); David Grffiths; E.A Wayne; Eric H. Otto (E-
mail); J.P. Reid; Jay Hoffman; Meg Lusdsager; Philippa Malmgren; T.J. Shevlin
Subject: Market Moon, Moy 29th

-- Treasuries' rally continues on concerns over Enron, timing of U.S recovery. Dollar, stocks are better
bid, too, however.

U.5. Economy: Initial claims and help wanted data confirmed deteriorating employment conditions, while the
highly volatile durable goods series spiked much higher, with a reasonable improvement in ex-defense orders.
New home sales were very modestly higher, All in, participants have this week adopted a more tempered view
about the timing of economic recovery, and are currently pricing in a 75% chance of 25 bps of easing at the
Dec. 11 FOMC meeting. At this juncture, later contracts do not suggest further easing bevond Dec., or a refurn
1o a tightening mode before late Spring. (KByme, 2-2054)

U.5. Treasuries: Prices rose further following the release of weaker-than-cxpected labor market data and on
some continued concern about the repercussions from Enron's woes, Today's NYT reports Enron had to
liquidate substantial positions in Eurodollar interest rate futures -- causing some dealers to describe Enron’s
collapse as a mini-LTCM and wonder what other positions Enron might still have on. While the rest of coupon
curve is steeper, 2-year note is underperforming, reportedly on profit taking by hedge funds and on some talk
Fed Gov Meyer's comments carlier this week may have been taken out of context. Several dealers noted today's
buyback as a factor providing support to longer-dated Treasuries. All dealers continue to describe liquidity
conditions in the Treasury market as "terrible,” due to hmited risk appetite and high volatility. (JCetina 2-2017)

LS. Equities; Some contacts noted a moderation in bearish sentiment afler a two-day sell-off, and admitted
that L5, indices may have been over-bought and technology share price/earnings ratios, over-stretched. In that
context, evidence of sluggish U.S. performance and financial fall-out from Enron's difficulties had given
investors an opportunity to take profits, whereas today, stocks are currently bid on durable goods orders and
new home sales data insofar as the releases did not contain negative surprises. (KByme, 2-2054)

Foreign Exchange: Dollar is off overnight lows against the major currencies, in what traders continue to
categorize as relatively light volumes, Most view the general weakness of the dollar this week a5 a correction,
not a fundamental change in market view. Participants remain reluctant to make directional calls on the curo
vs. the dollar, until more solid economic data becomes available. In contrast, the fundament view on the yen
appears to be distinctly negative with participanis wondering when (not if) the ven will fall to 130, (LQuinn 2-
q9122)

LatAm: Intoday's FT the Argentine central bank's Blejer stated bridge financing was being looked inte to
meet year-end debt payments but expressed confidence the IMF Q4 "disbursement would come.” Some
participants thought the CB might provide direct financing to the GOA if the IMF does not disburse funds in
Dec. The CH is already an indirect source of funds to the GOA via its repo activity to state banks, Other
contacts thought the GOA might force local corporates to buy a "patriotic bond” as a bridge. The Argie EMBI+
has widened 211 bps to a historic high of 3,202 bps. Dealers cite several factors weighing: concern about shaky
IMFE support, expected weakness in Nov tax receipts; the conclusion Friday of the local swap; and the
impending reduction in Argie bonds from the EMBI+ index post-local swap, Concern about Argie's currency
board also continue to mount. Implied yields on one-month Argentine NDFs have risen further and now stand
at 150 and ovemight peso rates are at 200%, Some contacts note deposit data released last night for Monday
showed early redemptions of CDs, suggesting capital flight may be poised to accelerate. {JCetina 2-2017)
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Today's Events: Time
Consensus Expectation
Us, Inmittal Jobless Claims, week ending Mov, 24 E:30AM
438 K
US, Durable Goods Orders, October , m'm B30 AM
2.0%

Durable Gomds Ex. Defense

Durable Goods Ex. Transportation
US, New Home Sales, October 10:00 AM
LREN 4

e

Fis 0N [

Actual

488 K
12.8%
5.6%

34%
BED K

Previous Period
434 K (rev. from 427 K)
.9.2% (rev. from -8.5%)
=105 (rev, from 9.2%)

=6.4% {rev. from -5.5%]
8T8 K

00100000000925



Dam, Ken -

S ——
From: Byme, Kathleen
Sent: Thuraday, Movembar 29, 2001 7.58 Al
To: _DL_Market Group; Andrew D. Sacher (E-mail); David Griffiths; E.A. Wayne; Eric H. Otio (E-
mail); J.P. Reid; Jay Hoffman; Meg Lundsager; Philippa Malmgran; T.J. Shewiin
Subject: Markel Morming Reporl, Nov 28th

.- Prospects of Enron's imminent collapse, concerns about U.S. economy and possible action in frag weigh on
dollar, and selected stock marksts.

Foreign Exchange: Dealers noted confusion and re-adjustment in fx markels loday, as the Beiga Book's confirmation af
a stil-weak U.5. economy and the specter of Enron's demise weighed on sentiment towards the U.5. and reduced the
chanoces of near-term dollar appreciation attendant with MSCI's reweighting. Short term participants cut back on long
dollar pesitions put on in anticipation of MSCI-related flows; for the first time in seven sesslons, dollarfyen dipped below
the Y123 laval. Euro/doltar is curenily festing the $0 8900 level Our contacts cited model-driven buying of eurcs and
also noted that a key technical level in aurofyen (Y109.50) held. The ECB's Welteke said "when you lock at purchasing
power ... then | have a fesling the yen is overvalued and the euro is undervalued. \We are interested in a strong value of
the ewra .. " The MOF's Kuroda agreed with Welleke that the ewro is undervalued,

Japan: Despite a further slump in industrial output, JGB yields rose 2 to 4 bps across the coupon curve, impacted by
eoncerns about potential sales 1o offset losses on Enron bonds. The Nikkei firmed somewhat, howaver, as invesiors
shified into defensive stocks. The BOU policy board laft policy unchanged, as expected, but EconMin Takenaka and Vice
Finhin Muto urged the ceniral bank io consider purchasing foreign bonds, with Muta noting “that [optien] is the same as
currency intersention.”

Emerging Asia: Slock markets in Singapore and South Kerea in particular declined from the prospect of Enron's
bankruptcy. The Phillppine market rose uday on betler than expected GOP data (2.9% yiy), and s notably cutperforming
in thee region on the weak (+3.7%).

Emerging Markets: In emerging Europe, the marked underperformance of Turkish assets reflected concern over a
polentlal military action in Iran, Turkey's neighbor, as well as Turkey's hardened stance ahead of talks with Cypriot
authorities next week. Against this backdrop, the release of the latest IMF loan franche far Turkey elicited litle reaction.
Argentine bond pricas are somewhat lower {(EMBI+ sub-index at 3000} bul the Brazilian real is significantly weaker.

Commodities: Oil prices are litle changed 1o firmer, refecling & very subdued market as companies review thear
axpasure 1o Enron Corporation and awail its imminent fnancial collapse. Dealers also remain vigilant about Russia's
infemlicns to adjust output but now appear confident of smooth fiow from Irag.

U.5. Assets Overnight
Front-month fulures coptracts for major U_S. stock indices are somewhal higher, conveying lithe aboul the likely direction

of prices at the New York open. U.S. Treasuries are rallying across the coupon cune in anticipation of weak initial claims
and durabla goods reports later this morning.

Today's Events: Time Actual Pravious Pariod Consensus

Expectation

Japan, Indusiral Productian, Oclober =0,3% mim -2.8% mim -0,9%

mim

Japan, Vehicle Exports, Octobar 4.4% mim -5.0% wiy

France, Business Conlidence, November B9.0 3.0 g2.0

ttaly, CPI {harmenized), Movember 2.3% 2.5% yly 2.3%

yly

UZ, Initial Jobless Claims, week endging Nov, 24 B:30AM 427 K 43A

K

LIS, Durable Goods Orders, Oclobaer A:30 A0 -3.5% 2.0%
Flero AR pof
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Dam, Ken

— —
From: MSM Money Update MSNMoneyLUipdate_03 1844 ms-rmoneycentral.customer-emsil.com]
Sanl: Wednesday, Movember 28, 2001 553 =T
Ton kan.damgdo treas.gov
Subject: Enron injures shaky rmarkel

====.-‘.'-------l..:::==T|-'--------:--‘r-"---------—'=======
Eeceive the shanced market report in HTML - Simply signin and select "HTHLY
http:ffmaneycantrnl.m-n.:amfﬂnm:antnrfuptiﬁma.asp?rnturnUHL-fCﬂmEEDt!rfﬂmﬂil-EEP

The following data iz best viewed in a Fixed Width font such as Courier,

Leading Indexes(as of 11/28/2001 17:00 houra ETI
http://moneyeentral .mso.confinveator/market fleading.asp

fuotes supplied by Standard & Posr's Comstock and delayed at least 20 minutes. Hata
Source: RUhps f/wew ., speomstock . oom

Nase LEVEL CHAHGE #Change
Dow Jones Industrial Average %, T1L .86 =160.74 -1.63%
5 & P 500 Index 1,128.52 -20. 9B -1.B3%
Nasdag Composite Index 1,BE7.57 -48.00 =2 . 4E%
Amex Composite Index 833,589 =4.17 -0 .52%
Fusgell 2000 Index 453,70 =7.01 -1.52%

To persenalize this e-mail with your own investments, gign up to add your portfollo.

http:ffmaneyc:n;rul.man.cnmfinvestarfanaubfalcrtsfppemai1.aap

#% MEN Money Community *+

Discuss the hot topic of the day on the mesgage boards, Chat with CHNEC persenalitcies and
investing experts, or post a guestion for one of cur other financial experts.

http:/ fmoney.men . comf community/highlights.aap

e S PR R TR W W e S

Market Summary i{aa of 1172872001 17:00 hours ET)
http:ffmnnayccntral.man.camfarticlcﬁfEﬂmnﬂnfsulmar?-ﬂsp

Enron injures shaky market
Provided by MSH Money

Lisren carefully, and you can almost hear inwvestors' confidence in a guick recovary
cracking.

£P>

The Dow, Hasdag and S&P 500 all tumbled in Wednesday trading. With signs of an economic
rehound few and far between, Dow 10,000 suddenly seems miles away. Only yesterday, the
index came within B points of that magie five-figure mark. Today, just a handful of the
Dow 30 astocks posted gains,

'{P?
Federal Reserve officials spooked the market with talk of further interest rate cCuts. With
rares so low already -- the Ped funds rate is 2% -- the central bank's signals are

starting te emack of desperation. And yet, what can they say? Thelr own fBgige Baokd
1
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report on reglonal economies offered litele cause for optimism Wednesday aftermcon,
showing that the slawdown deepened in most regions in recent weeks; luxury sales have
suffered, though discounters have seen increasing demand.

L=k
SThere are wmore aigns of weakening than strengthening,& UBS PaineWebberfs Art Cashin told

CHEC from the New York Stock Exchange floor, referring to the Fed report. Cashin alao
noted that the FedEs apparent lack of effect on the economy throughout 2001 ia arauvging
fears that wefre confronting &a different kind of phencmensnd during this business cyole,
And finally, Cashin said investors are openly fruatrated with a dwallowing® federal
stimalus effort.

E3=E]

Full day's coverage: http://seneycentral.msn.com/articles/commen/summary.asp

Today's update brouwght to you by MEN Money -- The best place to invest.
ﬂttp:ffnnn:y.nsn.ﬂnm

To unsubscribe from the MSHN Money Market Sunmary Email go to
Btip://moneycentral .man. com/Comcenter/ or reply to this megeage and type *Unsubscribe* in
the subject line of the message. Thank you.

This email was sent tor ken,dam@do.treas.gov
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Dam, Ken

—— — —
Fram: By, Kathlaen
Sant: Wednesday, November 28, 2001 5:03 PM
Ta: _DL_Market Group: Andrew D. Sacher (E-mail), David Griffins; E.A. Wayne; Eric H. Otto (E-
mail); J.P. Reid; Jay Hoffman; Meg Lundsager; Philippa Maimgren; T.J. Shevlin
Subject: Closing Global Financial Markets - November 28, 2001

- S&P and Moody's downgrades of Enron’s corporate rating to just balow default status around mid-day was 8
focal point of financial market activity in the afternoon.

— The Fed's Beige Book confirmed persistent economic weakness in the us.

Foreign Exchange: The dollar closed weaker against all major currencies, weighed down by doubts aboul nesar-term
recovery prospects in the U.S. and a second day of decling on LS, eguity markels.

U.S. Treasuries: Treasures partially retraced earlier gains after a poorly-received $21 billion two-year aucion welghed.
Supply concerns also waighed after White House Budget Director Daniels opinad that the U.S. federal budget would not
return 1o batance before FY 2005, Coupon curve sieepening eased somewhal laler in the day, with the 2-to-30 year
spread closing only 4 bps higher and the 2-1o-10 year, 2 bps higher. The steepening reflected this week's devish
comments by Fed officials, a flight-lo-quality in Bght of Enron's problems and declining equity prices, and this aftemoon,
the Beige Book's confirmation of a still-weak U.3. economy.

Analysts noled the large size of today's two-year auction vis-a-wis the higher-than-expected yield of 3,008% (versus
projections of 2.99%) and a very kow bid 1o cover ralic of 1,51, vresus an average 2.47 bid 1o cover in the past len
auctions.

U.S. Equities: Major indices extended thair losses in afarnoon trading, as the specter of Enron’s imminant financial
enllapse weighed on financial sector shares, espacially Clegroup and JP Morgan.

Argentina: The implied yield on one-month Argentine peso NDFs moderated anly slighily in aftemoen trading to 115%
bul participants continue ko question the viabdity of the couniny's exchange rate regime and withdraw deposits. The
central bank's intermnational reserves fell 1.1% belween kast Friday and Monday to $21.029 billion, and bank depasits for
the same fime frame fell 0.08% to $72.407 billien. This aftarmoon, Argentina postponed the start of of the provincial level
debt swap, and will now take swap offers up until December 7.

Commaodities: Qil prices ralied briefly on growing speculation thal Russia will cooperale with OPEC in cutting outpal bo
stabilize the markel. Participants appeared to cover shorl-positions but profil-laking left prces on the front-monli Mymes
contract litle changed and on dated Brent, somewhal |ower.

Tomorrow's Events: Tima Actual Previous Period Consensus

Expectation

Japan, Industrial Production, October =2.8% m'm -0.9% mim

Japan, Vehicle Exports, Oclober =5.0% yiy

France, Business Confidence, November 83.0 fz2.0

Itaty, CPI (harmaonized), Movembar 2 5% iy 2.3% yly

US, Inilial Jobless Claims, week ending Mov, 24 42T K 438 K

S, Durable Goods Orders, Colober -8.5% 2.0%
Pyl BPM e
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Dam, Ken

— — —
From: Byrrie, Kathlean
Sent: Wadnesday, Novembaer 28, 2001 1:02 PM
To: _DL_Market Group; Andrew D. Sacher {E-mail); David Griffiths; E.A. Wayne; Eric H. Otio (E-
mail); J.P. Reid; Jay Hoffman; Meg Lundsager, Philippa Malmgren; T.J. Sheviin
Subject: Market Noon Report, Nov 28th

— S&P's, and now Moody's downgrades of Enron are weighing on .5, equity markets and, among other
factors, giving Treasuries a Might-to-quality bid.

— Investors focused more acutely on Argentina's peg.

U.S. Fixed Income: Treasuries extended their rally today with the short end of the coupan curve
outperforming, steepening the curve. Some dealers noted yesterday's weak consumer confidence data, dovish
comments from Gov Mever, and increasing worries that the economy may not be recovering near-term as
factors bolstering Treasury prices. Mid-morning news that 5&P downgraded Enron to junk grade helped the
short-end extend its gains though some dealers said the impact of the news on the Treasury market was unclear
- i.e., were accounts unloading Enron and buying Treasuries or was Enron itself engaged in transactions in the
Treasury market. Dealers note liguidity in the market remains poor and volatility remains high, worringly near
LTCM levels. At | p.m. resulis of today's $21 billion 2-year note auction will be announced, In WI trading the
2-year nole is currently priced at 2.97%. {JCetina, 2-201T})

Enron: S&P downgraded Enron by six notches to B- from BBB-, bring the company's debt to junk bond status
and just one noich above default grade. S&P also suggested that the bankrupety of Enron is a "distinet
possiblity" if the merger fails. Enron bonds fell 30 to 40 points in price terms this moming following the
downgrade with dealers noting substantial forced selling of the bonds as a result of the downgrade to junk.
Contacts report unsecured Enron debt is currently trading at $25.50. Other credits in the sector are reportedly
about 20 bps wider on the day in a defensive reaction. Moody's later downgraded Enron by five notches to B2,
citing concerns about Enron's liquidity, (JCetina 2-2017)

U.5. Equities: Concerns about the timeliness of LS. recovery and the durability of the recent tech rally
weighed on the Nasdaq today. S&P's downgrade of Enron weighed heavily on its share price, as the ratings
agency cited its own doubts about the completion of the proposed Dynegy merger. Market rumors that Diynegy
would withdraw its offer weighed heavily on financial sector shares, which led declines on the DIJIA and S&T
500. Following the subsequent downgrade by Moody's, the NYSE halted trading of Enron shares. (KByrne, 2-
2054)

FX: The dollar is off against major currencies in the wake of fixed income market developments here and
shroad. Key factors cited by market participants include the smaller than anticipated S&P downgrade of
Japan's government debt and growing doubts about the significance of the end of month MSCI re-weighting for
fx markets, (LQuinn 2-9122)

Latin America: Contacts look tonight for the release of deposit data for Monday, the first day after the central
bank capped interest rates that local banks could pay on deposits. The overnight peso raie has spiked to 97.5%,
up 5,250 bps, suggesting substantial deposit outflows, Forward points on Argentine NDFs continue o move te
the right with the implied yield on the one-month now at 118%. (JCetina 2-2017)

Commodities: Today's EIA stock data corroborated yesterday’s bearish API report and weighed especially on
the Nymex front-month contract, although prices have since partially retraced and continue to hold within
recent ranges as investors factor in uncertainty over Russia's intentions and the possible disruption of [raqi
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supply. (KByme, 2-2054).

Today’s Events: Time Actual

Expectation

Japan, Retail Sales, October, -4.9%

Furo-zone M3, October, vy ) 74%

Poland, Monetary Policy Council meeting (conclusion) 11.5%

(150 bps cut)

§21 billion 2-year note auction

Fed Beige Book 2:00 PM
[Ss S L

Previous Period

-3.0%
7.6%
13%

Consensus
=3.5%

6.9%
11.5%
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Dam, Ken

—
From: MSN Money Update [MSNMoneyUpdate_031760¢ms-moneycentral .customer-email com|
Sant: Tuesday. November 27, 2001 7:33 PM
Tao: kendami@do.treas.gov
Subject: Market dips, jumps, dives

S S EC DD DN assssEseEEEEETISSSSSSSSSSSSE DD D D e e

Receive the ehanced market report in HTHL - Simply signin and select "HIML®
http: //moneycentral .msn.com/Comcenter/opt ions . asp?returnlRLs/Comeenter/email . anp

L b b bbb b bbb 8 P8 PP T P TR e T TR ]

The following data is best viewed in a Fixed Width font such as Courier.

Leading Indexes(as of 11/27/2001 17:00 hours ET)
http://moneycencral .man.comn/investor/market/leading. asp

Qustes supplied by Standard & Poor's Comsbosk and delayed at least 20 minutes. Daca
Epurce: htep: [/ Swww, apoometock. com

Name LEVEL CHANGE iChange
Dow Jones Industrial Average 9,873.60 -1ip.1% =1.,10%
5 & P 500 Index 1,149.%0 -7.5%2 -0.6BY
Hasdag Compozite Index 1,935,984 =5.37 -0 2T%
Amex Compoeice Index BOE.16 +4 .18 +0 . B2
RBussell 2000 Index 460,71 -0.51 -0.11%

Te perscnalize this e-mail with your own inveatmenta, sign up to add your portfolio.

http: /fmoneycentral .msn,com/ investor/inveub/alerts/poerail . asp

®& MSH Money Commuanity =+

Discuss the hot toplc of the day on the message boards, Chat with CNBC perscnalities and
investing experts, or post a question for one of our other financial experts.

http: //money .msn.com/community/highlights, asp

E N N R S S e W W G e e o

Market Summary (as of 1172772001 17:00 hours ET}
http://moneycentral .msn. comfarticles/common/ summary . asp

Market dips, jumps, dives
Frowided by MSN Money

How much confidence do inwvestors have in the Dow 10,000 level? Apparently about as much
confidence ag consumers have in the ecaonomy.

After a down morming, the Dow industrials flirted witch flve figures again Tuesday. But as
s0on as the index came within eight points of hitting the 10k btarget, the Dow average
dropped like a rock, closing more than 100 peints off for the session. The Nasdag and S&P
Ll lowed suit.

One major driver: ccnsumer confidence., The Cenference Board, a New York research group,
said its much-watched index fell in Movember. That surprised econcmists, who had predicted
a jump. The figure fs important becauwse it can be a predictor of spending, and chus of
sarnings.
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on the other hand, thers was no evidence that the last remaining economic prop -- housing
-- is buckling. Sales of U.5. existing homes rose 5.5% in October, rebounding nicely Erom
its Sept. 11 afrershacks.

on the corporate fromt, America Online moved aome stock values with its announcemsnt of
big deals with Sprint and Level 3 Communications. The stock moving most was Level 3&s --
up about 15%.

The dayfs 10 mest actively traded atocks offered a mix of winners (such as Enron, which is
renegotiating its Dynegy deall and logers (such as Amazon.cam, a victim of growling retail
salea fearsl.

Full day's coverage: http://meneycentral.msn.com/articles/common/Bunmary .asp

Today's update brought ©o you by HSN Money -- The beat place to inwvest,
http://money . msn. com

To unsubscribe from the HMEN Money Market Summary Email go to
htep://moneycentral .msn, com/Comcenter/ or reply to this message and type "Unsubscribe" in

the subject line of the message. Thank you.

Thia emall was sent to: ken dam@do. Creas.gov
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Dam, Ken

From: Byrnie, Kathlesn

Sant: Monday, Movember 26, 2001 12:18 PM

To: _OL_Markst Group; Andrew D. Sacher (E-mail); Dawid Griffiths; E.A. Wayne; Enc H, Qtta (E-
mail}); J.P. Reid; Jay Hoffman; Meg Lundsager; Philippa Malmgren; T.J. Shevlin

Subject: Market Moon Report, Nowv 26th

- Trading in various asset classes continwes thin and quiet after holidays in the U.S. and Japan.
— In foreign exchange markets, MSCI's global stock index reweighting later this week remains the focus,

Foreign Exchange: Dollar modestly stronger over the moming in light trading (average for post-Thanksgiving
week). Market focus is on the week-end MSCI re-weighting (which will be dollar and sterling positive), with
lingering suspicions regarding future Japanese foreign bond buying fx policy. Market participants report
dwindling liguidity conditions as investors, seeking 1o preserve profits, sideline themselves, (LOuinn 2-9122)

U.5. Equities: Dealers described activity as flat; the Nadaq has partiglly retraced from moming highs (reached
on gains in chipmaker shares) and other major indices are now trading in negative temitory, the latter weighed
on by declining oil sector shares. Participants remain focused on Enron after last week's 48% fall in its share
price, amid ongoing concerns that the company®s dwindling cash supplies could lead Dynegy to reconsider its
takeover bid. (KByme, 2-2054)

U.S. Treasuries: Treasury prices are higher across the coupon curve, with the back-end outperforming,
flattening the 2 to 10-year curve. The 2-vear note is trading special in the repo market (iL.e., rate to borrow
securitics from dealers is near zero) and the Fed conducted a coupon pass in the sector this moming, factors
normally supportive of price. Nonetheless, the 2-year note continues (o underperform modestly ahead of
Wednesday's auction and gains in stocks as well as talk that a recovery could come as soon as Q1 '02. Dealers
report good volume and note from a technical perspective Treasury prices look Lo be forming a base afler this
month's sharp sell-off. (JCetina 2-2017)

Interest Rate Futures: Marker participants widely expect the Bank of Canada to cut interest rates by 50 basis
points al tomorrow's policy meeting; the move is expected to weigh on the Canadian dollar, still trading near
all-timee lows versus the U5, dollar. In the U5, market contacts still expect another 25 basis poinis of easing
by the FOMC on December 11th, and attribute the recent rise in implied vields (that suggest a moderation in
cxpectations for monetary casing) to the recent sell-off in the ULS, Treasury market. (KByme, 2-2054)

Europe: European bourses closed unchanged to lower, retracing earlier gains as the DJIA and S&P-500 traded
into negative territory. Euro-area government bonds extended their earlier gaing, in sympathy with price action
in Treasuries and weakness in stocks, steepening continential vield curves. However, the UK. gilt curve
fMattened on expectations that Chancellor Brown will cut the government’s growth forecast and raise estimated
borrowings in his pre-budget speech tomaorrow. (JCetina 2-2017)

Latin America: Dollar/real broke through a key level at 2,50, furthering gains in the real. An IMF team has
arrived in Argentina, EconMin Cavallo sad over the weekend he would like to use 33 billion in IMF money
previously approved to enhance the debt swap for other purposes. Despite this bearish news, hond prices are
higher, still dominated by technical factors - short covering and tightness in the repo market. (JCetina 2-2017)

Commeodities: Dated Brent's price slipped further, and Brent and Nymex crude futwres fell shamply during the
MNew York morning as dealers returned from the holiday weekend and reacted to Russia's offer on Friday to cut
production by a mere 50,000 bpd, Oil prices remain above recent lows however, after last week's spike in

L
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reaction o imitial perceptions of agreement among non-OPEC producers 1o cut production, but our contacts
predict new lows absent Russia's cooperation, (KByme, 2-2054)

Today's Events: Time Actual Previgus Period
Consensus Expectation

No ULS. data releases today

s

Py FGM DO k!

00100000000936



Dam, Ken

e ——
From: Sharer, James
Sent: Fricay, Novembar 23, 2001 1:26 PM
Ta: _DL_Market Group; Andrew D. Sacher; David Griffiths; Eric H. Otto; Jay Hoffman;
Lundsager, Meg; Philippa Malmgren, reidip: Shevlin, Thomas; wallarg, wavnesa
Subject: Financial Markels Afternocn Report 11/23/01

= .5, equities rallied in an abbreviated session.
«= Treasury prices were weaker as investors favored equities.
== Dollar strengthened against the yen and European currencias.

LS. Markets

LS. equity markets closed higher in light holiday trading, aided by gains in finance, auta and relsil stocks. O issues
recovered despile Russia's decision to cut oil production by onty a marginal amount. Enren closed down 6.6% to 4,68 on
concemns about the firm's financial condition and the Dynergy takeover. The NYSE closed aarly at 1 PM today. The best
stock performers wera financial, software, communication equipment, bank and oil issues, (JSharer 2-2042)

Traasury coupon prices were down 1/8 ta 112 paint in vary light trading, reflacting some profit-taking and strength in the
U.5, equity market. The Treasury cash market will close early at 2 PM for the Thanksgiving holiday, In Wi trading tha
Treasury 2-year noles were bid al 3.22%. The December Federal funds futures confract rose 1 basis point to 1,93%.
The January and February contracts were each up 1 bp 1o 1.92% and 1.91%. (JSharer 2-2042)

Commodities: The NYMEX was closed for the holiday. In very thin trading Brent crude prices dropped significantly on
news that Russia will cut production by only 50,000 bpd during Q4, dispalling widely-reporied views that a significant
agreement amang major non-0PEC producers was at hand. Russia's offer falls significantly short of Norway's 100,000-
200,000 bpd proposed contribution, along with Russia and Mexico, 1o meet OPEC's 500,000 bpd preraquisite cut.
(KByrne, 2-2054)

Global Markets

Foreign Exchange: Ina quiet New York session, dollar/yen traded convincingly above the Y124 level for the first time
sinca late July. Market paricipants especially focused on Financial Times articles in recent days suggesting the
possibdily of the BOJ purchasing U.5. Treasuries lo halp weaken the yen and increase domeslic liguidity. Our contacts
predict a significant weakening of the yen were Japan to embark on such a strategy. (KByme, 2-2054)

Europe: German bund yields retraced some of the earty maming declines to end the session down 2 to 3 bps. News of
weak German inflation data was partially offset by a recovery in the German equity market, The DAX closed up 0.5%
leday. LLE. gilt yields were aown 1 {0 3 bps, supported by a 1.0% dedline in the FTSE loday. [JSharer 2-2042)

Turkey's Mational 100 index was down 1.2% 3 11,719, while the lira was 0.4% firmer. The Turkish EMBI+ sub-index
narrowed 16 bps to 760 bps. (JSharer 2-2042)

Argantina: The EMBI+ sub-index & 63 bps narrower at 2061 bps as two mare Argentine provinces agreed to accept culs
in federal funding, even though participants' concerns about timely disbursement of the $1.3 million IMF {ranche remain.
Motwithstanding savings on debt servicing that will accrue from the current debt swap cperation (concluding November
30}, many contacts maintain that, despile government denials, the "zero deficl” pledge cannot be met without canceling
payment of year-and public secior bonuses. (KByma, 2-2054)

jid
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Dam, Ken

e — e —————————
Fram: MSN Money Update [MSNMoneyUpdate_031408@ms-moneycentral.customer-amail. sam]
Sant: Tuesday, Movember 20, 2001 &:08 PM
To ken damg@da.ireas.gov
Subject: Thankful investors lake profit
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HEW! Would you like to receive this message in HTHL inscead

of plain text?
hEdEh R R T AR ARATAARTAR RN AR A AR A AR b ek ke e ke AR A R R R AR e

Try the s=nhanced wersion of our market repeort mail. det the
latest repozt, index data and headlines. Sign in and select

"HTML" http://moneycentral . men.com/Comcenter/options.asp?returnlRLs=/Comcenter/email.asp

The following data is besr viewed in a Fixed Width font auch as Ceurier.

Leading Indeses{as of 11/20/2001 16:00 houra ET]
htep:/ /moneycentral .msn,com/ investor/market, leading . asp

Uuctes supplied by Standard & Poor's Comstock and delayed at least 30 minutes. Data

Source: htop://www. spcomatock.cam

M ame LEVEL CHAHGE
Dow Jones Industrial Awverags 9,501, 38 =75.08
8 & P 500 Index L,142.66 ~B.40
Wasdag Composlte Index 1,8B0.51 -53 .51
Amex Composite Index BE11.03% +8_28
Russ=ll 2000 Index 453 .90 -3._81

iChange
-0.75%
-0.73%
-2.79%
+1,03%
-0,63%

To perscnalize this e-mail with your own inveatments, sign up to add your portfolis.

http://moneycentral .man.com/ investor/inveub/alerte/ppemall . asp

*¥ MEN Money Community =+

Digcusa the hot topic of the day on the message boards, Chat with CNBC persanalities and
investing experts, of PoBL a questicn far ane of our other financlal experes.

http: /) /money.men . com/ community highlights. asp

Market Summary tas of 11/20/2001 16:00 hours ET)
heep: / /maneyeentral . men . comfarticles/ common/ summasy  asp

Thankful investors take profitc
Frovided by MSMN Maney

They =say the wild turkey is a clever bird -- elusive and unpredictable. S0, during this

Thanksgiving trading week, ia the market,

After locking onto a Dow 10,000 targes, investors have pulled back. The market officially
entered bull terricory (a 20% gain from recent lows is the measurel Meonday, enly to recoil
from the magic 10,000 level Tueasday. All three major imdices -- the Dow, Hasdag and Zap --

1
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gaw aubstantial dreps.

on the surface, analyste pointed to profit-taking to explain the dayEs pullback. Buk
deeper fears lurk. The post-Sept. 21 rally -- amounting to a 20% market gain -- has been
propped up by expectations of a 2002 recovery, perhaps even a sharp one,

Yet, evidence of such a turnaround remains hard to come by. Retail sales reports leading
inta the erucial holiday season donEt exactly suggest a bleckbuster season. Tech companies
continue to offer surky views of 2002 salas. hnd cost-cutting, rather than revenue growth,
continues to account for moat of any earnings gains posted by U.S. corporations.

All of the dayfs 10 most actively traded stocks ended in the red, led by Enron. The energy
inveatment firefs admission that it may be forced to pay down some big debts quickly sent
ite shares tumbling 22%.

Other actively traded losers: Intel, down 4%, and networking stalwart Clesco, off 5%. IcEs
hard to feel too horribly sorry for them, though, as mach of their sectors has seen
remarkable gaina {the semiconductor index is up over 42%, for instance! in the past two
manche.

Full day's coverage: http://moneycentral men. com/articles/common/sunmary.asp

Teday s update brought to you by MSH Monsy -- The best place to inveat.
http: /fmoneycentral .men.com

1f you would like to unsubscribe from the MSN Money Market Susmary Email go to
http: //money.man. com/invescor/inveub/alerce/ppemall .asp or reply to this message and type
*Unsubscribe" in the subject line of the mezssge. Thank you.
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This email was sent to: hken.damddo.treas.gov
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Dam, Ken

e — —
Fram: Sharer, James
Sent: Tuesday, Novermber 20, 2001 5:08 PM
Ton _DL_Market Group; Andrew [, Sacher, David Griffiths; Eric H. Otto; Jay Hoffman:
Lundsager. Meg; Phillippa Malmgren; reidip; Sheviin, Thomas; wallarg; waynesa
Subject: Financlal Markets Night Report 11720001

= U5, equities moved lower on poor earnings.
- Treasury prices waere waaker on profit-taking and strong economic data.
= The dollar weakened against the major currencies in light dealings, retracing yesterday's gains.

U5, Markets .

5. equity markets closed with moderate losses in moderate trading, pressurad by poor eamings data (Deere) and
weakness in the technology sector. The Nasdag index was off 2.8%. Enron plunged 22.6% to 7.01 after indicating that it
may run oul of cash before is iskeover by Dynergy Inc. can be completed. Dynergy fell 4.4% to 41.70. The worst stock
performers were semiconductor, communication equipment, entertainment, computer, telephone and software issues.

Treasury coupon prices were down 1/8 to a full point in moderate trading, mainly reflecting same profit-taking, rising oil
prices and a 0.3% gain in the Oclober leading indicators reporl. Treasury avclioned today 323.0 blllion 4-week T-bills to
be izswed November 23 and to raise $515.0 billion new cash, The resulls were as follows:

Awarded rate: 2.000°% Coverage ratio; 2,24 limes

The Treasury cash markel will close early at 2 PM tomarrow for the Thanksgiving Day holiday,

The December Federal funds fulures contract was unchanged at 1.92%. The January and February contracts were both
unchanged at 1.90% and 1.88%, respactivaly.

The January crude oil confract rose $0.72 to $18.15 a barrel an news that non-OPEC counlries may agrea to trim oil
production by 500,000 bpd. The December natural gas contract rose $0.06 1o $2.85 per million biu.

Global Markets

The dollar depreciated 0.5% against the euro and was 0.6% weaker against the yan. News that the PBOC was
mcreasing its euro foreign exchange reserves supported the single currency. The dollar was 0.7% weaker against both
the: Brilish pound and Swiss franc,

Latin American equity markets clesed weaker, with the Merval plunging 6.1% on concerns over the Argentine debt swap
and weakness in the U.S. stock markel. News that both the Argentine economic pelicy minister and the secretary for
state reform had resigned alsc weighed on financial markets. The couniry's intermational reserves fell 1.5% to $19.438
billion as of Nov, 16, a level held prior to the 34 billion IMF Septermbar disbursement. The Argentina EMBI+ sub-index
spread climbed above the 3,000 level, widening 36 bps fo 3068 bps. Forward painis on 1-month and 1-year Argenting
peso NDFs were quoted at 200 and 5200, respectively. Brazil's real weakened 1.3% and the Bovespa fell 2.7%, in pan
due to worries over Argentina. Chile's peso depreciated (.9% on concemns that Argentina’s financial woes may choke
imwestiment in the entire region,

The EMEI+ spread narrowed 13 bps to 1042 bps over the comparable Treasuries. A number of other EMBI+ sub-indexes
akso narrowed modestly, including Brazil (-3 to 525). Mexico (-15 1o 342) and Turkey (-8 to 770).

Tamorrow's Events: Timmz Consensus Expactation Pravious Period
JPM Industry Cutpul, Sepl. -0.6% mim =0.2%. mim
FRN Consumer Spending, Oct, =(0.1% m'm +0.1% mfm
GER IFD Business Climate Indax, Oet, B50 a5.0
US Initiad Jobdess Claims, wi ended Nov, 17 B:30 AM #6000 -3, 000 to 444 000
LS Umnav. of Mich. Consumer Sentimsent, Moy, 10 AR B35 B3.5 prelim,
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Dam, Ken

S — —— — —
From: Robarl.Elsasseri@ny.irb.org
Sant: Thursday, Movember 08, 2001 3:53 PM
Ta: andrew. jewelkido treas.gov. anna.corfield@do freas.gov, brian. roseboro@do.treas. gov,;

gregory bergerf@do. treas.gov; james. sharerdo. ireas. gov; jeff nutherfido treas.gov

jill.cetinag@do. treas. gov; joe.engelhard@do. reas. gowv; jotun, ralyeai@do treas, gawv,

john. talon@do. treas.gov; kathleen byrne@do. reas.gov, ken.damiddo.ireas.gov,

laig. quinm@do.treas.gov, mark sobeldo. traas.gov, meg.donovangddo. iress.goy;

paul. maleyiEdo.treas.gov, paul.oneillifdo. treas.gov. pater. fehenZdo.treas. gov,

ramin toloui@do. reas gov; shirley gathersi@do.treas.gov; suzanné. boughnen@do.treas.gay,
tim. adams@do. reas.gov; tim.dulaney@do. ireas gov, troy. wrayido freas.gov

Subject: Enron Update

W ]
Erwon da
Enron requires little introduction. The following analyais written by
Lorie Logan, Clivia Padilla and Mike gchetzel summarizes the blow to the

debt amd equity prices of Enron and other energy comMpanles, apd also
gxaminea the impact thus far on the ansogy trading markerCs,

iSee attached file: Enron.doo)
Bal Elgasser
Govermment Securities, FRENY

ronert . eleassersny . [rb.org
212, 720.1234
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Lovie Logan, ivia Padilla, and Mike Scheizel
Movember 8, 20401

Markets Group, Government Securities Stafl
{212) T20-1475, 1519, and 2153

Enron Asset Prices Plummet and Expectations of a Default Rise Amid Significant
Credibility Concerns

+ Enron share and debt prices have declined sharply following revelations that its shareholder’s equity dropped
significantly and the SEC opened a formal investigation inte transactions between Enron and the parinerships
headed by its former CFO.

+ Ratings downgrades of Enron's senior debt to two notehes above junk status and rumors that the company is
seeking @ private equity infusion have further increased concern about the company s near-term liguidity
position and a potential default.

# Spillover into the broader markets has reportedly heen limited thus far to the share and debit prices of large
energy merchants and power producers. To date, there has reportedly been little impact on irading conditions
in the commodity markets or nutural gas and electricity prices.

Enron’s asset prices have declined significantly since mid-Oxctober, when Enron first disclosed a $618 million third-
quarter loss and a $1.2 billion reduction in sharcholder’s equity., Additionally, the announcement that the SEC would
be conducting a formal investigation of Enron’s related-party transactions, as well as the subscquent downgrades to oo
notches above junk status by Moody's and S&F further weighed on mvestor confidence. Market participants are
particularly concemed as a downgrade to below invesiment grade status from Moody’s or S&P could reporiedly reduce
counterparties’ willingness to conduct business with Enron and could further lower Enron's ability to secure additional
funding. Enron’s share price has declined over 65 percent sinee mid-October, and is currently trading below $10 per
share for the first time in 9 years.

Enron's Share Price Declines Sharply,
Underperferming the Broader S&P Index
| Points

oy

— — e e e .- ;1m|
SRP Gas Subinde |eft scale) |

1200
SEPHE0 index (el scalke|

| B0 50
| %o Erwn [right scaka) kb
0 L 50
1-Meary 15-Jun 30-Jud 13-Sep -0t
* The price on Enron's benchmark bond (6 34 of 2009) has traded significantly lower since mid-October, with the

spread to comparable Treasurics breaching the 1,000 bagis point level. Once this occurred, the bonds have begun
trading more in line with high yield bonds and are trading on many distressed debt desks. Trading liguidity in the
debt has progressively worsened, with bid-ask spreads quoted anywhere from 1 peint for small tracdes to 3w 5
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points (100 to 200 basis points) for larger trades. For some perspective, a high quality, medium to large
investment grade issue could trade with a bid-ask spread of 5 to 10 basis points.

Enron Bond Spread to Treasuries (from JF Morgan)

| 3-months age 1-month ago | Today (11/07/01)
S-yedar +130 +2T0 41750 ]
[ (-year +160 240 +1440
30-year +190 +3200 +705

Spillover in the broader equity and bond markets appears (o be limited thus far to
power and utility
lower this year given
natural gas prices, concerns about Enron have weighed on the secior. Specifically, i

In the credit default swap market, which is used by market participants as a hedge against a credit event in &
specific issue, Enron spreads have widened significantly. The premium fee for Enron, which is based on an
annual percentuge of the par value of the security that is being insured, rose from 260 basis points at the beginning
of September to between 2,000 and 3,000 basis points today. Anecdotally, market participants in the credit
default swap market expect if a credit event involving Enson is to occar, it will happen in the next 3-months with
some suggesting that a 35 percent probability of an Enron credit event is being priced in.

large enérgy merchants and
companies, Market participants explained that while share prices in the sector have been trending
the political news surrounding the California power crisis and significantly lower electricity and
nvestors note uneasiness about the

extent to which such firms may be impacted through derivative and other trading-related exposures.

Index,

Shares of the large energy merchant companies such as EI Faso, Duke, and Dynegy are down 5 to 20 percent
since mid-October, Spreads on the benchmark bonds of such companies also widened anywhere from 1010 70
hasis points to Treasuries, but have reportedly since stabilized. Furthermore, many énergy COMpanies are
continuing to issue debt, with over $4 billion in the energy sector expected to price this week.

Global Energy Marchants’ Share Prices

100=101401

124

n

Dz 22 A nourcamin
ol SEC isvesligation

0
1-Jdan

15Feb  1-apr  I6Rby  30-Jun ldbug  28-Sep

0 been reflected in the credit default swaps of other large energy merchants, with
40) to 0 basis points since September. For example, the spread on El Paso
basis points, while the spread on Mirant rose 50 basis points to 400 basis points.

Some contagion effect bos al
premium spreads widening by
widened 40 hasis poinis to 320
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In the energy commadity market, traders report that trading in the natural gas and electricity markels remain
liquid, price volatility remains within normal ranges, and supply and demand fundamentals continue to dominate
price action. The CFTC also anncunced that it hus no indication of futures markets disruptions imvolving Enron Trading
Services, Enron’s registered futures commission merchant. A few dealers have suggested that the 6.8 percent rise 1o
§3.25 per million Btu in the front-month Henry Hub natural gas futures contract last week was partially & result of Enron
unwinding some short positions. However, several others explained that the risz in futures prices was duc to an Incregse
in demand from utility investors in combination with seasonal factors and the American Cins Association inventory report,
which showed a smaller-than-expected increase in inventory levels,

| Henry Hub Natural Gas Front-Month Futures Price
Par Million Btu

$1 :
1My 18-Jun 30-Jul 13-3e0 28Ot

" Market participants note uncertainty about the impact on the energy markets should Enron’s posilion wossen, as it
is difficult to know the totality of Enron's derivative positions in the natural gas and electricity markets. Some
have suggested that existing market hedges between multiple firms in the markets could begin to unwind, which
could add to shori-term instability in the energy market, particularly natural gas. However, they nole thiat terms
woaild likely be quickly renegotiated and price stability would return to the trading markets.

Market participants reportedly continue to trade on Enron’s trading platform, EnrenOnline, though some
accounts may he more cautious about long-term exposure.” EnronOnline reportedly handles 20 to 25 percent of all
velume in the natural gas and electricity markets. While daily trading volume data for EnronOnline is not regularly
reported, Enron announced on Monday that trading volume for all products on the platform was about 6,500 transactions,
above the 30-day average of 5,800 transactions. However, energy merchant companies that compete with Enron,
including El Paso and Dynegy, have publicly noted an increase in business activity as investors concems about Enron

have increased over the week.

Today, Dynegy and Enron confirmed earlier speculation that they are engaged in discusslons about a possible
business combination, but did not release any terms of the potential transaction. On this news, Enron bond prices
rose, largely retracing this week's losses s short-term accounts covered short positions. The [(-year bond is about 10
points higher than vesterday's lows st 75 cents on the dollar, while the equity price is little changed. After declining on
the news vesterday, Dynegy shares rose 11 percent and the price of its 10-year benchmark has partially refraced, trading at
about 300 basis points sbove Treasuries a8 investors reportedly believe the deal would be done be under favorable terms

for Dynegy.

| Cher primary trading platforms include DynegyDirect, Intercontinental Exchange (ICE), New York Mercantile
Exchange, and TradeSpark in addition to several smaller elestronic trading systems.

Q0100000000948



Dam, Hﬂ

— — — — _
From: Sharar, Jamdas
Sent: Thursday, November 08, 2001 12:55 PM
To: DL_Market Group; Andrew D, Sacher, David Griffiths; Eric H. Oie; Jay Hoffman;
Lundsager, Mag; Phillipga Malmgran; reidip; Sheviin, Thomas: wiallarg; wayneea
Subject: Financial Markets Noon Report 11/8101

~ 1.8, and European equlty markets raliled on optimism for econamic recovery
- Treasury prices move lower in moderate trading
-- Dollar firms agalnst European currencies, weaker ve. yan

U.5. equity markets moved higher in moderata trading on optimism thal recent aggressive central bank rate cuts will
ravive global economies, The Nasdaq culperformed. Enron was off 4.9% to 8,80 as the firm restated earning and firad
top officials. The best stock perlormers wera software, entertainment, semiconduclor and financial issues. (JShares 2-
2042}

Treasury coupon prices were down 1/8 to 7/8 peint in moderate trading, The price declines mainly reflected profit-taking,
an unexpecled 46,000 drop in weekly jobless clalms, rising crude oil pricas and concern over UpComeng corporabe supply.
Traders shrugged off news of a 0.4% decling in the Oclober non-fuel import price index, TOMOMoW's SE5SI0N will ba
abbreviated for the Veteran's Day holiday. (JSharer 2-2042)

Commmodities: Crude oll pricas firmed (with knock-an effects in product markets) on caubous short-covering after Saudi
and Kuwaili oMiclals’ backed deeper cuts in ail production and as market santiment continued to improve on yasterday's
dala showing strang U.S. demand for oil products in October. (KByrme, 2-2054)

Forelgn Exchange: The euro held steady until after a 10 a.m. oplions expiry, then quickly fall thraugh suppart levels of
£9.20 against the doflar and the 108 against the yen. Paricipants report further detarioration in confidence in the ECB
and growing bearish euro sentiment in kght of yeslerday's ECB members' mixed and misleading commeénts. Euro trading
against all major currenciss is reported to be heavy, (LQuinn 2-8122)

Ewrope: Garman bund yiekds were up 1 to 7 bps. on profit-taking and strength in the equities markets, However, LLK, gill
yields were down 1 1o 17 bps, European stock bourses closed stronger with the central bank rate cuts, The DAX
gutperformead, [JSharer 2-2042)

Turkey's National 100 index was up 0.9% to 10,457 and the lira firmed 0.8% on growing hope for new international
tending. The Turkish EMBI+ sub-index spread narrawed 12 bps to 855 bps. (JSharer 2-2042)

Lafin America: Argentine bond prices have fallen loday as the recent short covering rally ahead of Argentina's local debt
gwap has waned, Participants remain focused on tha outcome of faderal negoliations with opposition governors whose
positien seems to have hardened as well s the oulcomi af Presidant de la Rua's trip to the U.S. Brazilian debt prices
are modestly highes and the real s modestly firmer. (JCetina 2-2017)

EMBI+ spreads: The Argentine sub-index rose 61 bps to 2330 bps, while the Brazilian and Mexican sub-indoxes
narrowed 12 bps to 1060 bps and B bps 1o 383 bps. (JSharer 2-2044)

Today's Events: Actual Consenus Expeciation Pravious Period
US Initial Jobless Claims, wk ended Mov, 3 -46,000 io 450,000 +10,000 11,000 to 456, 000
S Non-fusl Import Price Index, Dt 0.4% 0. 2% -0.1%
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Dam, Ken

—————————— H—
From: MEN Maney Uipdate [MSNMoneyUpdate_0G0825(@ms-moneycentral customer-emsil com]
Sent: Wadnasday, Movember 0T, 2001 6:39 PM

Ta: ken. damiddo. reas. gov

Subject: Stocks mixed; Enraa, Dynegy deal

LR R E R RS RS RS E R R RS R R R R R R R R R E R RS R RS RS R R R EE R R R R R EE R E RS EEEEET]

HEW! Would you like to recaive this message in HTML instead
of plain texc?

LA RS R SRS R RS R R RN R R RRI R BN RN R R ]
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latest report, index data and headlines. Sign in and select
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Leading Indexesi{as of 11/7/2001 17:00 hours ET)
htop: /fmoneycentral  men. comfinvestor/market /leading . asp

Quotes supplied by Standard & Pear‘s Camstock and delayed at least 20 minukbes. Data
Souree: hotp: /S wew.spoomstock . com

Mama LEVEL CHARHGE iChange
Dow Janes Industrial Average 3,554, 37 -316.75 -0.3E%
5 & P S00 Index 1,115,880 -3.08 -0.27%
Hagdag Compogite Index 1,837.53 +2 .45 +0.,13%
Amax CompoRite Index BZ21.%4a +4 .55 #0.5E%
Russell 2000 Index 440 . 80 -1.%98 -0.4%%

To perscnalize this e-mail with your own investments, sign up to add your portlfelie.
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Discuss the hot topic of Che day on the message boards, Chat with CHBC personalities and
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Market Summary fas of 11/7/2001 17:90 hours ET)
heep: / /meneycentral . men. com/farticles/common/ pummary . asp

Stocks mixed; Enron, Dynegy deal
Provided by MSH Money

Heither rally nor slump would stick on a day in which the Dow index finally crested its
pre-sept. 11 level. Stocks ended mixed, perhaps because investors were unsure how to
interpret the future effects of yesterdayfa move by the Federal Reserve to cut interest
rates an aggressive half poinc,
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For part of the day, the Dow Jones Industrial Average finally flowed ower 5,605 for the
tirat time since Sept. 10. The Nasdag Composite and the S&P indices hit cheir pre-terror
marks weeka ago.

Despite the lack of market direction, there was plenty of sorporate intrigue to keep
market watchers busy. The battle over the mega-merger of Hewlete-Packard and Campadg
continued, with a member of the Packard family joining the Hewletts in oopesing the
marriage. Stock-market result: H-F shares fell a tad after yesterdayls big run-up, and
Compag stock dropped another &%,

Meanwhile back at the Texas-based Enron ranch, there was word of a possible deal with
competitor Dynegy. CHNBCES David Faker reported this afrerncan that a potential 52 billien
investment could lead to a merger of the rival camps. It's a high-noon develapment that
could possibly sawve the disintegrating Enron, whose shares have dropped 75% in a month and
ticked down yet again teday.

*While such an outcome is only one of a number of options being discussed, sources close
Lo the talks tell me it ig a passibility in the near term," Faber reported. "Sources close
to the situacion tell me that while Enron continues to speak with a handful of privace
equity firms about an investment, those talke are currently taking back stage to talks
with Dynegy.®

This morning, badly beaten telecom stocks were rocked again, this time by werd from
Qualcomm that earnings missed targets and profits for the fiscal year would struggle to
hit the low end of forecasts. By dayfe end, Qualcamm shares had recovered some, losing
less than half a percentage point.

Interest-rate sensicivity may have been the dayEs bast indicator of marker succoess.
American Express and J.P. Morgan Chase galned nicely under the presumpticn that Fed
actiong would improve their wmoney-making abilities,

Full day's caverage: http://moneycentral .msn, com/arcicles/common, summary . asp
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Today's update brought to you by MSN Money -- The best place te invest.
http://moneycentral msn.com

If you would like to unsubscribe from the MSN Money Market Summary Email go to
http://money . meén.com/investor/inveub/alerts/ppemail .asp or reply to this message and type
"Unsubscribe" in the subject line af the message. Thank yeu.

Thig email was =ent Ea: ken.damido . treas.gov
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From: Byme, Kathleen
Sent: Tuesday, November 06, 2001 433 PM
To: _DL_Market Group; Andraw D, Sacher (E-mail), David Griffiths; E.A. Wayne, Eric H. Oto (E-
mail); J.P. Reid; Jay Hoffman; Meg Lundsager: Philippa Malmgren; T.J. Sheviin
Subject: Financial Markets Closing Report, Nov. 6, 2001 - Fed Culs Rates, U.5. Equilies & Treasuries
rally

- The Faderal Reserva cut the Federal Funds target rate and the discount rate by 50 basis points to 2.0% ana 1 5%,
raspactively.

— .S, equity markets retraced 1o close moderately firmer and the Treasury coupon curve steepaned.

FOMC Statement: In ils accompanying statement, the Fed maintained the blas to ease. noling that for the fareseeahle
future, “the risks are weighted mainly toward eonditions that may genesate economic weakness.” Markel participanis
nated the lack of mention of specific reasons for rale cuts and the fact thal the real Fed Funds rate is now nagative for the
firat tima since 1993 {(using core CPI in the calculation).

U.%. Equities: Major LS, markets abandonned the profil-laking mode thal had weighed prior 1o the Fed's decision, and
rallied in relief that @ full 50 bps of easing had been anncunced. Intal and Cisco shares led the surge on the Nasdaq,
which closed at 2 fresh twa-maonth high and above the 1800 mark for the first ime since August 31. Dealers noted the
sharp decline in Enron's shares, howeves, on reports the company seaks o raise 32 billion.

U.S. Treasuries: Prior to the announcement, the coupon cunve was 4 bps flatter on the day; al markel's close, the curve
was 10 basis points steeper as Treasuries rallied across all tenors save the lang bond. The 3-month bl culperformed, as
thase participants whao had put on short pesitions. in anficipation of curve flattening (o 2 smaler cul) bought aggressively
al the front end after the announcemaent,

Foreign Exchange: Dealers noted muted reaction bo the FOMC's decision, as well as low levels of liquidity and walatility in
the market. The dollar firmed tempararily in the afermath of the Fed's decision before relracing, to closs modesly
weaker againa! most major currencies. Dealers predict ranewed weakness in the suro vis-a-vis the dollar, howewver,
absent decisive action by the ECB to ease monetary policy near-tarm.

Interest Rate Futures: The implied yield on the December Fed funds futures contract declining dramatically in the wake of
the FOMC's decision, and is fully pricing in 25 bps of easing at the Commitlee’s December 1 1ith mesling as wall as a very
amall chance of easing beyond that amount. Participanis noted that the Fed's decision lo ease by 50 bps today (rather
than the 25 bps many had expected) may well put additicnal pressure on the ECB lo ease. Impdied yields on ewribor
fulures contracts fall modestly today in reaction to ECB President Duisenberg's dovish commenlary.

Commodities: Ahead of the AP inventory report, oll prices were unchanged io modestly lower on parceptions of OPEC's
inability garmer cooperation for a production cul among non-OPEC producers. Today's EIA report showed & cut in its
astimate of U.S. o demand by 10,000 bpd for the Q4 2001, but an increase in is estimate for 01 2002 of 30,000 bps.

Argentina: Afler downgrading Argenting's sovereign ratings from CC to C earlier today, Fitch atso cut the country's World
Bank guaranieed sefies E and F zero coupen notes from BB- 1o B+, citing the government's upcoming “disiressad” local
debt exchange. Moody's observed loday that "the swap as described certainly has the characlerstics that would
represent default® but did nel take immediate action 1o downprade the country’s rating. Our contacts explained the rises
in pricas of Argentine debt today as reflective of very light velurmes and moves by some participants 10 cover short
positions on dips,

Tomorrow's Events: Tirme Actual Consensus Expectation  Previous
Perlod

Bank of England's MPC begins first of two-day meeting.

EUR Business Climate Indscator, Oct, «0.80 -0.57

EUR Refail Sales Volumes, Aug. +0.1% mim +0,3% m/m
GER Manufacturing Orders, Sept. -1.5% m/m +1.4% mim
LIS Mon-farm Business Productivity, 30 430 AM +2 0% /g +2.1% ol
US Wholesales Inventories, Sept. 10 AM =0, 3% m'm -0 1% mim
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From: Sharer, James
Sent: Tuesday, Novembear 06, 2001 12:54 PM
To: _DL_Market Group; Andrew D. Sacher; David Griffiths; Eric H. Oty Jay Hoffman;
Lundsager, Meg: Phillippa Malmgren; reidjp; Sheviin, Thomas; wallarjg: wayneea
Subject: Financial Markets Noon Report 110801

- .58, aquities were narrowly mixed ahead of the outcome of today's FOMC maeeting (2:15 FM)
— Treasury prices were also mixed, long bonds cutperforming en scarcity valus
— Dollar mixed In thin trading, marking time for Fed's decision

LS. Markets

L5, equity markets wera narrowly mixed in active trading ahead of the FOMC meeling outcoma. Enton Carp. was off
11.5% to 9.80 following news that the firm is seeking to raise $2 billion, The worst stock pertormers were oil, telephane,
drug, software and oll-well equipment issues. (JSharer 2-2042)

Treasury coupon prices were down 1/8 to up 1/4 point in light rading. Prices of shor-larm Issues edged lower on new
Treasury supply, while gains in bond prices reflected scarcily value. Treasury auctioned today 516.0 billon 4-week T-bills
bo raise $10.0 bilion. The results; Awarded rate: 2.140% Coverage rafio; 1.42 times.

Treasury will auction at 1 PM $16 billion 5-year notes, which legether with lomorrow's auction of 37.0 billion 9 3id-year
nates will raise $1.412 bilion new cash. Traders expect the awarded rate will be close to 3.64%. This compares with the
4.67% yield awarded in the kast Treasury 5-year note auction in August. The W1 9 Jd-year nolas wera bid at 4.30%.
(JSharer 2-2042)

Intarest Rate Futures: Participants continue to debate the likelihood of a full 50 basis painl cul in the Federal Funds rate.
Al 2.195%, the impled yield on the November Fed Funds fulures contract is pricing in a £3% chance of 50 basis points of
easing, down from almost 70% last night, Traders noted that positioning by participants in the Treasury market and by a
nurnbser of primary dealars in the Eurodollar market reflecting more widespread anficipation of a smaller rate cut.

(KByrne, 2-2054)

Commaditias: Just a day after OPEC Secretary General Rodriguez predicied produciion culs as deep as 1.5 million
barrelsiday, ciher GPEC members wamed of an impending "price war" absent an agreament with non-OPEC producers
to reduce supply.  Nymex crude futures prices slipped to fresh two-year lows &nd the Brent fronl month contract fell
bplow the $10/barrel mark for the first time since July 1988, Parlicipanls awail LS. AP siock data, predicting a build in
crude oil inventores for the third straight week. (KByrme, 2-2054)

Global Markets
The major currencies traded in a very namow range this moming, No strong directional movement is expecled by market
abservers until the BOE and the ECE's rate decisions are announced on Thursday. (LGuinn, 2-51 22)

Europe: Garman bund yields wera down 2 to up 3 bps. UK. gift vields were unchanged 1o up 2 bps on same profit
taking. European siock bourses closed narmowly mixed.

Turkey's Mational 100 index was up 1.6% to 10,456 and the lira firmed 1.0%, aided by continued optimism over IMF talks
and a successful dabl sake locay. The Turkish EMBle sub-index narrowed 20 bps to 877 bps. (JSharer 2-2042)

Latin America: Fitch cut Argenting’s sovereign long-lerm foreign and local currency credit ratings to  from CC today and
said the debt swap points to a default. Forward points on 1-month and 1-year Argentine peso MOFz wera quated at 850
and 4150, respectively. The JP Morgan EMBI+ spread narrowed 11 bps to 1079 bps over the comparable Treasury
securities, The Argentine sub-index narrowed 54 bps to 2381 bps, while the Brazilizn and Mexican subeindexes fell 14
bps fo 1120 bps and 5 bps 1o 394 bps, respactively. (JSharer 2-2042)
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Pam, Ken

S— — — — —
From: burden, Bill
Sent: Friday, May 25, 2004 &:10 PR
To: Adams, Timy, Dam, Ken; Engslhard, Jog; Fall, James, Kupfer, Jeffrey; Lee, Mancy, Loevinger,
David: Nelson, Heidi; O'Naill, Paul; Radelst, Steve, Sobel, Mark] Taylor, John
Ce: Barber, Francine; DeMarco, Edward; Dohner, Robert; Donovan, Meg; Grean, Matthew;

Harris, Rosemary: Jonathan Fiechter (E-mail); Jorstad, Van, fpiercy(@worldbank.org; Julls
Kuhn (E-mail}; Michele Budington (E-mail); Molly Mahar (E-mail), Mucklaroy, Tarry; Muanch,
Marilyn: Paulson, Sara; Cuinn, Lois; Salkadin, Anne; Tanka Luhde {E-mad); Tolowi, Ramin;
Walsh, Helen; jsbbottimf org; crawlordi@waorldbank.org; Teresa.Currani@sl fb.org,
gerard dages@ny.frb.org; sally. m davies@irb.gov, Ken Egan: Mathiasen, Karen; Austin,
Caras; Baukol, Andrew: Gelpern, Anna; Haarsager, Mathew, Anderson, Lisa; Boona,
Sherman: Dreznes, Daniel; Durham, Pauletis; Giancola, Mark; Govlick, Warren: Gunarana,
Milmini; Jaakson, Juhan; Krulak, Keith; Monroe, Witbur; Sanford, Paul; McDonald, Larry;
Stedman, Lousllen; Wisner, Peter; Harlow, Robert. Jehnston, Richard. Byrne, Kathleen;
Cetina, Jill; Dulaney, Tim; Crane. Deborah; Dupuy, Max Jewell, Andrew; Lung, Richard;
McCoy, Christophar; Marris, Liza; Neil, Jell: Wingla, John; Backes, Steven; Dohiman, Peler,
Epstein, Natan: Kosmedes, vy, Ralyea, John, Grewe, Maurean; Haight, Cameran; Mills,
Marshall: Barber, Ed; Gottlieb, Geofirey; Hoffman, Barak; Shah, Zonal; Beasley, Mary;
Warthin, Whit: MLundsagerflimf.org; Setser, Brad; csciacca@idic.gov,
jose. Wuya@oce.freas. gov; willalbag@idic.gov: KaWwalten@idic.gov;
lucysgnacio@mail asiandevbant.org, kbrunog@idic.gov; Joonneelyilfdic.gov, corall@idic.gov.
rrnarshall@idic.goy

Subject: Emerging Markets Banking Weakly - 52501

Attached please find the electronic version of the Emerging Markets Banking Weekly, prepared by OASIA's
Office of International Banking and Securities Markets to highlight significant banking and financial regulatory
developments in key emerging markets duning the most recent week.

o

SIS T

Executive Summary (repeated in the attachment)

In Asia, six Indian banks may incur losses ifa nearly-completed large power plant project is halted;
Indonesia’s bank restructuring agency declares that its revenue targets for 2001 are too high; and the
Philippine government plans to acquire a majority interest in the country’s sixth largest bank.

In Latin America, Argentina’s central bank once again adjusts bank reserve reguirements in an atiempt Lo
promote increased lending,

In Emerging Europe and Africa, the Czech bank restructuring agency announces it will cease bulk assct sales

for the remainder of the year; the Russian government announces plans to legislate a deposit insurance
program; and Turkey’s banking regulator reports that clean up costs to date have reached nearly 340 Bilkion.

Highlights (repeated in the attachment)
Asia (pages 2-3)

Head of one of China’s largest state-run banks critical of assct management COMpanies.

1
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India’s largest lenders worried about Enron’s threat to pull out of large power project.
India’s central bank urges greater coordination among country’s financial regulators.
Indonesia’s Bank Restructuring Agency backs away from revenue targets.

Fitch rating agency gives Bank International Indonesia “negative outlock.™
Indonesia’s banks impacted by negative spreads on fixed rate povernment bomds.
Hong Kong based bank considering purchase of Korea's tenth largest bank again.
Philippine government to increase investment in country's sixth largest bank.

Thailand's nonperforming loans edge higher.

Latin America (page 3)
Argentina's central bank effectively lowers reserve requirements by including vault cash in calculation.

State-owned Argentine bank buys 40 percent of new T-bill issue.

Emerging Europe and Africa (pages 3-d)

Czech bank restructuring agency to delay more bad asset sales,

Duma hanking committes head announces Russia will pass deposit insurance bill in autumn.
Russia’s largest state-run bank increases deposits and lending, maintains profitability.
Turkey's banking regulator reports nearly 340 billion cleanup cost to date.

Turkey's fourth largest private bank considering investment by several foreign banks.

Note: Exer Sec will receive the original and hard copies separately. Please direct any comments or additional
requests for hard copies to Paul Sanford-sanfordp.
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From:
Sant:
To:
Subject:

Importance:

Z

Fl-Tmpr.oet

- — S — e —

Wancy Lazar [nlazar@isigrp.com)
Friday, January 11, 2002 10:25 AR
15| Reader

15| Moming Palitical Report with Awdio

Hig

In today's POLITICAL REPORT:

% = 4

Enron Bolitical Fallouk
Ho Figcal Stimulus Bill, But...
Waiting Fer The Chairman
EUJ May Threaren Trade Sancticns

Blease let us know Lf you have any gquestions,

A1l the best,

Hancy LAZAr
212/446-5633
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|

A CANCER ON THE PRESIDENCY?

Hardly. We're reminded of a comment made years ago by an observer of political scandals,
who turned John Dean's famous phrase aboul Watergate around and said that Whitewater was
more like asthma than cancer for Clinton, often debilitating but rarely falal. Enron will be more
like a headache for Bush, but it is a huge political story, and here is some of the fallout:

+ Barring evidence of Bush involvement, Enron will fall well short of Whitewater in terms of
political damage to the President. So far it’s an embarrassment but not a scandal.

« Rather than the scandal angle, the more productive line for this inquiry for Democrats
will be the campaign financefinfluence buying angle. Politically this will exposa the
Bush/GOP vulnerability of being loo close to corporate interests. Lagislatively, this emphasis
will delay energy legislation and could give a boost to campaign finance reform, which has
passed the Senate, and the discharge petition in the House Is only three votes short of
forcing a floor vole.

« The Jeffords party switch last year wili make this a bigger political story, since Republicans
woukd have been less inclined to pursue congressional hearings aggressively. It will be
interesting to compare the number of Senale Enron hearings fo the number of House
heanngs.

Score another victory for Treasury Secretary
O'Meill's campaign to limit moral hazard risks
caused by government rescues. He's now lel both
Argentina and Enron go withoul assistance. Larry
Lindsey made the point over the weekend thal in few
counfries would the seventh largest company (and, we
would add, one with strong political connections) be
allowed to faill, but so far that has had as much to do
with the unfolding slory as the fact that the Clintons lost
money on thair Whitewater investments.

Lay suggested [to O'Meill] the case of
Long-Term Capital Management LP
could be a model. ... "Secretary OMNeill
then contacted Undersecretary | Peter
R.] Fisher, Undersecretary Fisher
looked at that and concluded there
wiould be no more impact on the
overall economy.” Fisher had been
mvolved in the Long-Term Capital
hailout as a Federal Reserve official.
Hashington Post
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NO FISCAL STIMULUS BILL, BUT...

We don'l expect a fiscal stimulus bill fo pass Congress this year, but that doesn’t mean thera
won't be a stimulative fiscal policy or that there will be no tax culs or spending increases. We
expect spending to be higher in some areas and a number of targeted tax culs are possible.
But we don't think that most of the elements of the widely debaled stimulus bill will be enacted
this year. Below we oulline which proposals we think are unlikely, possible and unlikely.

Likely (Above

+ Extension of unemployment benefits. Congress normally exlends unemployment
benefits during recessions, especially during election years. This will probably take
several months to get enacted as it will first gel mired in a broader lax cullstimulus
debate, though. it should amcunt to $10 1o $15 billion over the next two years.

» Higher spending on homeland security and national defense. President Bush will
request $20 billion more for the Pentagon (including $7 billion more for procurement) as
well as more funds for homeland security. Congress will probably exceed his request.

« Minor tax cuts such as extending expired tax provisions. While it won't amount to
much from a fiscal stimulus standpoint (a few billion dollars in 2002 at most), some of the
largeted tax credits fo matter to specific companies and sectors. Il could be many
manths before these expired provisions are extended, however.

ible (40% to 60% Chance

+ Targeted energy tax cuts. An energy bill is a real possibility, and such a bill would
almost certainly include a package of tax cuts designed to encourage energy production
and conservation. A House-passed bill added up to only $35 billion over len years.

+ Higher domestic discretionary spending. Higher domestic spending (education,
health research, etc.) is a near certainty, but the increase may not be large enough to
quality as liscally slimulative.

Unlike hance

+ Republican tax cut wish list. Republicans supported speeding up the Bush tax cul,
“bonus” depreciation, and repeal of the corporate AMT. Some Republicans and
Democrats also favored including a sales tax holiday or payroll tax holiday as part of a
stimulus bill last year. None of these proposals — most of which would amount to tens of
billions of dollars — are likely to pass this year.

« Democratic spending wish list. Democratic fiscal stimulus priorities are also unlikely to
become law, such as “rebate” payments to low-income workers who don’l pay income
taxes, & big boost for infrastructure spending or new federal payments for health care
insurance for the unemployed. These proposals amounted to more than $10 billion aach.

1/11 ISI GROUP
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WAITING FOR THE CHAIRMAN

Chairman Greenspan will speak on the economy (according to Bloomberg, al 1.55 pm Eastern
time). We'll gauge the impact of his comments on markel expectations for the January meating
and the exient of Fed tightening for 2002

We've been writing about the magnitude of tightening the eurodollar market is assuming for this
year and wondering who Is taking the other side of thal bel. We've heard from a few of those
investors recently, and a key part of the argument is that the post-September 11 rale culs were
crisis-driven, not fundamentally driven, and that crsis-based rate cuts have a shorter shelf life,
Faor some time the amount of Fed tightening for 2002 was about the size of the posi-Seplember
11 rale cuts (175 bp). We have some sympathy for thal point of view, but the more we thought
about i, the more those rate cuts ook more fundamentally based. The real funds rate is just
above zero, about where it has been in most past recessions,

If the futures market is right, our first thought is that stocks are in for a shock. Bul Jason
Trennert developed this table, which as a first cut suggests that Fed tightening in a
recovery Is not a disaster for stocks. Jason does note the high valuations for stocks now,
and while stocks could handle some Fed tightening, the 140 bp now priced in may be much
more than equity invesiors now expecl

Date of First Change in S&F 500 L
htenin % Change + 3Mo, % Change +6Mo. % Change + 12 Mo.
1 December 1954 B.4% 11.7% 33.4%
2 August 1958 B.1% 16.7% 27 4%
3 August 1961 2.0% 2.8% -14.7%
4 April 1971 0.6% -1.5% 6.8%
s July 1975 =12.6% =4, 9% 9.2%
& August 1980 5.2% 6.9% B.0%
7 June 1983 1.0% 2.4% =5.7%
s February 1994 5,0% -3.9% -1.9%
Average 0.7% 3.8% T.8%
S— —

Bush has to decide on steel import limits in
March. Should he take aggressive action
against European steel producers, the EU has Hassge's Dinghmuliens Ben BH

a huge weapon to wield against the US. The Ea NEsssisn Bumnlines au B0, NN
WTO has already approved $4 billion in trade

sanctions due to a US export tax subsidy,
which the EU has not yet acted on.

1/11 ISI GROUP
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Valentic, Marsha

From: Mancy Lazaer [nlazar@isigrp.com)
Sent: Thursday, January 10, 2002 9:35 AM
Ta: 151 Readar
Subject: 151 Marning Political Repat with Audio
Impaortance: High
@ -I.'I.h H L A b _-; "‘r:!.ul'rr Ly L SLARLY
1L Bl ot ! =

In today's BOLITICAL REPCRT:

Interpreting The FOMC Speakers
* Fuel-Cell Hakers Geb Big Boost
* Enrcn Investigation Update

Flease let us know Lf yal have any QUeBTIOnNS.

fill Ehe best,

Haney Lazar
212/146-5631
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202/872-5260 202/872-5261 1 ,n.f 2 J AN
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Fax: 202/530-5804 1 0

INTERPRETING THE FOMC SPEAKERS -
MAYBE A JANUARY CUT, BUT DEFINITELY NOT
THAT MUCH TIGHTENING IN 2002

This week Guynn, Santomero, McDonough, Broaddus, McTeer, Ferguson, and Poole have all
been on the tape with economic comments. Greenspan speaks both today (on economic
literacy) and tomormow (on the aconamy).

The message from the wvarous FOMC Odds of January Easing Still Low...
speakers this week have had roughly Based on Fab fad funds futures
consistant themes — they aren't confident of 40

the timing or strength of the recovery, but 35
they are confident of a recovery. In normal

times such comments would be taken as 30 4
a sign of a probable interest rate cut at
the next meeiing, and they could be
taken so now. But they are also 20
consistent with the Fed leaving rates
unchanged bul keeping the easing bias 15 - - - -
in place. Consequently, the odds of a t1-Dec  18-Dec  25-0ec  1-Jan 8-Jan
quarer-poin cut have gone up from 20%

lasl Friday to aboul 25% yeslerday,

~But & ¢ "02 rate hikes ara droppin
The clearer implication of the FOMC oo Umm 02 LIBOR \wos, e mffm!i' "
speakers is that they don't expect to -
raise rates as much as the futures
market expects. The axpecled tightening
in 2002 has fallen from 160 bp last Friday to 180 4—
140 bp yesterday. In short, the Fad doasn't
see growth crealing inflationary pressures, 160
so0 the markets shouldn't expect much 140
tightening. We think even the 140 bp is
still substantially higher than the Fed is 120 . : .
likely io do this year. 11-Dec  18-Dec  25-Dac 1-Jan A= Jan

DO - e e s e
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Nunl-Nall Bslsxs Bl Big Baxsl
Henm Hull's Hnls Rullsllig Nizn

The Bush Administration Is jettisoning a program once pushed by Al Gore 1o build a car thal
could get B0 miles per gallon in favor of more funding for fuel cell technology. As the
accompanying graph shows, the news has helped Ballard Power the past few days, the lsading
fuel cell company.

The Administration is also hoping the announcement will help reduce support in Congress for
raising corporate average fuel economy (CAFE) standards on sport ulility vehicles. Higher fual
slandards would hurt the automakers by raising the cost of their mast profitable vehicles, We
think thal if an energy bill does pass Conaress this year — which is highly uncertain — an
increase in CAFE standards is

Energy legisiation could be on 200 —
the Senate floor sometime in = ;g Ballard Power Systems
February. The House has
already passed two different
energy bills, one that would
raise CAFE standards and
provide lax incentives and
subsides for increased energy

production and conservation, &0 , _ . —
The other bill would open Ot Mow-1 Dac-01 Jan-02
ANWR to oil drilling. )

| ——= — —

ENRON INVESTIGATIONS TO HAVE BIGGER POLITICAL
THAN POLICY IMPACT

The Justice Department announced that it has launched an investigalion of Enron, joining just
about every other outfit in Washington. We have no idea whers a criminal probe will lead, but
the congressional invesligations are more about politics than policy. While five congressional
committees are investigating the company — and these hearings will get plenty of media
attention — so far there is litile evidence that major legislation (such as more regulation
of energy markets) will result from this process. Demacrats intend to use the Enron debache
o try to embarrass the Bush Administration. For example, earlier this week Democrats
demanded to know details of any Administration meetings with Enron officials. With that said,
these hearings will help pressure regulators to lighten disclosure rules. In addition, there could
be legislation Fmiting how much employer stock can be held in employee refirement plans.
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THE FED AND PRODUCTIVITY GROWTH

The Wall Street Journal has an important front-page story on a shift in the view al the Fed
(other than Greenspan) on productivity growth.

The Fed's view on productivily is important for two reasons.  First, it has Important
implications for monetary policy. Second, the Fed plays an important role in satting
private sector expectations for productivity growth. That's why an optimistic comment
on productivity growth has become part of the templale for nearly every Fed statement.

For monetary policy, lower productivity growth would mean the Fed would tightan at a
lower growth rate (that is, price pressures could emerge al a lower growth rate).

But lower productivity growth would )
also lower the neutral fed funds rate, Ilit':] Greenspan :‘:sh His gjlli:_"llsl'-;l .
implying less tightening in the next About the New Economy Too Far? W

tightening cycle. During the 1598-2000 ) . i
lighiening wﬁh. Gm&ns?:an cited rising But as capital spending continued to collapse this

roductivity as a key reason for raisi winter und spring, the Fed research d-epart_mr:nt'a
Ehn” ra'lﬂ Y e models showed that the economy's polential to

grow over the next two years was slipping 1o about
If the markel lowered s assessment of | 3% from ils estimate of more than 4% in early
expected productivity growth it could lead fo | 2000, (The economists made clear this didn't
lowar P/E ratios, lower real interasl rales | pecessarily affect the longer-run outhook. )

(the bulk of the run-up in long-term rates

. —

since early Movember has been a rise in
real rates, not in expected inflation), and a weaker dollar. Lower long-term productivity
growth would also reduce future Federal budgel revenues

The arficle no doubt is a sign of a growing debate within the Fed. But we shouldn't overstate
the importance of the debale. I thare were conflicting views among the Chairman, other
Board members, and the staff, you'd still bet on the Chairman’s views prevalling.
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PRESIDENTIAL CYCLE SAYS NEXT YEAR
SHOULD BE GOOD FOR STOCKS

We're not big believers in the presidential cycle, but it doesn’t do a bad job in giving a broad
view of the market's direction. The notion is that presidents try o gel the bad news oul of the
way earty in their term in order to have a smoothly running economy as they run for re-alection.
Presidents do have that motivation, but others (Congress, the Fed) may nol share it, plus there
are 80 many other factors driving share prices.

= The S&P return is much betier in the second half of a presidential term than in the first hall.

+ Down years for the market tend lo come early in a president's term. Of the 16 years in which
the S&P fell, 13 were in the first half of a term.

* Including Bush's, there have been 15 terms coverad by the data In the graph, and 12 of the
terms had negalive years in the first half. For Democrats, the second year has lyplcally been
the bad one, bul for Republicans it's the first — 6 out of 8 GOP tarms started with a fall in the
first year. With a decline in the S&P in 2001, Bush is holding to the patlern so far. The
average for the second year of a GOP term is 11%, so the presidential cycle would suggest
a good 2002 for the S&P,
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ENRON UPDATE

While most of Congress’ attention (and our own) was focused on the stimulus and fermorism
insurance bills earlier this month, the House Financial Services and the Senate Commerce
commitiees held hearings on the collapse of Enron. While it is too early to tell if any new laws
will be passed as a rasull of the Enron fiasco, balow we highlight the issues on which members
of Congress have so far focused.

Congress will return 1o the Enron issue m early Fabruary, whan Ken Lay is expected o teslily.
You can be sure Democrats will be pointing out that Lay was a major fundraiser for President
Bush and congressional Republicans,

+ Wall Street Research. The House Financial Services Commitiee had already been
helding hearings on this issve, bul it was a major focus of key Republican and
Demaocratic members of the commitiee. The Chairman of the Committee, Mike Oxley
{R-0H), observed in his opening statement that when Enron’s stock dropped below a $1,
half of Wall Streel analysts slill had a *buy” rating on the company.

+ Employee Refirement Plans. Enron employees, many of whom had a significant
amount of their 401{k) retirement plans in Enron stock, were prohibited from selling it
during several critical wesks. In addilion to this limitation on selling, therg s
congressional interest in prohibiting employee retiremeant plans from being concentrated
in the siock of their employer. Senators John Corzine {D-MJ) and Barbara Boxer (D-CA)
have introduced legislation requiring that employee retirement plans be diversified.

» Regulation of Energy Trading. Senalor Byron Dorgan (D-ND) suggested at the
Commerce Commitlea hearing that more regulation of energy trading may be required,
although we think this has litle chance of passing Congress. Oxley pointedly stated in
his opening remarks at the House hearing thal he wouldn't let Enron’s collapse be used
“as a vehicle to make big-government arguments against electncity markels ®

+ Restriclions on Special-Purpose Entities. Special-purpose enliies (SPEs) are the
partnerships and olher off-balance sheel financing entities created by Enron and other
companies. Senator Hollings, the Chairman of the Senate Commerce Committea,
suggested thal Congress should consider prehibiling SPEs. We think that is a very
unlikely oulcome, More likely would be accounting rule changes (by FASB, not
Congrass) that would require more disclosure of the delails of these financing tools.
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INDIA-PAKISTAN STEP BACK, FOR NOW

By sticking to diplomatic retaliation, Indian Foreign Min: Can't Gauge

the two countries at least for now Closeness To Pakistan War AP

have refrained from more serious With their armies ready for war, India and
trade or military escalation. That Fakistan battled diplomatically Thursday,

gives international efforts to head expelling embazsy staff and banning planes from

each other's airspace.

off a military clash a great chance
of success. A conflict prior to a
possible meeting between the two
countries’ leaders late next week
seems unlikely.

US Admin Suggests India, Pakistan
Talk At 5 Asia Summit 4P

B o, e R

KAL, Kevin Kallaugher, The Eeonomiss
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TRADE VOTE TRENDING TOWARD PASSAGE
The Stakes

. Economic policy — A successful TPA vote would confinue the favorable momentum for
freer trade that the Qatar WTO meeting started last month. A selback for TPA could send
the signal to US trading pariners that sericus negotiating in the WTO is nol called for, since
Bush can'l count on congressional support. Trade lalks would be stalled but not killed.

. Palitics — The Bush Administration is going all-out o win the vote, so it's a test of Bush's
legislative clout.

. Financial markets - In recent years sethacks to fast-frack negotiafing authority have not
been markel-maving events, so we doubt a setback (defeal or delayed vole) this week
would be a negative. But because it has both policy and political significance, we can't rule
out the possibility that this time a setback could have a negative markal impact.

The Outcome

A vote is scheduled for today, but could be put off until tomorrow or, less likely, unlil after
the stimulus bill is sent to President Bush. House Republicans, Adminisiration officials and
business lobbyists iold us yesterday they think they have finally rounded up enough votes
for passaga.

Business lobbyists believe that aboul 25 Democrats will vote for TPA, a number thal was
boosted yeslerday by a Republican commitment to include a $30 billion package for the
unemployed as part of the stimulus bill. If 25 Democrats vote for TPA, House Republican
lsaders need to produce 193 votes 1o ensure passage — which thay (and we) believe they
have. Bul Robert Matsui (D-CA), the top Democral on the trade subcommillee, predicted
that only 8 Democrats will vote for TPA, a number that would ensure its defeal. The
outcome hinges on a handful of mostly western Democrats, many of whom
represent high-tech areas and have tried to develop pro-business bona fides.

If TPA passes the House this week, the Senate will take up the measure next year, where il
should pass with a reasonably comfortable margin,
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ENRON FALLOUT CONTINUES (JUST GETTING STARTED?)

Enron Hearing Set For Dec. 12 Although there will be some collateral
Before Two House Panels Bloomberg political damage, the lasting effects of

the Enron collapse will be in disclosure
and conflict-of -interest rules.

Calif Democrat Asks Cheney To Yesterday's Washington Post had a
Disclose Enron Mtg Details front-page story on conflicts in the
Bloomberg accounting profession, and yesterday's

Wall Street Journal had a front-page
story on Enron's “culture of operating

Mew Orleans Times-Picayune’s Alpert reports, outside the public's view.”
the sudden collapse of Enron "will be a hlow to
fundraising for members of Congress, more
than half of whom have received campaign
cash" from Enron's PAC and its top execs.
Huoiline

The AFL-CIO recently filed a shareholder

e e Sell-side research hasn't received the
Ya compan —

next proxy. It asks Goldman Sachs to ban brunt of criticism over Enron, but it
analyst ownership of covered securities, faces a hard road back to credibility in

involvement of analysts in underamiting sales the aftermath of the tech boom/bust.
tzams, and linking analyst compensation to
the financial performance of Goldman's
investment banking business, Shye

ADMINISTRATION OPPOSES SENATE FARM BILL

In a strongly worded latter, the Bush Administration announced it opposes the F!enwat-in farm
bill being considerad on the Senate floor. The strong stand by the Administration — along with
ather factors — make passage of a farm bill this year wnlikaly.
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TERRORISM INSURANCE BILL STILL A CLOSE CALL

While we think the larrorism insurance bill has shightly less than a 5050 chance of becoming
law this year, there are ongoing negotiations in the Senate that are narrowing the differences
between Democrals and the GOP. At this point, though, a compromise on the liability issue is
siill the major obstacle that could derail a bill, Stay tuned.

STIMULUS PACKAGE UPDATE

A stimulus package that would cul taxes and increase spending by $75 to $100 billion
next year is on track to become law in the next few weeks. In order to attract Democratic
votes for the trade promotion bill, House Ways and Means Committee Chairman Bill Thomas
(R-CA) announced yesterday that the GOP would support a much more generous package for

the unemployed, which was a foregone conclusion anyway.

PoLiTicAL TRIVIA— AGE AND POLITICS

Thurmond celebrates 99th birthday Thurmond is both the longest-serving

Blvomberg and oldest Senator ever. For those

inclined to political trivia, in October

Ronald Reagan became the oldest

Ir_..nii Crouch h‘l_lth;uiﬁqd}', ‘r:ml:lsl president ever, surpassing John Adams,
(3} as ome-time hahy =i o .

Thumond, died 1213 ul:.:h:r;:: of 109, who lived S0 years end 8 months. For

Hotline a website offering up a rather grim

brand of political trivia, see

www , politicalgraveyard. com.
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