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Worldwide scrutiny escalates against Goldman
By Caroline Dobson
Epoch Times Staff

The fraudulent investigation of 
the Goldman Sachs Group Inc. is 
ricocheting from Wall Street to 
Europe.

U.K. Prime Minister Gordon 
Brown is alerting authorities to 
probe the investment bank regard-
ing its “moral bankruptcy.” Scrutiny 
from Germany is also to commence 
following the U.S. Securities and 
Exchange Commission (SEC) suing 
the firm for fraud connected with its 
sales of certain collateralized debt 
obligations (CDO), which exacer-
bated the financial crises that im-
pacted markets around the world. 

Wall Street’s most profitable firm 
will be investigated by Britain’s Fi-
nancial Services Authority (FSA) 
and Germany’s financial watchdog, 
Bafin. Bafin is seeking details from 
SEC according to a spokesperson of 
Chancellor Angela Merkel.

Goldman will undoubtedly attract 
more attention when it announces 
its first-quarter results on Tuesday, 
April 20. Analysts are predicting 
revenues of more than $11 billion, 
and practically half of this amount 
would be allotted to compensation 
and bonuses. If this rate maintains, 
it would equate to $20 billion al-
located to pay and bonuses on a 
full-year basis. The historical peak 
for compensation was during the 
boom period of 2007, totaling $18.8 
billion.

The government intervention that 
helped bail out financial institutions 
is a source of the concern. Some 
argue that the impact of the Leh-
man Brothers collapsing in 2008 
had such a snowball effect on mar-
kets and subsequently the financial 
crises resulted in the knee-jerk reac-
tion of governments injecting funds 
to prevent further buckling of simi-
lar companies. 

However, to lawmakers, Goldman 
Sachs took advantage of this support 
and profited from it instead. In fact, 
the European Union is also ques-
tioning Goldman’s involvement in 

setting up swaps for Greece to de-
liberately camouflage the country’s 
budget deficit. In 2002, Greece en-
tered a cross-currency swap with 
Goldman on almost $10 billion of 
debt issued in dollars. This amount 
was swapped into euros based on 
a historical exchange rate, result-
ing in a $1 billion up-front payment 
from Goldman to Greece. 

“We will see politicians throughout 

the world piling on Goldman Sachs,” 
said Scott Moeller, a former London 
investment banker in an interview 
with Bloomberg. “Now they have 
vulnerability. Everyone and anyone, 
especially politicians, are going to 
be trying to make hay with this one.” 
The investigation will be “profound 
and thorough,” EU Monetary Af-
fairs Commissioner Olli Rehn said 
at a press conference in Madrid on 

April 17.
The firm is denying the fraudu-

lent allegations, according to Fiona 
Laffan, a spokesperson for Gold-
man Sachs, and at this stage Heidi 
Ashley, a spokeswoman for the FSA, 
also declined to comment.

“It looks as if people were misled 
about what happened,” Brown, who 
faces a national election on May 6, 
said on the BBC’s Andrew Marr 

program. “The banks are still an 
issue. They are a risk to the economy 

… [Goldman Sachs] is probably one of 
the worst cases that we have seen.”

The responsibility of the New 
York-based firm goes far and wide; 
fingers are being pointed at the mo-
ment regarding its role in the inter-
national domino effect of the U.S. 
subprime crisis. Scotland’s largest 
bank, the Royal Bank of Scotland 

Group Plc, is supposed to have paid 
$841 million to Goldman Sachs to 
recoup the trouble associated with 
the CDO in question, which was 
part of the ABN AMRO partial buy 
out in 2007, according to the SEC. 

The British government operates 
the Edinburgh-based banking and 
insurance company due to its losses 
during the financial crisis. 

Moreover, the SEC also reported 
that Goldman Sachs misinformed 
investor IKB Deutsche Industrie-
bank AG, who practically lost all of 
its $150 million investment. Accord-
ing to Bloomberg, IKB was Germa-
ny’s first casualty of the U.S. sub-
prime mortgage crisis in 2007 after 
its investments in asset-backed se-
curities collapsed. KfW, Germany’s 
state-owned development bank, in-
jected almost $13.5 billion into IKB 
in 2008 to stabilize the country’s 
banking system.

There are several issues that will 
continue to unfold with the inter-
national attention on Goldman 
Sachs, including controversy over 
bankers’ pay and bonuses, and the 
push for Wall Street financial re-
forms championed by the Obama 
Administration.

HEAD BANKER: In this file photo, Lloyd Blankfein, Chairman and CEO of Goldman Sachs is seen during an interview on October 16, 2009 in New York City. Jemal 
Countess/Getty Images for Time Magazine
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Apple delivers 90 percent higher 
earnings, exceeding expectations
By Antonio Perez
Epoch Times Staff

NEW YORK—Apple Inc. (AAPL) 
on Tuesday reported revenues and 
income far exceeding analysts’ ex-
pectations in another blowout fiscal 
second quarter.

Said CEO Steve Jobs, “We're 
thrilled to report our best non-hol-
iday quarter ever,” according to a 
company statement.

The Cupertino, Calif.-based 
computer and consumer electron-
ics giant unveiled first-quarter rev-
enues of $13.5 billion and $3.33 in 
earnings per share, far surpassing 
the Thomson Reuters analyst con-
sensus of $2.45 in earnings per 

share.
The main driver of the growth? 

Look no further than the company’s 
popular iPhone smartphone, which 
sold 8.75 million units—easily dou-
bling last year’s figures.

Additionally, Apple sold 2.9 mil-
lion units of Mac computers and 
notebooks, also higher than the 
same period last year, albeit by 33 
percent. Sales of the iPod—includ-
ing the iPod Touch—remained 
flat.

In another move that surprised 
Wall Street analysts, the tradition-
ally conservative Apple gave current 
quarter financial guidance that ex-
ceeded expectations.

“Looking ahead to the third fiscal 

quarter of 2010, we expect revenue 
in the range of about $13.0 billion to 
$13.4 billion and we expect diluted 
earnings per share in the range of 
about $2.28 to $2.39,” said Peter 
Oppenheimer, Apple’s CFO, in Ap-
ple’s release.

Wall Street was expecting $12.97 
billion in revenues for the current 
quarter. Oppenheimer attributed 
the sanguine projections to the 
company’s expected release of the 
next iteration of its iPhone.

“We've launched our revolution-
ary new iPad and users are loving 
it, and we have several more extraor-
dinary products in the pipeline for 
this year,” Jobs announced in a com-
pany statement.

Apple CEO Steve Jobs speaks during an Apple special event April 8, 2010 in Cupertino, California. Apple Inc. on Tuesday 
reported revenues and income far exceeding analysts' expectations. Justin Sullivan/Getty Images
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