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1998 SSSB Election Results 
by Exchange Staff 

Bery year Sy Syms candidates g0 
hrough a grueling week of cam 
aigning in order to gain a posi-

tion on the executive board of the 
Sy Syms Student Association of 
both the uptown and midtown cam­
puses of Yesh-iva University. This 
year, being no different, has shewn 
some candidates enter office wi,th 
ease, while others with difficult,¥. In 
the uptown campus of SSSB, the 
Presidential elections may go down 
as one of the closest elections in his­
tory, with David Neiss ending up vic­
torious, attaining a narrow victory 
over Menachem Schechter ar.id Jer­
emy Blank. Said Neiss when asked 
about his victory, "l 1m glad I'll be in a 
position to help the SSSB student 
body to my fullest capaci ty. u Joseph 
Dyckman won the office of Vke 

Pr:esider:it a111d Joshua Swedar:sky cap­
tured the office 0f the Sec~etary. The 
positii!Jn of Treasurer has yet to be 
determined as one of the candidates 
was accidentally omitted from the 
ballots, forcing the Canvassing Com­
mittee to postp0r:ie that race to a 
later date. 

With regard t0 the midtown 
p0siti0ns, Adir.ta Laber'feld secured 
the pasition of President with little 
effort, as she ran uncontested for that 
office. Commenting om her vision for 
next year, she said: "My main focus 
is to motivate students in joining stu­
dent clubs, and enjoy their SSSB ex­
perience.• Marina Klochan assumed 
the office of the Vice President, with 
Susan Wohlgelernter entering as Sec­
retary, and Carla Schrora attaining the 
position of Treasurer. 

CEOs Lecture at Sy Syms 
by Seth Galena 

Eery Friday morning, as most of the 
tudents at Yeshiva University 
lowly make their way home in 

preparation for Shabbos, a group of well 
dressed, slick, Sy Sym's School of Busi­
ness students are up and moving. Thec:e 
ambitious students are up early and 
"dressed-for-success." They are rushing to 
catch the 9:00 AM shuttle that transports 
them to the Midtown Campus, where 
they attend the dynamic course, Contem­
porary Problems in Business. 

This is no ordinary class. First of 
all, it is Co-ed, and is offered to all Sy 
Syms School of Business students re­
gardless of gender (eligible bachelors 
only). When attending the class, every 
student must come dressed in profes­
sional business attire. This is in order 
to keep the course professional, and as 
Eric Pinkis, 5558 junior, said, "c,eates a 
more mature and business oriented en­
vironment." 

The course itself is a series of lec­
tures given by top professionals in firms 
ranging from Toyota to Smith Barney. 

The class meets every Friday, and each 
week another guest speaker delivers a 
lecture on a different contemporary 
problem that may arise in his or her 
field. 

Professor Fred Palumbo, a popu­
lar Sy Syms professor of marketing, is the 
coordinator of this extraordinary and 
challenging class. Professor Palumbo or­
ganizes and draws in most of the execu­
tives via his own connections in the busi­
ness world or through various YU alumni 
and friends. The Professor demands a 
lot from his students, especially in terms 
of preparation. Each student must come 
to class prepared with a general biog­
raphy of the weekly lecturer, and infor­
mation on the industry and company 
in which the featured professional 
works. All work is submitted to Profes­
sor Palumbo prior to the class. 

The Internet is the source that 
most students use to obtain their infor­
mation about the speaker, his or her 
company, and the respective industry. 

continued on page 3 

Volunteer income Tax 
Assistance at SSSB 

by Isaac Galena 

0 n February 22, The Sy Syms 
School of Business took a big 

· step forward in strengthening 
their relationship with the people of the 
Washington Heights community. The 
initiation of the Volunteer Income Tax 
Assistance Program, known as VITA, on 
the Yeshiva University Campus, has cre­
ated a "win-win" situation for the stu­
dents of Sy Syms and the residents of 
Washington Heights. The VITA pro­
gram is a national program funded by 
the Internal Revenue Service that es­
tablishes volunteer community tax as­
sistance centers throughout the coun­
try. This is the first year the program 
has been offered on the Yeshiva Uni­
versity campus, and from the perspec­
tive of the college and the community 
it is an unquestionable success. 

Much of the program's success 
is due to the efforts of Harold Willig, 
SSSB '98. Willig, an accounting major, 
is the head of the VITA program at YU, 
serving as both site coordinator and 
publicity director. Says Willig, "VITA 
opens up an opportunity for account­
ing students to get real world experi­
ence, while at the same time it provides 
a much needed service to the commu­
nity. Although some Sy Syms students 
have participated in the past, never 
before has the VITA program been on 
campus." 

The VITA program has certainly 
helped those who need help the most. 
Many non-English speaking families, 
with limited to moderate income, have 
walked through the doors of Bel fer Hall, 
where the program takes place every 
Tuesday and Sunday. 

Linda Chambers, one of the 
major VITA marketing heads of the 
Outreach Board of the Taxpayer De­
partment for the IRS says, "YU is in 
one of the most important locations. 
The VITA program is something the 
people of the Washington Heights 
community can really take advantage 
of. 11 Chambers, who visits each of 
the 300 VITA sites in the New York 

City area, praised the University's and 
stud·entc;' professionalism, support and 
participation. 

The VITA program works as fol-
1 ows: Community residents enter 
Bel fer Hall bringing any financial docu­
ments they posses. A YU volunteer 
sorts and searches for the relevant 
documents. "People have brought in 
the weirdest things," says volunteer Tzvi 
Shapiro, "Many of the people have little 
understanding of the tax process." 
Each volunteer then goes through a se­
ries of questions to analyze whether the 
participant is able to qualify for certain 
lower income credits. They are pre­
sented with a W2 form and the student 
volunteer fi 11s out the 10-40 tax docu­
ment for the participant. After each vol­
unteer finishes the tax form, major su­
pervisors review the work for accuracy. 

Moshe Blitz has played an intrin­
sic part to the supervising of the entire 
program. "Many people do not speak 
a word of English, so at times we arc 
talking with hand signals and sign lan­
guage. The people who have come in 
for help have been extremely overjoyed 
and ecstatic at the program. For many 
of them it is their first time actually hav­
ing any sort of connection with the Uni­
versity and are greatly impressed by the 
professionalism of the students and of 
the University." 

In order to become a volunteer 
in VITA, students were required to take 
courses in Federal and New York State 
taxes . Each member also had to pass a 
standardized IRS exam in order to par­
ticipate. Despite these requirements, 
the student turnout w~s overwhelming. 
Says Chambers, "The students at YU 
are top notch and very professional." 
Having over 50 volunteers enabled the 
shifts to be conveniently chosen and 
easily scheduled. 

The VITA program was highly 
publicized throughout Washington 
Heights. Besides the numerous posters 
and flyers on several store front win-

Hesby Willig (standing) and VlT A supervisor (seated left) assist two olhers with tax retu 



From the Editor1s Desk 
Many people have probably 

speculated as to what the status of 
this newspaper is after certain rum­
blings that have occurred along with 
their respective printed coverage. 
Support of these claims come in the 
form of alleged financial trouble and 
a lack of staff. For anyone who still 
believes in these rumors, this paper 
should set things straight. This paper 
is as much a staple of the Sy Syms 
experience as any class or club. The 
show will go on. That being said, I'd 
like to thank Jeffrey Gamss and 
Mitchell Rich for their invaluable help 
in getting this paper out while they 
were part of the staff. I'd also like to 
thank the new members of my staff 
for aiding me in my time of need; 
your assistance couldn't have come 
at a better time. In addition, I'd like 
to finally thank SSSBSA President 
Simcha Gissinger and tbie various 
Deans for their advice and assistance, 
as well as The Commentator for the 
use of their office and resources. 

All this aside, I'd like to take 

Dean's 
Messafe 

This year is turning out to be 
the most exciting year in Sy Syms 
School of Business history. There 
are many areas we can be proud 
of including record enrollments, 
curriculum additions, our place­
ment record and our dedicated 
faculty and staff. However, this 
year in particular, we can be es­
pecially proud of our student body. 

Our students this year were 
particularly active in making the 
school a better place.. Student 
leaders of various Sy Syms School 
of Business organizations helped 
generate the excitement and the 
students themselves helped make 
this a banner year. When I think 
of all the effort students expended 
in developing the Senior Awards 
Dinner, I marvel at their initiative 
and leade!'Ship ability. 

As the year draws to a close, 
I want to particularly congratulate 
our seniors who will be graduat­
ing shortly. These young men and 
women will now join the ranks of 
a particular exclusive organization, 
the Sy Syms School of Business 
Alumni Association. I am certain 
that as they make their way in the 
world, they will fulfill the mission 
of the Sy Syms School of Business 
as leaders in bl!lsiness, industry, 
society and the Jewish community. 

Harold Nierenberg, Ph.D. 
Dean 

The Exchange would 
like to wish all 

sudents, faculty, and 
alumni a happy and 

Kosher Pesach!!! 

time to truly address my readers. As 
this paper has thus far succeeded in 
its goal of becoming a monthly pub­
lication, there is much more that can 
and has been ·done. Note that a spe-

cial election coverage pamphlet was 
published for the student body to in­
form them of the 5S5B candidates' 
platforms while production of this 
paper was being completed. What 
would be of great value to me would 
be feedback from you: the students, 
the alumni, the faculty and the admin­
istration. How are we doing? Is there 
something you would like to see 
more of? Less of? To me, this is the 
most important part of my production 
schedule - the results, the reactions. 
Feel free to give your comments and 
reactions, through mail or email at 
the addresses shown at the end of the 
paper. Thanks for staying with us, 
keep reading, and have a happy Pass­
over! 

Sincerely, 

Yair Oppenheim 
Editor-in-Chief 

SSSB Presidents• 
Messages 

It is with great pleasure that I 
write this letter for yet another edi­
tion of The Exchange. I'd like to ex­
press much gratitude to Yair 
Oppenheim for his hard work in pub­
lishing this periodical throughout the 
academic year. 

The past few weeks have seen 
an abundance of activity on campus. 
We have hosted speakers in the fields 
of corporate finance, investment 
banking, institutional sales, credit de­
rivatives research, management con­
sulting, advertising, retail, direct mar­
keting and public relations. The In­
vestment Club has met once again, 
and the Joint Bu-siness Society has 
successfully opened and operated 
Morg Mart. Among the plans for af­
ter Pesach are the Sy 5yms Dinner, 
to be held on Monday, May 4th, and 
possibly some more recreational ac­
tivities for students to enjoy. 

As the year slowly winds down, 
I emphatically urge all of you to look 
back on this past academic year and 
think of all of the things that you ac­
complished, but also of all of the op­
portunities that you allowed to pass 
you by. The chance to study in a 
world renowned university and simul­
taneously learn from some of the 
most highly regarded Rabbanim that 
are alive today is one that you will 
probably never have again. Take full 
advantage of it while you can. 

Sincerely, 
Simcha Gissinger 

President, SSSB 

On April 1, 1998, the Sy Syms 
School of Business-Midtown elec­
tions for the upcoming school year 
were held and I am quite upset by 
them. The elections include the Ex-

ecutive Board as well as the offices 
for the clubs and societies. Only two 
offices were contested on the execu­
tive board, and with the clubs, no 
candidates ran opposed and there 
were even some offices which had no 
candidates at all. 

Do not get me wrong, I am 
confident that they will do a superb 
job. What I am bothered by is the 
lack of interest among the student 
body. There is so much to gain from 
getting involved in school. One rea­
son that comes first to everyone's 
mind is that getting involved or hold­
ing an office on the student council 
"looks good on your resume." Let me 
tell you, from my own experiences, 
that there is a lot to say for this. 
Many of us may not be thinking long 
term right now, but all S55B students 
eventually go on job interviews and 
experience weigh just as heavily, 
probably even more, than one's GPA. 
There are other great reasons to get 
involved. It enhances your whole col­
lege experience, it gives you more to 
do than just your school work and it 
helps you meet new people. 5558 is 
a relatively small school, but we have 
a large percentage of capable stu­
dents which should give us an advan­
tage. Although it is too late to join 
the upcoming Sy Syms School of Busi­
ness Student Council, keep in mind 
that there are plenty of areas to in­
volve oneself in SSSB. Keep your eyes 
open,take hold of the great opportu­
nities that are right in front of you 
and by next year's elections, I hope 
to see more than one person running 
for each office on the election bal­
lot. 

Sincerely, 
Cheri Ochs 
President, SSSB 
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Sachs Delivers Lecture on World Economies 
by Kenneth Sicklick 

Dr. Jeffrey D. Sachs, director of 
the Harvard Institute for In 
ternational Development, 

spoke on the topic "Fostering the 
Rule of Law in Transition Economies." 

Dr. Sachs has been called ar­
guably the most important economist 
in the world by the New York Times. 
He has served as an economic advi­
sor to numerous governments all 
over the world. He serves as co­
chairman of the Advisory Board of 
the Global Competitiveness Report, 
and has been a consultant to the IMF, 
the Organization for Economic Co­
operation and Development, and the 
UN Development Program. While 
advising the president of Bolivia, Dr. 
Sachs helped reduce that country's in­
flation rate from 40,000% to 10%. At 
the same time he advised the govern­
ments of Argentina, Brazil, Ecuador, 
and Venezuela on financial reform, 
and Poland's Solidarity movement on 
radical economic transformation. 

Dr. Sachs said that a transition 
economy exists in a country that is 
moving from one economic frame­
work to another, such as Russia's 

move away from communism . Other 
examples of transition economies can 
be found in Poland and the Czech 
Republic . The theory, according to 
Dr. Sachs, is that the move from com­
munism to a market economy will be 
significantly smoother and quicker in 
countries that are governed by the 
rule of law. 

What exactly is this rule of law? 
It requires a framework for politics 
and power such as a constitution that 
is created with laws clearly and un­
deniably protecting individuals' basic 
freedoms. One such freedom, in fact, 
the most important one with regards 
to becoming a market economy, is 
the individual's freedom to write 
contracts. Rule of law also requires 
that citizens of the country obey the 
country's laws and that the police 
and state governments enforce the 
laws. 

Although it is not clear exactly 
how a country can best achieve a rule 
of law, a study of what prevents its 
existence should certainly shed some 
light on the situat ion. If a country 
has abundant natural resources, it 

Friday Business Lecture 
continued from front page 

Professor Palumbo encourages using 
the "information superhighway- as 
well as pri,nt and trade magazines, 
which are the most current sources 
of information. 

The questions that each stu­
dent must prepare dealing with 
problems that are currently found in 
the speaker 's field of business are 
the focal point of the class. After the 
genera! lecture Professor Palumbo 
opens the microphone to the students 
for any quesNons or comments they 
may want the speaker to discuss. This 
is where the professional cam get spe­
cific by displaying l;iis knowledge ai:id 
giving the students a real, up-close 
and persona l look at the inside of his 
or her field. the students truly wit­
ness the composure, experience, elo­
ql!lence, and hard work traat each of 
these execl!Jtives worked so dili­
gently to achieve. The lecturers spell 
out what it takes to make it in a par­
ticular business arena. 

The guest lecturer is awarded 
a certificate of recognition at the con­
clusion of their speech on behalf of 
the entire class, in appreciation for 
taking out time from their busy sched­
ule to come speak to the class. After 
every lecture, this ambitious gro1:1p of 
students tegularly prevai l ctpon the 
speaker to answer even more indi­
vidual and specific questions about 
expenses, tips, and applications, that 
they may ,have not wanted to ask dur­
ing the question session. However, 
the thought that may enter most 
peoples' minds is that maybe the fea­
tured speaker is in need of a new 
emp)oyee. The executives are willing 
and ge~erous to answer all ql!Jestion? 
and have been known to linger for 
over an hour just chatting with the 
students. 

The lecturers come from a va­
riety of businesses, wh ich gives the 
class a more diverse and broad view 

of management in its numerous 
forms and responsibilites. The presen­
tation format of the guest lecturers var­
ies with use of videos, projected slide 
shows, hand outs and even sample 
products. 

The list of featured speakers in 
this program includes an all-star cast in 
every field of business. Alexandra 
Lebenthal, CEO of Lebenthal & Co., 
spoke to the Generration X'ers about the 
hard work and effort that is needed to 
achieve success. Takeshi Nagaya from 
Toyota gave a foreign point of view, al­
though he was raised in America, about 
the difficulties in dealing with cultural 
change. Richard Goldstein illustrated 
the globat expansion of Unilever and 
its enormous management struGture. 
Jacob Goldman, of Xerox, surprised 
everyone, despite his age, with his 
clever wit and humor as he discussed 
the decision making process of upper 
maAagement. The lecturers made sure 
to clearly cfef.ine their role in their re­
spective companies, as well as thetr 
relation to other sectors of mamage­
ment, to help the students get a clear 
picture of the work environment. 

The work is hard, ar,id the class 
meets OR Ftiday, but the benefits are 
astounding. Not oi:ily do these future 
entrepreneurs gain advice from busi­
ness leaders, but they also get a feel 
of being around experts, and a taste 
of what it takes to become a success 
in today 's corporate America 

Making connections in the busi­
ness world is always a good start, and 
what better way ta meet key players 
than by going to class. 

The class is usually one of the 
Jiirst to get locked out on registration 
day, so if you are interested in a dy­
namic and unusual opportunity, do 
not pass up this Sy Sym's class. Eric 
Pinkis, a SSSB junior, even com­
mented, "It is a pleasure going to 
class .. . even on Fridav." 

can have a hard 
time achieving rule 
of law. Quite sim­
ply, the country's 
leaders, in an at­
tempt to retain con­
t ro I over the re­
source, whether it 
be gas or gold, will 
keep their control 
by preventing a 
market economy 
from taking hold. A 
country's geogra­
phy might also pre­
vent an efficient 
transition into a 
market economy. 
Poland, a country 
with access to wa­
ter trade-routes, is 
making great strides 
in its economic de­
velopment. Such is 
the case with many 
countries that have 
coastal economies. 
In stark contrast to 
Poland, Russia is 
having a very hard 
time economically. 
This can be attrib­
uted to Russia's 
geographic loca­
tion, that is to the 

Director or the Harvard Institute ror International 
Development, Jeffrey Sachs 

fact that Russia abuts no major wa­
terways . And, finally, private con­
tracting also seems to accelerate a 
transition economy's shift towards 
capitalism . 

Now, how do we measure a 
country's rule of law? This, too, is 
relatively easy . The less corruption 
in a country, the greater the rule of 
law. Our goal is to increase the rule 
of law, because statistical analysis 
has shown that the greater the rule 
of law, the greater the growth in 
GDP. Corruption is measured, ac­
cording to several Harvard business 
professors, with the answers to some 
key questions: Does the country have 
a lot of bribing? Is there a lot of tax 
evasion? Is organized crime ram­
pant? Not coincidentally, Russia, sta­
tistically, has the second worst num­
bers in all three of these areas, and it 
is suffering setback after setback in 
its economic development and 

growth. Corruption can also be mea­
sured can also be measured by look­
ing at the size of a country's black 
market. A survey of businessmen 
can determine how much income 
they hide. Surely, though, some busi­
nessmen will lie, so we look to a bet­
ter measure of black markets. Elec­
tricity is a measure of economi c ac ­
tivity. When a country has enormous 
use of electricity and rel ,1 \cly low 
market economic activit tlw re is 
certainly a lot of black market activ­
ity. In 1989, Russia's underground 
markets contributed 15% of Russia's 
economic activity. In 1994, that num­
ber shot up to 45% . This is yet an ­
other stumbling block that Russia has 
been dealing with. 

According to Sachs, and as 
proven by numerous examples, the rule 
of law sh.ould be fostered in order to fa­
cilitate the shift of economic policy from 
communism to capitalism. 

Syms Students Assist 
Others During Tax Time 

continued from front page 
dows, a 600 piece mailing was sent to sets. First, it has developed a stronger 
the community board and the program bond between the students and the 

, s written up in the New York One community that surrounds them. Sec-
L munity Calendar. Despite the large and, it has provided a location for stu-
marketing campaign, the VITA program dents to gain hands-on experience and 
had a relatively small turnout from the practical work without taking the 
community. "I expect in the next few dreaded iron horse downtown. "VITA 
years the turnout to be much higher," certainly gives you the tax experience 
says Willig. Chambers says, "The strong that any accounting firm is looking for," 
need for the VITA program in the com- says Tzvi Shapiro. Moshe Blitz says," 
munity will eventually lead to the YU The students have worked exception-
site being the busiest contributor to the ally well with the community members 
VITA program." and with each other. Programs like 

For the firs t year in its existence VITA are the future way Sy Syms can 
VITA in YU has certainly provided the better establish itself in the Washing-
Sy Syms School of Bus iness with two ton Heights community and in the busi-
extremel y important and valuable as- ness wor,ld." 

, . ,,: .. - ~ ~.(. .. 
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DILUTED SHARES - FASB 1S NEW RULE 

I The Beginning, God created Heaven, 
arth and the FASB. And, because so 

much work was needed above and be-
low The Avenue of Amsterdam, God cre­
ated Adam, a 20-year old sophomore at 

• Yeshiva University's Sy Syms School of 
Business. 

Now Adam, like most other 
people born in the late 1970's, was inter­
ested in learning how to make money as 
quickly and as easily as possible. 
Weaned on the nursery rhymes of "The 
Donald," Adam aspired to be as rich and 
successful as He. But Adam did not want 
to wait until his graduation in another two 
years. Adam knew that he must devise 
a plan to make lots of money while he 
was still a sophomore in college. An 
ambitious person, Adam stayed up for 
many days and many nights pondering · 
this dilemma. 

The Angels on High knew that 
Adam had not finished all of his Sy Syms 
finance courses and therefore did not 
know of all the possible ways to make 
money. Adam had heard that many in­
vestors put their money in the stock mar­
ket, but he feared the potential risks of 
losing all his birthday money and the 
money left on his CAF card. Adam had 
only saved $1,000 from his past three 
birthdays; he could only buy a couple of 
shares of stock anyway. But Adam's eyes 
saw big dollar signs. He could not settle 
for just a little profit. If he was going to 
make enough money for the life he de­
sired, he needed to make tons of money. 

Late one night, while Adam was 
sleeping in front of his lap-top computer 
terminal, he had a dream in which God 
appeared on-line. God cyber-spoke to 
Adam and said, "I know a way you can 
make lots of money without doing too 
much work." Realizing that this was a­
once-in-a-lifetime opportunity, Adam 
waited patiently as God told over His 
plan. God said to him, "I want you to 
start a computer company. My only rule 
is that you must be completely hpnest." 
God continued, explaining /o him that 
he was allowed to make as much money 
as he wanted, but when he reported the 
net income figure on the income state­
ment, he must not deviate one-hundredth 

by Joey London 
of a cent or he would be punished se­
verely! 

While sprawled out on Yeshiva 
University's spacious grass campus near 
the River Hudson one day, Adam con­
templated all the details of his soon-lo­
be company. Suddenly, a snake ap­
peared from a hole in the ground and 
jumped out at Adam. At first Adam was 
about to scream for YU Security, but the 
snake called, "I know how you can make 
lots of money without deviating one-hun­
dredth of a cent from the reported net 
income." This got Adam's attention and 
he decided to hold off on calling secu­
rity. 

The snake's idea was to set up a 
company and issue stock, just like most 
other companies. But there would be 
one difference, the snake told Adam. He 
would draw up 10,000 shares of stock 
but only sell 5,000. The snake advised 
Adam to reserve for himself the right to 
buy the remaining 5,000 shares for only 
$1 a share. He would not have to regis­
ter these 5,000 shares, and could save 
them for a later time when the stock price 
would rise. Adam could then pull out 
these shares and make a great profit by 
selling them. 

While this idea was interesting, it 
was only quasi-legal and could pose prob­
lems for Adam later on. So the snake in­
formed Adam that there was even a bet­
ter plan, but it would take a lot of work. 
Seeing dollar signs, Adam listened to 
every word that the snake told him. 

Since Adam would only be re­
quired to report the shares of stock that 
were in the community's hands, and not 
have to include those shares of stock 
form the stock option plan, he could re­
lay to shareholders that their earning per 
share(EPS) was higher. Instead of spread­
ing the company's earnings over all the 
shares, they would only be divided by 
the public shares. This would make in­
vestors want to put money into the com­
pany, driving the stock price up and mak­
ing Adam's share even higher. 

Adam was content with this plan. 
What could be immoral or unethical 
about having a high EPS? And in accor­
dance with God's wishes, the net income 

figure would not change. Adam was so 
confident in the snake's plan that he de­
cided to take a short nap before his next 
class. But while Adam was sleeping, God 
appeared to Adam in a dream and said 
that he shotild be wary of carrying out 
the snake's plan. 

God informed Adam that one of 
God's messengers, the FASB, would dis­
allow this practice in FASB Statement 
128. This statement would be effective 
for periods ending December 15, 1997. 
Adam responded, " Who are these 
people and why do they want to stop 
this practice." God replied, "They are 
known as FASB, pronounced as it is read. 
The FASB is an independent creature of 
the private sector and is financially sup­
ported by various professional account­
ing associations (such as the leading or­
ganization of auditors, the American In­
stitute pf Certified Public Accountants, 
also known as the AICPA). The FASB's 
rulings on GAAP are known as FASS 
Statements. The FASS was established 
in 1973 as the replacement for the 
APB(Accounting Principles Board). The 
APB consisted of a group of eighteen 
accountants who worked part time and 
issued a series of thirty-one APB Opin­
ions during 1962 to 1973." 

"But", Adam asked, "What power 
does FASB have, and what is this FASS 
Statement 128 about?" God replied that 
FASB has been delegated ruling-power 
by the SEC(Securites and Exchange 
C:ommision), which in turn has been del­
egated power by the U.S. Congress. 
God further explained to Adam that 
Statement 128 was to establish stan­
dards for computing and presenting 
earnings per share(EPS). This Statement 
simplifies the standards for computing 
earnings per share, which had been pre­
viously found in APB Opinion 15, Earn­
ing Per Share, and makes them compa­
rable to international EPS standards. The 
provisions in the Statemennt are substan­
tially the same as those in International 
Accounting Standard 33, Earnings Per 
Share, recently issued by the Interna­
tional Acounting Standards Committee. 

Statement 128 also replaces the 
presentation of primary EPS with a pre-

sentation of basic EPS. It furthermore 
requires dual presentation of basic and 
diluted EPS on the face of the income 
statement for all entities with complex 
capital structures. Primary EPS is calcu­
lated by taking the earnings available and 
dividing by the average number of shares 
that would have been outstanding if war­
rants and convertibles that are likely to 
be converted in the near future had actu­
ally been exercised or converted. (A war­
rant is an option issued by a company 
which gives the holder the right to buy a 
stated number of shares of the company's 
stock at a particular price. A convertible 
is a security, usually a bond or preferred 
sock that is exchangeable at the option 
of the holder of the common stock of the 
issuing firm). 

Basic EPS excludes dih,1tion -- a re­
duction in earnings per share that arises 
from some changes among shareholders' 
potential interests -- and is computed by 
dividing income available to common 
stock holders by the weighted average 
number of common shares outstanding 
for the period. Contrary to basic EPS, 
Diluted EPS reflects the potential dilution 
that could occur if securities or other con­
tracts to issue common stock were exer­
cised or converted into common stock 
or resulted in the issuance of common 
stock that then shared in the earnings of 
the entity. 

After hearing that the FASB would 
change the law for 1998 financial state­
ments, Adam decided to scratch the 
snake's plan. Adam seized the snake that 
would have tempted him to violate the 
FASB's new 'rule and struck the snake 
against the computer terminal screen. As 
the snake broke into tiny pieces, Adam 
noted a strange formula on the terminal 
screen. It was the FORMULA - these­
cret elixir to save the world's computers 
from destruction at the stroke of the com­
ing Millennium. Adam would be rich. 
Adam would be able to afford his own 
lawyers, his own lobbyists and his own 
public relations firm. He would no longer 
need to deal with diluted shares. He 
would finally be able to marry his girl­
friend Eve, and live in any of the Five 
Towns that he wanted. 

How Michael Jackson Ruined the Music Industry 

W ild theories abound in the 
music industry about why the 
quality of records released has 

dete'riorated so dramatically. Though my 
theory about this matter is not well docu­
mented I bring substantial proof that 
Michael Jackson is to blame for the cur­
rent state of music quality or lack thereof. 

A record company is like an indi­
vidual investor. The record company 
must attempt to create a portfolio of art­
ists that will sell at a constant growth rate. 
They are like a mutual fund of music, if 
you will. Until the 1970's, record compa­
nies would sign acts that they believed 
would sell 500,000 copies (gold record) 
and were extremely satisfied with a such 
a figure. The company would sign 50 of 
the acts in the hope of selling 25 million 
copies and by marketing these groups in 
an easy manner, they would create long 
term demand for such artists. This is why 
the Rolling Stones are still going strong. 
Any preliminary course in marketing will 
tell you that information overload does 
nothing but turn off the consumer. This 

by David Rappaport 
is something the record companies knew 
but forgot when Michael Jackson re­
leased Thriller. In finance terms, what hap­
pened was that Mr. Jackson convinced 
senior citizen investors that it was time 
to play the market and begin to hedge 
bets that could be construed as ex­
tremely risky. Allowing artists to grow on 
their own without immediately forcing 
them on the public allowed the artist to 
grow and mature into solid performers 
before becoming international superstars 
only 5 albums into their careers. 

Michael Jackson sold 25 million 
copies of Thriller when it was first re­
leased. The industry reacted by question­
ing their current practices. They thought 
to themselves "Why should we market 
50 different groups that sell 500,000 
records each and have to appeal to all 
the different market segments when all 
we really need to do is find a 25 million 
seller or two artists who can sell 25 mil­
lion copies by themselves. It seems like 
record companies began to listen to their 
marketing departments in the hepes of 

cutting down marketing costs at the ex­
pense of the artist. Additionally, there 
aren't as many legal battles to take part 
in and accounting becomes that much 
easier. As a result of this short term in­
vesting we have gained nothing but The 
Spice Girls, No Doubt, and Bush. These 
are all artists who will not last because 
they are heard way too much. It's like 
hearing Will Smith's "Gettin'Jiggy Wit If' 
on MTV. First you see the video on its 
regular heavy rotation during the day. 
Then you see it on the Top 10 Jams of 
the Day and then you see it again on 
request and again on the Top 10 of the 
day. There's only so much that anyone 
can get}iggy Wit It, know what I'm say­
ing? Why is it that no one even remem­
bers Hootie and the Blowfish? Pearl Jam 
will never sell as many records as they 
did for their first album because we saw 
too much of the Seattle scene during the 
grungemania of 1993 and 1994. Re­
member that movie Singles? I try to for­
get. 

This practice of short lerni invest-

ing does nothing but damage the artists 
and create music columns entitled " Re­
member them .. ?" An artist doesn't have 
much of a chance of surviving 3 albums 
in today's current market. The effects have 
already been seen on many labels that 
have gone bankrupt or have had to 
reconfigure in order to somehow regain 
lost glory. The only way to solve this prob­
lem is to search for the long-term invest­
ments once more. Unfortunately, not many 
exist because the artists are al I price takers 
and not price makers. What this means is 
that artists change with the desires of the 
record companies in the sense that future 
artists are influenced by present day artists. 

When searching for a suitable sta­
tion on your radio dial remember that it 
is quite likely you won't hear anything 
good. This is not because the artists are 
horrendous, but because the record com­
panies have made it this way. Even a Ye­
shiva College student will tell you it is 
foolish to put all your money on one 
stock. Remember to diversify your invest­
ments as well as your cultural experiences. 
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THE ASIAN COLLAPSE 
It's Probably Not As Bad As You Think It Is! 

e recent turmoil in the Asian mar 
et was a very alarming incident. 
s effects on the US economy are 

an important matter to consider. Will the 
collapse of Asia's financial system spread 
to the US and adversely affect the recent 
growth we've been experiencing? 

The Asian market experienced 
problems for a number of reasons. The 
first is that the Asian banks were using 
unsound lending principles. They were 
making long term loans on money that 
they themselves had only borrowed short 
term. When the time came for them to 
repay their short term loans, they had no 
funds with which to do so. The second 
problem was that the banks were bor­
rowing dollars and relying on the strength 
of their own currencies to repay the 
loans. A strong dollar, combined with 
the col lapse of propped up Asian curren­
cies, has made it very costly to repay 
dollar loans with local Asian currencies, 
thereby making the banks unable to re­
pay their debts. The third problem was 
that the banks were lending money to 
institutions that were bad credit risks. 
Therefore when the borrowers did not 
repay their loans the banks could not 
meet their obligations. 

To truly understand the underly­
ing roots for the Asian market's troubles 
we first must understand the reasons why 
the Asian financiaP institutions were tak­
ing such enormous risks. The main prob­
lem was that foreign and Asian institu­
tions felt that the Asian governments 
would bail them out in the case of a 
market collapse. This presumed safety 
net led to the excesses that the banks 
took in Asia. Depositors, shareholders, 
and lenders to Asian banks all assumed 
that the Asian governments would pick 
up the tab if the banks failed. Further­
more there is a serious epidemic of 
cronyism in the Asian political systems. 
Many of the leaders of the developing 
Asian markets are more interested in lin­
ing their own pockets, rather than in en­
suring that their ventures rest on sound 
financial backing. This problem is well 
illustrated by President Suharto's regime 
in Indonesia. That government's fiscal 
policy appears to have been designed to 
reward Suharto's relatives and close sup­
porters. The problems include tax incen­
tives for his son's national car project and 
government backing for risky ventures 
undertaken by his daughter. In order to 
solve this problem, the IMF has forced 
Suharto to abandon many of his frivo­
lous and risky projects in exchange for a 
$47 billion bailout. 

Another problem was that banks 
in developed countries tend to throw 
money at developing countries with rap­
idly growing economies. The borrowers 
take all that they can until their curren­
cies col lapse, and are then swamped with 
a foreign currency debt that they can't 
repay. For example, Japanese banks 
could raise funds at home for 1 % inter­
est, and then lend to Thai or Malaysian 
banks for 4% or 5%. Those banks would 
then lend the money at 7% or 8% to a 
risky project. When a large number of 
risky projects failed, the banks could not 
meet the obligations they had to their 
creditors all the way up the line, so that 
the repercussions were felt all the way 
up to the original bank. ' 

b, 

by I Ian D. Scharf 
The effects of the col lapse of Asian 

banks is extremely devastating to the 
Asian economy, especially in South Ko­
rea, Indonesia, the Philippines, Malaysia, 
and Thailand. The economies of Japan, 
China, and Hong Kong were affected to 
a lesser degree. The most distressing 
consequence is that the region is now in 
the midst of an economic recession, 
which if left unchecked could result in a 
depression. Layoffs in the region are up 
this year, with 500,000 occurring in In­
donesia alone. A contraction of 4% to 
8% is predicted for the region in 1998, 
reversing a long trend of robust growth. 
Furthermore, double digit inflation con­
tinues to plague the region, further ham­
pering growth efforts. The credit squeeze 
shows no sign of easing soon, which 
means that most businesses and banks 
cannot get the funds they need to rem­
edy their problems. 

The traditional Asian solution of 
exporting their way out of trouble has 
proved unmanageable for the Asian 
economies in the wake of the recent cri­
sis. Conventional wisdom dictates that 
if the local Asian currencies are weak 
then it is advantageous for them to ex­
port in exchange for foreign currency. 
Yet, the Asian economies are simply un­
able to stimulate exports for a number 
of reasons. The most obvious is that 
there is very little capital with which to 
fuel growth or stimulate manufacturing. 
Foreign capital injections are not forth­
coming due to foreign investors 
newfound caution in lending to insolvent 
or risky Asian banks. Furthermore, there 
is very little liquidity with which to invest 
in production. Second, regional intra­
Asian trade accounts for a large portion 
of the Asian market's exports and the 
regional slump has slowed down most 
of the economies in Asia leaving no Asian 
market with the capital to absorb a sharp 
increase in intra-Asian imports. The most 
significant barrier to an Asian-led recov­
ery is that the Japanese market, tradition­
ally the bulwark of Asian economy, is 
stagnant at the moment, with zero 
growth projected for 1998. The collapse 
of many of the Asian banks has contrib­
uted to the collapse of a number of Japa­
nese institutions, and Japan is now un­
able to finance a massive bailout of the 
faltering region. 

The difficulties facing the Japanese 
economy are monumental. In fact 
Japan's economy is so starved for capital 
that foreign firms are being encouraged 
to enter the Japanese economy in unprec­
edented numbers. Direct foreign invest­
ment in a large stake of Japanese compa­
nies increased by 70% from 1996 to 1997. 
Foreign financial firms are also gaining a 
new foothold in the Japanese economy. 
For example, Merril Lynch is taking over 
30 branches of the defunct Yamaichi Se­
curities in order to tap into Japan's $9.3 
billion personal saving pool. Foreign inves­
tors are also buying risky debt that is se­
cured by real estate in an effort to enter 
the Japanese real estate market. If the price 
of real estate rises they may foreclose on 
the loans or resell the debt. According to 
lchiro Shirakawa, a professor at 
Ritsumeikan University "We really need 
foreign capital to get our economy going." 

US banks were not as debilitated 
by the collapse of the Asian market as 

Japanese or European banks because of 
the lessons learned by investing in de­
veloping economies in South America 
during the 1980's. The US banks learned 
to avoid massive loans to voluble young 
markets during the debt crisis experi­
enced in Latin America during the '80's. 
American banks only had $23.8 billion 
invested in the region, whereas the Japa­
nese banks had $97.2 billion invested at 
the start of the crisis last summer. The 
disaster has assisted in causing 75% of 
Japanese banks to be insoluble, which 
resulted in a $228 billion domestic bank 
bailout program by the Japanese govern­
ment. The German and French banks 
have also invested more than the US 
banks in the region in a desperate bid 
for growth stemming from stagnant mar­
kets back home. 

The American banks were ex­
cluded from serious problems because 
of their advanced risk management sys­
tems. Red lights started flashing regard­
ing the region's financial instability as 
early as the first quarter of 1997. The 
other foreign banks ignored the risks in­
herent in overexposure to a single region 
and the serious threat of a local currency 
devaluation. 

The local populations began mov­
ing their savings from high risk local banks 
to those in the U.S. and Hong Kong, more 
secure foreign banks. For example, in 
Malaysia between October and Decem­
ber 1997, $5.9 billion was transferred by 
investors from domestic to foreign banks. 
The reason for the switch are simple. The 
foreign banks have newer technology, 
and provide more modern and sophisti­
cated services. The most important fea­
ture of foreign banks is their security. In 

fact, the foreign banks have been infused 
with so much cash that they literally don't 
know what to do with it. The crisis has 
benefited US banks by increasing their 
influence and power in the region. This 
is due to their more conservative lend­
ing practices and aforementioned highly 
sophisticated risk management systems. 

The Asian collapse is also not af­
fecting other areas of American industry 
as seriously as feared at the start of the 
crisis. Senior executives of US corpora­
tions are as optimistic today about the 
American economy as they were before 
the crisis began. The main reason for 
this is that the amount of goods that the 
US exports directly to Asia are not as 
large as most people assume they are. 
The US economy generally imports 
cheap products from Asia for domestic 
consumption. The fact is that the Asian 
crisis has served to drive down the cost 
of production and raw materials in Asia. 
When the cheaper Asian market is com­
bined with the still strong dollar, the re­
sult is that American purchasing power 
is stronger in Asia than before the crisis. 

The damage to American indus­
try is that the immediate future will see 
slower growth in the developing Asian 
economies. The Asian recession has hurt 
a number of firms that have a large ex­
posure in Asia, but the strong stock mar­
ket has not reflected the full extent of 
that problem due to strong domestic 
sales in the US. The truth is that although 
a few companies may have been inordi­
nately winded, especially telecommuni­
cations and other hi-tech, high growth in­
dustries, the overall effects of the Asian 
collapse on the US are considered mini­
mal and sometimes even beneficial. 

Commodities Trading 
continued from page 8 

tures trading account, you could trade one trades quicldy if they start to move against 
S&P 500 stock index futures oontract. If you you. 
were going to buy the equivafent amount 
of comrTIQI'} stocks, yoo would OJrrently 
need about $350,000, thirty.five times as 
much. Let's say you decided that the stock 
market was going tt> go up. You could in­
vest $350,000 and buy individual stocks 
equivalent to the S&P index, or you could 
buy one S&Pft.rtures contract. Buying a fu.. 
tures contract is the same as betting that 
the S&P index will goup. 

If you had made your move on the 
first trading day of September 1996 and 
held your position for two weeks, your 
common stock position woold have been 
worth about $20,000 more tf:lan when 
you bought it, a gain of about six percent 
Not bad for only two weeks! If you had 
taken the futures route, however, you 
would bave made the same $20,000, 
which would have been a 200 percent 
gain on the $10,000 margin required in 
your futures trading account 

That is al\} actuaf example of the tre­
mendous retums yoo can earn irn a short 
perioo af time trading futures. Of Olllf'Set 
yoo can lose money just as~ if you trade 
ifl the wroAg clirec:tioo. Suppose yoca llad 
thought that the stock market was abootto 
go clMn and you hacl 581d a futvres con-­
tract instead af bt,ying ene.1f yoo had val,. 
iandyheld itutwo weeks, ~wot.1ld have 
l<ffl $20,000, a 200 pertent 10$. That's a 

8 « must exit 

Another advantage of futures tract.. 
ingisnu:h lewerrelativeammJssims. Your 
commission on1he $2©,CXX> futures trading 
profrt would have been enly aoout $30 to 
$50. Commissions on individual stocks are 
typically as mueh as one percent for both 
boyimg and selling. That could have been 
$7,000 to buy and sell a basket of stocks 
worth $350,000. 

While profits can be large in com­
modity trading, itjs not easy to make consis­
tently eorrect decisions about what aoo 
when to buy and sell. Commodityspecula­
tioo~ an imrx,rtantadvam.ageoversuch 
illiquid whides as real estate and collectibles. 
lhebalancein yoor aa:oont is always avail,. 
able. If yoo maintain sufficient margin, you 
can even spend~ currentprofttoo a trade 
~dosingoutthepasition. Wrthstodcs, 
bonds and real estare, you can't spend.your 
gains until you actually sell the investment, 

In futures trading, it is~ easy to sell 
(also referred to as going short) as it is ta 
buy{afsenieoed,toas.pngloog). Bychoo!;­
ingmrectly, yoo caru:nakemoneywhethei' 
.~SG·IIIP eroown. Theref0re, trading a 
diversified poc1falioof futtnes marketseffers 
the~nityto praltfmm any potential 
ecmnomic S(;enario. Regardless ef.whelhet 
we have inflatien er deftation, ~ er de­
pressien; hl!lmica~ droughts, famines ar 
~, tbereisalwaysthepotential forprmt 
tradi ~ 
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Sy Syms School of Business 
Annual Student Dinner 

Monday May 4, 1998 
Manhattan Center 

The Grand Ballroom 
6:00 PM 

For Information and Reservations 
Please Contact: 

David Gross 
475 185th Street Apt. 6B 
(212) 740~4689 

Avi Karesh 
Rubin Hall 227 
(212) 568-2646 

Shaindy Kahn 
Brookdale Hall 6H 
(212) 481-1061 

Adina Loberfeld 
Brookdale Hall 3E 
(212) 447-0042 

Or Contact the Office of the Dean of the Sy Syms School of Business 
Belfer Hall Room 412 (212) 960-0845 

ALL STUDENTS: $25 
• . RESERVATIONS MUST BE RECEIVED BY APRIL 21, 1998 
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ISRAEL REPORT 
Venture Capital in Israel 

What does a country do when 
its venture capital scene is still 
in the developmental stages, 

and many of its innovative and imagi­
native ideas are falling by the wayside? 
Let the government establish a strong 
venture industry. Such was the plan 
of the Israeli Government when they 
founded Yozma Venture Capital Ltd., 
in January of 1992. 

When Yozma began operations 
in June 1993, the founders set down 
several goals and objectives which they 
hoped could be reached. Included 
among those goals was, "To act as a 
catalyst for international investments in 
Israel, and to stimulate the develop­
ment of a professionaly managed, pri­
vate sector, venture capital industry in 
Israel." Additionally, Yozma looked "to 
create bilateral relations with investors 
\n \o;.tae\\ \ec.hno\0%\eo;., \o \oc.a\e o;,\ta\e-
gic partners \m \srae\i pm\ects, to at-

Everyone has heard of mutual funds, 
but not many people actually know 
what they are. For those of you who 

are hesitant to ask, let me tell you. A 
mutual fund is a company that combines, 
or pools, investors' monies to purchase 
securities. The mutual fund should ide­
ally provide diversification to reduce risk 
and economies of scale to reduce com­
missions, while enabling you to purchase 
securities that you know have been re­
searched. This allows for far greater con­
venience than simply purchasing a num­
ber of stocks individually. While this 
sounds really good, before you rush out 
ahd purchase shares in your friendly 
neighborhood mutual fund, let me warn 
you that while it has its advantages, it 
also has its disadvantages. First, let's look 
at how mutual funds work, how they are 
priced, and whether or not a mutual fund 
is for you. 

To find out information about a­
particular mutual fund one can simply call 
up the fund company and ask for a pro­
spectus. It contains information such as 
what the fund invests in, the "fund's past 
performance, who manages it, its fees, 
and many other exciting pieces of infor­
mation. If that isn't enough, there is also 
an "SAi," Statement of Additional Infor­
mation, which the fund must make avail­
able to prospective investors. If you are 
really tenacious you can call the Securi­
ties & Exchange Commission, since all 
mutual funds must register with them. 

Buying into mutual funds is simi­
lar to buying stock in a company. Let's 
suppose that Sy Syms starts a fund called 
SSSB. Jack and Jill each decide to invest 
$1000 in shares of SSSB. If they are the 
only two investors, the net assets of the 
fund are now $2000. Let's assume that 
the initial price per share is $1 O; there 
are now 200 shares outstanding (with 
Jack and Jill each owning 100 shares). 
SSSB now invests that $2000 in accor­
dance with the policies stated in the pro­
spectus. Since they are prudent inves­
tors, Jack and Jill have thoroughly re-

by Michael Gewirtz 

tract international corporations to 
launch subsidiaries in Israel, and to cre­
ate a network of business contacts for 
the optimization of Israeli companies." 

With the vision of reaching these 
goals, Yozma adopted a two-pronged 
strategy that called for direct invest­
ments with strategic partners, and sub­
sidiary funds to be invested together 
with well established venture capital 
firms and major international corpora­
tions. 

When Yozma searches for in­
vestment opportunities to directly in­
vest in, the company seeks out "Israeli 
high-tech ventures that are targeting 
the international market." Among the 
criteria for investment are a strategic 
partner, high returns, and several other 
requirements that are listed in the 
Yozma charter. A strategic partner is 
11 ,m Ol%an\-z.a\\On \ha\ c.an '?rn'J\Ue \ne 
\/enture with added \/a\ue beyond a H-

nancial investment," such as "market­
ing, technology, or manufacturing." An 
example of a strategic partner can be 
"a large customer that is familiart with 
the market, a leading investor that is 
well established in the business" or, "a 
technological partner that finds the 
company's technology attractive and 
would like to secure access to the tech-

. nology by partial investment." Included 
in Yozma's direct investment portfolio 
are companies like Ligature Ltd., who 
develop optical character recognition 
technology, MainControl Inc., a com­
pany that markets a product "that wi 11 
allow users to track the purchases of 
hardware and software from the begin­
ning of a workstation's life cycle to the 
end," and Emultek, a firm which devel­
ops techologies such as Rapid, that are 
"prototyping and simulating tools for 
,;,nm\en\w~, \ne ue'Je\o"\)men\ C.'jc.\e. C)\ 
embedded e\ectronic systems." 

Mutual Fund Report 
by Yehuda Wolf 

searched both the mutual fund and the 
people managing it. The wonderf\ll man­
agers of SSSB have invested in 10 stocks 
which have given them an overall return 
of 50%. That would make the new net 
assets $3000 (or $15 per share). At the 
end of the day, all of the assets are added 
up and all of the liabilities are deducted 
to figure out the new net assets. This 
figure is then divided by the number of 
shares outstanding to compute the net 
asset value (NAV), or price per share. As 
the value of the investments rise, so does 
the fund's NAV. Jack and Jill now have 
two basic options: keeping their profits 
invested in the fund, or taking their prof­
its out of the fund. If they decide to take 
their profits out of the fund, Jack and Jill 
will have earned capital gains of $500 
each, minus the commissions, fees, and 
expenses of the fund. 

"What are fees and expenses?" you 
might ask. First, there are two types of 
funds: load funds and no-load funds. A 
load is a sales charge; some funds have 
one, and some funds don't. For those 
funds that do have a sales charge, it is 
added to or subtracted from the price of 
the fund's shares. So the question to be 
asked, "Why would I buy a load fund?" 
The answer is that load funds sometimes 
provide a broker's service and advice, 
while no-load funds do not provide any 
of these services. This does not mean 
that load funds are better. And even no­
load funds will still charge a management 
fee and take reimbursement for operat­
ing expenses. There are two types of load 
funds: front-end and back-end. Front-end 
loads are paid when buying a fund; by 
law they can be no more than 8.5%. 
Back-end loads are paid when selling a 
fund; they usually start at 5% or 6% the 
first year after investing and get smaller 
each subsequent year. However, back­
end load funs often have higher 12b-1 
fees, used to pay commissions and mar­
keting expenses, than do front-end load 
funds. The 12b-1 fee is generally be­
tween 0.25% and 1 % annually, and can 

make back-end funds more expensive 
over the long term. Exact details of all 
the fees charged are shown in the fee 
table near the beginning of the prospec­
tus. 

Mutual funds are generally 
geared towards three types of invest­
ments: money markets, bonds, and 
stocks. Money market funds invest in 
short-term bonds, which have a low 
degree of risk and therefore offer a 
lower return than that of the other types 
of funds. f~e main objectives are the 
preservation of capital and liquidity. 
Bond, or income, funds are not con­
cerned with .grewth, and have the sole 
objective of producing a steady stream 
of income. Stocks, or growth, funds 
are obviously seeking the growth that 
stocks provide. There are atso differ­
ent degrees of risk for each group of 
funds, ranging from conservative 
money market funds to high-risk stock 
funds. A fourth type of fund is the bal­
anced fund, which is a mixture of stocks 
and bonds formulated to reduce risk 
while still receiving a respectable re­
turn. 

Not all mutual funds allow you to 
buy and sell shares at will. An open-end 
fund allows you to purchase and redeem 
shares on a daily basis. You can add 
money, take out money, reinvest profits, 
take out profits, as you wish. A closed­
end fund, however, has restrictions on 
buying and selling, making it compa­
rable to a stock with its fixed number 
of shares. 

There are so many different funds 
in existence that to even give a summary 
of them would require a whole new is­
sue of the Exchange. Just to illustrate this, 
there are funds that invest only in emerg­
ing markets, medical companies, technol­
ogy companies, mortgage bonds, munici­
pal bonds, Asian companies, etc. The 
list could go on forever. 

Now here is what you have been 
waiting for: should you invest in mutual 
funds? Although it is preferable to per-

In addition to numerous direct 
investments, Yozma has established 
nine venture capital funds with a total 
capitalization exceeding $180 million. 
In total, the group has invested in over 
seventy-five different ventures, many of 
which "are well on their way to becom­
ing front runners in their field," and have 
already realized returns. The concen­
tration of the funds' portfolios is in com­
munications, medical instrumentation, 
and computer hardware and software. 

With the Government of Israel 
currently privatizing many businesses, 
much of Yozma's equity is being un­
loaded in the form of shares of stock 
sold to investors in the private sector. 

Although Yozma has only been 
in existence for six years, it has already 
succeeded in many of its goals, most 
importantly the development of a 
":i\rnwi ,mu i~Q';'J\ni \Jen\u~e c.a.~\\a.\ \n-
dustry in \srae\. 

sonally speak to a financial advisor, I will 
tell you that I would not invest in mutual 
funds. While mutual funds provide di­
versification and convenience, they are 
quite restricted by the SEC as to what 
they can and cannot invest in. Take the 
Asian markets, for example. If you have 
been reading the Journal, and I'm sure 
that as a dedicated Sy Syms student you 
have been reading it daily, you have no­
ticed that most of Southeast Asia is suf­
fering from severe economic and mon­
etary problems. If you had invested in 
an Asian fund last semester, you would 
have lost solT}e serious money. Since the 
fund would probably be restricted to 
Asia, it would not be able to change its 
focus and would be forced to stick it out 
in Asia. Another disadvantage of mutual 
funds is that often most funds under-per­
form the market, The safest bet is to find 
an index f4nd that mirrors a known mar­
ketjndex, as these have been doing quite 
well lately. Even if you do find a fund 
that has been consistently outperform­
ing the market, you must not forget the 
cardinal rule of mutual funds: Past per­
formance is no guarantee of future re­
sults. Many things can change; suddenly 
you might find yourself losing money. 
Mutual funds can be an excellent invest­
ment, but only if you choose the right 
one. And with so many funds out there, 
this will be quite difficult. 

My advice is to invest in the Dow 
Jones Industrial stocks. While this may 
not give you spectacula'r results, if you 
do your research and find some solid 
blue-chip stocks to invest in, you should 
see steady growth with minimal risk. If 
you do follow my advice, make sure to 
do a DRIP. A DRIP is a dividend rein­
vestment program. Besides just buy­
ing the stock, it automatically invests 
dividends in additional shares. If you 
are not an expert and just want a safe 
investment with good returns, this is the 
way to go. For more information on 
DRIPs, visit the Motely Fool website, 
at www.fool.com. 
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Picture this: a ten-year old stops to 
look at a billboard while walking 
home from school. The featured 

character of the advertisement is Joe 
Camel - the suave cartoon character 
and shameless nicotine peddler - sport­
ing sleek s1,mglasses and a cigarette 
dangling from his dromedary lips. His 
long, drooping nose might suggest a 
certain sexual reference. "Joe" is easily 
recognized by millions of adolescent 
children around the world. His use is 
limited to manipulating the masses by 
utilizing the two most potent features 
in advertising today - sexuality and 
"coolness" - to hawk his brand to the 
unsuspecting consumer. Parents, edu­
cators and concerned citizens beware: 
America's favorite camel is not the only 
one engaging in this reprehensible 
practice. Scores of other companies, 
whether blue chip or black market, use 
subtle sexual stimulation to entice po­
tential customers. 

Subliminal advertising has been a 
time-honored tradition in the less than 
honorable history of the advertising in­
dustry. The advent of television in the 
late 1940's brought a new medium for 
shrewd advertising executives to practice 
their necromancy. For nearly four de­
cades now, Madison Avenue has been 
unable to refrain from abusing the trust 
of consumers. In 1957, a researcher an­
nounced that after he had flashed the 
phrases "eat popcorn" and "drink Coca­
Co\a" every 11300th of a second, people 
subconsciously bought more popcorn 
and soda than usual. Once word got 
around that companies were using sub­
liminal messages in their advertisements, 
state governments and congress began 
to regulate the techniques that advertis-

Joe Camel: Subliminal Hero 
by P'nina Weinburg 

ers could employ in their marketing ad­
ventures. Numerous laws were passed 
in the hope of curtailing subliminal ad­
vertisements. 

Today, there is a new, less obvi­
ous form of subliminal advertising that 
exists. Subliminal perception - the percep­
tion coming from stimuli too weak to be 
noticed, yet strong enough to influence 
one's behavior - still plays a pivotal role 
in advertising campaigns. Although out­
right subliminal conditioning is not used, 
a devious offshoot of this technique can 
be seen on television and billboards. 
From 'racy' images in liquor ads to the 
inscription of the word "sex" on crack­
ers, increasingly sophisticated means are 
being employed to circumvent censor­
ship laws and get people to purchase 
various products. These deceitful tactics 
are meant to subtly influence a person's 
most primal urges. More importantly, 
many prominent advertising insiders, by 
spilling the beans and revealing the tricks 
of the trade, have given ample ammuni­
tion to enraged public advocacy and con­
sumer watchdog groups. Wilson Bryan 
Key, a former executive at a large mar­
keting firm, has written several books 
claiming that sexual words and drawings 
are surreptitiously placed in magazine 
advertisements to elicit favorable subcon­
scious reactions from readers. The dirty 
secret is out; sexual manipulation in ad­
vertising is endemic and out of control. 
Although executives claim to mean no 
harm when exploiting subliminal percep­
tion, consumer advocates assert that the 
opposite is the case. To these concerned 
citizens, subliminal advertising is unfair 
and intellectually dishonest. A potential 
consumer stands indefensible against 
forces operating below the threshold of 

his or her awareness. These techniques 
bypass certain neurological defenses. A 
vast majority of Americans believe that 
subliminal advertising is facetious and un­
derhanded. Then why does this practice 
persist? Very simply, because advertis­
ers, in an attempt to save face and in­
crease revenue, have successfully con­
vinced Congress that these techniques 
are usually unsuccessful and are rarely 
utilized. However, thorough research 
has proven that this is not the case. A 
sample of addicted smokers underwent 
a test-study in which they listened to cas­
sette tapes relaying subliminal messages 
to quit smoking. Predictably, results of 
the study revealed that the tapes worked, 
affirming the effectiveness of subliminal 
tactics. 

The smoking industry, in particu­
lar, has caused much controversy in its 
advertisement campaigns. Cigarette com­
panies claim that they are not trying to 
peddle their product to minors, though 
their advertisements are blatantly de­
signed to lure new smokers through 
subtle allusions to greater sexual potency 
and peer acceptance that can be 
achieved by participating in the smoking 
culture. RJR Nabisco, the manufacturer 
of Camel cigarettes and thereby the com­
pany represented by Joe Camel, has 
been a deft manipulator of the subtle 
advertisement. Joe Camel came into 
prominence in 1987, when introduced 
by a Greensboro, North Carolina ad­
vertising agency. Luckily, for future 
generations of potential smokers, the 
final nail was driven into his coffin in 
mid-July by the tobacco company itself. 
The cartoon character, to anti-smoking 
forces, best exemplified the tobacco 
companies push to increase sales to 

underage smokers. The Camel's suave 
looks and "cool as a cucumber" person­
a I ity helped perpetuate the image that 
smoking was the "in" thing to do. Tak­
ing offense to the anti-smoking advo­
cates assertions regarding the harm 
caused by Joe Camel, Mike Salisbury, 
the creator of America's most infamous 
camel, feels critics and pundits have it 
all wrong. He has claimed that Joe 
Camel was developed to celebrate R. 
J. Reynolds 75th birthday and revital­
ize lackluster sales of the once proud 
brand name, which had slipped to 
4.25% market share. Whatever Mr. 
Salisbury claims, one fact is certain: Joe 
was a pernicious camel who introduced 
thousands of youths around the world 
to nicotine. The figure is credited with 
increasing Camel's share of the much­
desired teen-market to a robust 13.5%. 
Joe is simply a prime example of sub­
liminal advertising's negative effects. 
Although his leering image might be 
banned from billboards and glossy 
magazine covers around the country, 
the damage has already been done. 
Thousands of people will die of cancer 
every year because of Joe's slick smile 
and cool presence. 

If advertisers feel the need to re­
sort to backhanded marketing tech­
niques, then obviously they lack the con­
fidence to let their products stand on their 
own merits. While marketing executives 
and head honchos may shrug off sublimi­
nal advertisements as being "innocent" 
or "creative", they are gravely mistaken. 
Subliminal advertising hurts the con­
sumer by denying him the proper free­
dom to choose. lt is not only egregious 
perversion of the capitalist system, it is 
anti-American. 

Commodity Futures Trading for Dummies 

Years ago, commodity trading 
largely resembled a Middle East­
ern bazaar. Merchants offering their 

goods for sale brought samples to the ex­
change. Buyers would come to the exchange 
to examine the quality of the offered merchan­
dise and bid on supplies. Businessmen com­
peted with other buyers or sellers, each try­
ing to obtain the best price for their products 
or buy at the most competitive price. 

Today, traders buy and sell commodi­
ties in physical faci I ities called Exchanges and 
along with consumable goods; trading has 
been expanded to include financial instru­
ments (e.g. S&P 500) as well. There are 12 
futures Exchanges in the U.S. and many oth­
ers worldwide. The Exchange provides an 
orderly, fair trading environment with rules 
and regulations to govern the conduct of 
business, and the necessary support to en­
sure that trading data is processed properly, 
with prices rapidly delivered to the public. 
Some Exchanges specialize in a specific com­
modity such as the Coffee, Sugar, or Cocoa 
Exchange. In the United States, further over­
sight of the Exchanges' conduct is provided 
by the Commodity Futures Trading Commis­
sion (CFfQ, a U.S. government agency. 

The trading floor of an Exchange is 
typically arranged like a little amphitheater with 
wide steps descending to the center.Traders 
stand in trading rings or pits on the trading 
floor. In futures trading there is no auctioneer 
to direct bidding (buying) and offering (sell­
ing). Instead traders recognize each other's 

by Jonathan Teitelbaum 

bids and offers in a competitive trading 
method known as "open outcry." They ges­
ture wildly as they bark cryptic buy and sell 
orders to their counterparts across the pit. In 
all this apparent chaos, the trading orders flow 
from the customer, to the broker and finally 
to the Exchange member for execution in the 
trading pit and back again to the customer 
with confirmation. 

Today, the physical commodity that 
was traded in the Middle Eastern bazaar is 
no longer present to see and touch. Instead, 
trading is done through instruments called 
futures contracts. These contracts repre­
sent the underlying commodity. The pro­
cess of trading commodities is also known 
as futures trading. Unlike other kinds of 
investments such as stocks and bonds, 
when you trade futures, you do not actu­
ally buy anything orown anything. You are 
merely speculating on the future direction 
of the price in the commodity in which you 
are trading. This is like a bet on future price 
direction. The terms "buy" and "sell" merely 
indicate the direction you expect future 
prices will take. 

If, for instance, you were speculat­
ing in wheat, you would buy a futures con­
tract if you thought the price would be 
going up in the future. You would sell a 
futures contract if you thought the price 
would go down. For every trade, there is 
always a buyer and a seller. Neither per­
son has to own aAy wheat to participate. 
He must only deposit sufficient capital with a 

brokerage firm to insure that he will be able 
to pay the losses in case his trades lose money. 

In addition to speculators, both the 
commodity's commercial producers and 
commercial consumers also participate. 
The principal economic purpose of the fu­
tures markets is for these commercial par­
ticipants to eliminate their risk from chang­
ing prices. 

On one side of a transaction may be 
a producer like a farmer. He has a field full of 
wheat growing on his farm. It won't be ready 
for harvest for another three months. If he is 
worried about the price going down during 
thattime, he can sell futures contracts equiva­
lent to the size of his crop and deliver his wheat 
to fulfill his obligation under the contract. Re­
gardless of how the price of wheat changes 
in the three months until his crop will be ready 
for delivery, he is guaranteed to receive the 
current price. 

On the other side of the transaction 
might be a producer such as a cereal manu­
facturer who needs to buy lots of wheat. The 
manufacturer, such as General Mills, who 
makes the breakfast cereal Wheaties(r), may 
be concerned that in the next three months 
thepriceofwheatwill go up, and it will have 
to pay more than the current price. To pro­
tect against this, General Mills can buy futures 
contracts at the current price. In three months 
General Mills can fulfill its obligation under 
the contracts hy taking delivery of the-wheat. 
This guarantees that regardless of how the 
price moves in the next three montti~, Gen-

eral Mills will pay no more than the current 
price for its wheat. 

In addition to agricultural commodi­
ties, there are futures for financial instruments 
and intangibles such as currencies, bonds and 
stock market indexes. Each futures market has 
producers and consumers who need to hedge 
their risk from future price changes. The specu­
lators, who do not actually deal in the physi­
cal commodities, are there to provide liquid­
ity. This maintains an orderly market where 
price changes from one trade to the next are 
small. 

Rather than taking or making deliv­
ery, the speculator merely offsets his position 
at some time before the date set for future 
delivery. If the price has moved in the right 
direction, he wi 11 profit. If it does not, he wi 11 
lose. Since speculators perform the valuable 
functions of providing liquidity and assuming 
the risk of price fluctuation, they can earn sub­
stantial returns. The potentially large profits 
are available precisely because there is also a 
risk of substantial loss. 

There are many inherent advantages 
of commodity futures as an investment ve­
hicle over other investment alternatives such 
as savings accounts, stocks, bonds, options, 
real estate and collectibles. The primary at­
traction, of course, is the potential for large 
profits in a short period of time. The reason 
that futures trading can be so profitable is le­
verage. 

For instante, if you had a $1 0,OOOfu­
continued on page 5 



TUE EXCHANGE April 7, 1998, 11 NfSAN 5758 

The Exchange would like to 
congratulate each of the winners on 
their victories in the 1998 Sy Syms 

School of Business Student 

Association elections. 

The 1998-1999 Executive Board is: 

U town SSSBSA Board 
. 

President - David Neiss 
: Vice President - Joe Dyckman 

Treasurer - Yet to be determined 
Secretary - Joshua Swedarsky 

Midtown SSSBSA Board 
President - Adina Loberfeld 

Vice President - Marina Klochan 
Treasurer - Susan Wohlgelernter 

Secretary - Carla Schron · 
I 

! . The Exchange would also like to express its 
- .. ·~ '. . . 

. . gratitude and appreciati~n to all the 
candidates for their efforts and 

participation in this year's election. 



get that M.D. Specialists may give up even 
more. 

To look at things another way, sup­
pose five friends are comparing incomes 
at their 10th college reunion. A CPA is earn­
ing $60,000, an MBA is earning $67,000, 
the College Professor and Lawyer are earn­
ing $71,000, and the Doctor is earning 
$92,000. Assuming they all have similar 
saving and investment habits, they will all 
be able to afford about the same standard 
of living and have ~he same amount of 
money at retirement. 
Fador in Growth Rate 

The above analysis assumes that 
salaries in all professions grow at about the 
same rate. But that is unlikely. Every job 
has its own dynamics. In the average ca­
reer, salaries will grow at the same rate as 
National Income. That rate is hard to pre­
dict. But it is relatively easy to predict which 
careers can support salaries that grow faster 
than average, and in which careers sala­
ries will be left behind. 

How can I make these predictions? 
One way is common sense. What is the 
big political issue in Health Care? How to 
lower the costs. In the Legal System? How 
to cul lawyers' fees. In Education? How to 
spend more government money, and help 
people borrow to spend even more 
money, on College. I don't know how these 
fights will resolve thcmselve~, but clearly 
they favor College Professors over Lawyers 
and Doctors. 

Another way is to look at the growth 
rate the market assigns to companies that 
arc correlated with these professional in­
comes. Then I look at the projections about 
net number of people entering these fields 
versus new demand. The result is a guess, 
but an educated guess. [I am sure that 
many people wil I disagree with me; let 
them get their own columns.] 

Let's start with Doctors. I have little 
doubt that the percentage of National Income 
spent on Health Care will decline, that the 
proportion of Health Care dollars going to 
Doctors will decline, thatthe brunt of the re­
duction will be borne by Doctors entering 
Medical School today and that a dramatic 
increase in the number of Doctors wil I di lute 
incomes further. From a financial perspective, 
the profession looks pretty bleak. 

That is not to say that no one should 
be a Doctor. The best brain surgeons in 
the country will always be very well com­
pensated. The best researchers will do enor­
mous good. The world needs great Doc­
tors and will never have enough of them. 
The world also needs altruistic Doctors and 
will never have enough of them. If you are 
willing to treat the patients no one else 
wants, by all means go into medicine. 

What the world does not need and 
will not pay for is more average Doctors who 
expect to get upper-middle-class incomes. 

How about lawyers? Their position 
is not as grave as Doctors but it is not good. 
Technology has only begun its assault on 
the legal system. I think that many Law­
yers in the next fifteen years will be like 
middle managers in the 1970's and 1980's. 
Technology will allow top Lawyers to be 
much more efficient and cut out the need 
for average lawyers. 

Again, the world always needs great 
.lawyers. The best criminal defense lawyer 
in the country will always be able to name 
his or. her price. The most formidable cham­
pions of justice will do immeasurable so­
cial good. And the world needs altruistic 
lawyers, people wi II ing to take meager sala­
ries to bring justice to the downtrodden. 
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But the world does not need and will not 
pay for more average lawyers who expect 
upper middle-class incomes. 

College Professors look good at the 
moment. Demand is surging and no one is 
sparing costs. But I suspect that we are just 
a few years behind Lawyers. Many of the 
same technological changes that have al­
ready transformed Business and are mak­
ing inroads into Law are going to find their 
way into Education as well. 

The Accounting profession has 
weathered the information revolution and 
emerged relatively healthy. I have always 
been impressed at the political facility of 
Accountants. Doctors' professional groups 
seem to act self-destructively. Lawyers have 
enormous political clout but dangerous en­
emies as well. College Professors do a 
pretty good job for amateurs. But Accoun­
tants always seems to deflect criticism into 
quasi-government organizations which end 
up supporting the status quo. 

I am confident that CPA's will con­
tinue to enjoy reasonable earnings growth. 
They will continue to be in demand, both 
for their professional skills and for general 
business purposes. This does not mean ev­
eryone should be a CPA, just that an aver­
age CPA has an above-average financial 
shot in life. 

The MBA is a somewhat different 
story. Here I see increased competition. 
Above-average MBA's, in my opinion, can 
expect exceptional income growth, as 
good as any career. But below-average 
MBA's may find the degree nearly useless. 
The MBA as credential is being devalued, 
but there is increased demand for old-fash­
ioned business skills. 

I see the best outlook for entrepre­
neurs. I think that the balance between wage 
income and profits on capital has shifted to­
ward the latter. In the future I expect owners 
to do well relative to managers. 
Don't Forget Risk 

Some careers have a reasonably 
predictable income stream, others are 
wildly variable. Military officers have 
steadier incomes than actors. A steady in­
come means a higher multiple since low­
risk cash flows should be discounted at low 
interest rates. 

The major career risk is that you will 
invest in a fixed asset that comes into over­
supply. Like the owner of an office build­
ing in a city with a high vacancy rate, you 
will see your income drop sharply. You may 
even have to give up your fixed asset and 
switch fields. Real estate developers are 
often rich and famous, but think about how 
many of the famous ones went bankrupt. 

I grew up in Seattle where Boeing 
is still a major employer. When Congress 
killed the SST project in 1969, Boeing laid 
off thousands of engineers. One aerospace 
engineer, who was a friend of my family, 
told me: "never specialize in hardware." He 
was the brightest student in his class, he 
was steered into the most difficult and glam­
orous field; he was a world expert on wing 
stresses during supersonic flight. 

But his expertise was limited to spe­
cific wing materials and designs; with no 
SST, no one wanted his fifteen years of in­
tense study. So he drove a cab and brushed 
up on his electrical engineering. The good 
news is he devoted his second career to 
computers, started a company with some 
friends, and sold it 1 5 years later for al most 
$20 million. So he was a genius at 25; a 
has-been at 40; and a millionaire at 55. Life 
is like that. 

It appalls r;ne as a finance professor 

to see students make huge illiquid invest­
ments in professional certification without 
serious thought. The trouble with an illiq­
uid asset is that you cannot sell it or shift it 
to another use. If there is even a tiny sur­
plus, the value of the asset goes to zero. 

Many of my friends went to Law 
School, slaved away for three years of 
school and several years of incredible hours 
at law firms only to find that they did not 
like law. To me this is like someone invest­
ing hundreds of thousands of borrowed 
dollars in a stock they know nothing about. 

If you plan to make one of these 
investments, please research it first. Care­
fully consider the demand for your specific 
talent and subfield. Work in the profession 
for a year or two before committing to it 
for life. Make sure it is what you want and 
that it will repay your efforts. 

I think most people, those without 
a deeply-felt urge for a specific profession, 
should cultivate general skills that can be 
quickly shifted to meet changing economic 
demand. Communicating, calculating and 
dealing with people will always command 
good salaries. People who can do all three 
will do very well. Maybe you will start as a 
journalist, move into sales, then become 
an analyst. Each of your jobs adds to gen­
eral skills that are valuable later. 
Keep Your Eye on the Bottom l.ine 

Factoring in starting salary, develop­
ment time, growth rate and risk, here are 
my personal estimates of the Net Present 
Value of Lifetime Earnings for various ca­
reer choices. Each estimate is for an aver­
age person in the field; top people will do 
much better (but remember, half the 
people will do worse). 
College Professor - $2,500,000; CPA­
$2,500,000; Doctor - $1,500,000; Entre­
preneur- $3,000,000; General College Busi­
ness job - $2,000,000; General College job 
(average job that requires a college degree) -
$1,500,000; General High School job (aver­
age job that requires only a high school edu­
cation) - $1,000,00; Lawyer - $1,500,000; 
MBA- $2,500,000 (but wide variation). 
Convert to a Flow 

The above numbers are hard to in­
terpret on their own. Consider them in re­
lation to the average investment rate you 
earn after inflation. Suppose over your life­
time your investments beat inflation by 4% 
per year (this is about the historical return 
of the stock market). Then if the Net Present 
Value of your Lifetime Earnings is $1,000,000; 
you could live on an income of $40,000 (4% 
times $1,000,000) in 1998 dollars forever. 
You would borrow money when you were 
young, pay it back as your income increased, 
and save up money for retirement. 

However, this illustrates that invest­
ment success is as important as a good in­
come. The average person loses money 
after inflation; if their Present Value of Life­
time Earning is$ 1,000,000 they will have 
to spend capital. They could live on 
$25,000 in 1998 dollars for 40 years, then 
have nothing for retirement. 

If your investments beat inflation by 
2% per year; you could live the lifestyle of 
someone with a constant inflation-adjusted 
income of $20,000 per year. With 6% you 
could spend like someone with a $60,000 
annual lifetime annuity with cost-of-living 
adjustments. 

So the worst-paying job above, the 
general high-school job, with a 6% real re­
turn can support the same lifestyle as the 
best-paying job above, with a 2% real re­
turn. Financial planning is as important to 
your wealth as a good income. 

Remember the Family 
The above numbers assume a single 

person who works every year until retire­
ment. But many people will take time off 
to help raise a family, to travel to Israel, to 
perform some public service, for health 
reasons, because they get fired, or just take 
time off. Also, most people will find them­
selves in a two-income couple for at least 
part of their lives. 

Just as a portfolio reduces risk, two 
wage earners will be better equipped to 
meet life's financial challenges than one. I 
would apply a higher multiple to a couple, 
since there is less risk, so the Net Present 
Value of their Joint Lifetime Incomes is 
greater than the sum of their individual 
careers. This is particularly true when you 
combine a risky and less-risky career. 

The cost of taking time off is much 
lowerlhan most people assume. Of course 
it depends on the amount of time. If you 
want to have children the minute you 
graduate college, have ten children, and 
not work outside the home until the last 
one has left for college; you have given up 
about two-thirds of your working life and 
90% of the Net Present Value of your Life­
time Earnings. 

But if you work a few years, have 
some children, resume some part-time or 
at home work, then resume full-time work 
when your youngest child begins school, 
the cost might be more like 15% or 20% 
of the Net Present Value of your Lifetime 
Earnings. There is still enough left to take 
your career decisions very seriously. 

Again, sharing this time off reduces 

the cost considerably. Two parents doing 
part-time work can often lead to a higher 
income than one full-time and one home­
maker. I also believe that a varied life is a 
happy life; and that a complete person, man 
or woman, should spend part of each day 
talking to children and part of each day 
talking to adults. All children make you 
crazy, all adults are boring. 
Trust Yourself 

Finally, it is betterto make yourown 
mistake than to blindly follow others' ad­
vice. Please don't sleepwalk through life; 
making the normal choices at the normal 
times. You were given a life to live, not 
endure. Mistakes are part of that life. 

Sometimes those mistakes turn 
out to be blessings (remember my mil­
lionaire aerospace engineer?) but even 
when they do not, they help make you a 
real person. Real people make decisions, 
learn from their mistakes, and have a 
chance to end up happy. Sleepwalkers 
float through the years, with no idea of 
where they're going and only dim memo­
ries of where they have been. 

I hope all my students are happy in 
I ife. I want them to have good health. I pray 
that they are good people and raise good 
families. I wish them success and wealth. 
But more than any of this, I hope that they 
do something different, something indi­
vidual, something interesting, something 
they feel to be passionate. 

So make your career choice. Conside, 
the money and the other aspects. But after all 
the calculation, make sure you are doing 
something you really want. Something you 
believe in. Do not just mark time until mar­
riage or business school or death. Don't picl< 
something at random because you don't re­
ally care. Don't get so worried about getting 
a job that you forget to look for a good job. 

And if you find-that good job, come 
back and tell me. I have a stack of resume5 
for you 
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"Jim, have a nice weekend, and remem­
ber, don't forget the memo you have to 
write." How many times does a conver­
sation similar to this take place in the 
offices and sterile cubicles of corporate 
America? Indeed, whether one is a 
middle level executive toiling in some 
corporation or an investment banker rak­
ing in the dough in some prestigious in­
vestment bank, the ability to know how 
to write is an invaluable commodity 
which can determine how fast and far 
one can move up the corporate ladder. 
Thus, for the life of me, I can not un­
derstand how the Sy Syms School of 
Business - a school whose stipulated ob­
jective is preparing young men (and 
women of course) for the predatorial 
business world - does not do a better 
job in teaching students how to write. 
Today, when competition for high-pow­
ered jobs on a booming Wall Street is 
more fierce than ever, firms have the 
option of choosing from literally hun­
dreds of applicants. Not surprisingly, 
these firms look for any unique skill 
which is able to distinguish one resume 
from the hundreds of others like it. 
While the ability to write does not seem 
to be a skill one must have in order to 
succeed in business today, one should 
definitely not be mistaken; writing is a 
skill all people in the work place must 

display on a daily basis. Brief memos, 
informative studies and critical reports 
play an integral role in determining the 
direction in which a company may de­
cide to go. One can literally dream up 
thousands of scenarios where an ac­
countant or stock analyst is forced to 
write passages which other will read 
and base decisions on. 

But in order to sharpen my point, . 
I feel it imperative to bring an example 
from a teacher in SSBB, Professor Aaron 
Brown. Earlier this year, Professor Brown 
wrote a scathingly hysterical article, cri­
tiquing the writing acumen of a Y.C. stu­
dent (a Classics major, nonetheless), who 
wrote a pompous, grammatically lamen­
table article, bashing Sy Syms students 
for their parochial education. While 
surely this was a shining moment in 
SSBB's short-lived history, as a Finance 
professor deftly deflated the ego of an 
arrogant Y.C. student in front of the 
whole institution, Professor Brown, by 
writing such an articulate and thought 
provoking article showed one remark­
able feature that most, if not all of the 
cackling Sy Syms students failed to pick 
up on - the necessity of being able to 
express oneself succinctly. Had Profes­
sor Brown written the article like the typi­
cal Sy Syms student, then I doupt very 
much that people would have taken his 
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letter very seriously. However, Profes­
sor Brown, displaying barbed wit and 
sharp logic that his Logic and Rhetoric 
teacher at the University of Chicago 
would have been proud of, methodically 
went about in demolishing the Y.C. 
student's article. But what one should 
have learnt from Professor Brown's ar­
ticle is that even financial analysts know 
how to write, and indeed, Professor 
Brown is far from being unique. Ear­
lier this week, the New York Times pub­
lished a piece on their prestigious op­
ed page by an investment banker 
turned novelist. 

Thus, if SSSB students are serious 
about making money (which I definitely 
know they are) and being as qualified as 
possible for the "real" world, then I sug­
gest that they listen to what I am going 
to say. Sy Syms should require all stu­
dents to take both one year of English 
Composition and one year of Expository 
Writing, geared specifically for the busi­
ness world. The benefits of such require­
ments are clear. Syms students, for the 
first time, will be forced to articulate 
themselves on paper for an extended 
period of time. They will will be forced 
to think critically, organize thoughts and 
persuade other to adopt their views. 
More importantly, SSSB students will feel 
much more comfortable when it comes 

to writing. For their entire cqllege c~­
reers, students will be able to c.ultiv;:ite · 
and nurture a skill that they will use for 
the rest of their lives. Who knows - some . 
students may even enjo/writing ~nd pick 
it up as a hobby. 

The stereotypical Sy Syms student­
i .e., a close-minded, money obsessed 
person not smart enough to go to gradu­
ate school and become a professional -
is both false and insulting. ,It is a crude 
generalization perpetuated by Y.C. stu­
dents whose lack of confidence in them­
selves forces them to disparage others. 
On the whole, most students would be 
willing to work harder and think more, if 
they could only see the tangible benefi ts 
in doing so. The education that Sy Syms 
gives to its students is tantamount to 
malpractice. Instead of trying to imbue 
its students with the proper skills, SSSB 
forces its students to take a dispropor­
tionate amount of "Mickey Mouse," low­
level courses. One hardly sees the logic 
(or lack thereof) behind a policy that re­
quires a business student to memorize 
trivial facts in some marketing book, 
while not requiring that same student to 
be proficient in his logic and writing skills. 
If anyone disagrees with any points in 
this article, then I implore them to pay 
atten ion to the next time Professor 
Brown wri tes another article. 
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Personal Employment Strategy 
Ten Rules For Job Hunters 

Herc we are, halfway between Purim 
and Pcsach, at an eventful time for 
seniors. They have taken their last 

midterms (maybe forever!), they have 
made their millionth excuse for not start­
ing !heir senior research paper, and they 
arc thinking about careers. Some are de­
ciding which of several tempting offers to 
accept; others are looking for that first of­
fer. Surprisingly few, in my experience, are 
devoting any serious thought to what they 
really want to do. 

This is understandable. Life is unpre­
dictable. Most of us do not end up any­
where near where we expected to go. In 
retrospect, life seems like a series of im­
plausible a(.ddents. So why worry about 
something so random? 

However, this is not the sort of rea­
soning we encourage in finance. The stock 
market is also pretty random, but that docs 
not mean you should pick stocks with a 
dart board. We study and calculate to de­
cide which investments are good and 
which arc bad. We know the future may 
tum all our assumptions on their heads; that 
many of our parameters are just gueSS$:!S; 
that nothing works out as neatly as it looks 
on paper. 

But a decision based on meticulous 
analysis of the best available data is far 
better than a guess. Consider a person lost 
in the woods. There arc many available 
strategics: follow a stream, guess direction 
from the sun or moss on trees, pick a point 
on the horizon, etc. Some of these strate­
gies may lead in the exact wrong direction 
but all will get the person somewhere. 
People who have no strategy, who simply 
wander as seems right at the moment, will 

by Professor Aaron Brown 

end up going around in circles. A strategy 
offers a chance of success; wandering al­
most never works. 

Another advantage of calculation is 
that it can be improved. You make a deci­
sion and project a result. You get another 
result. You can go back and find the error, 
correct it, and make a better decision for 
the future. If you decide by feelings with 
no explicit prediction of a result, you have 
no way to refine your decisions. 

So I decided to write this Personal 
Finance column on applying financial rea­
soning to a career choice. Much of the data 
I use represents my subjective opinion, so 
other people might use the same tech­
niques and come to a different result. But I 
think everyone can benefit from consider­
ing these things carefully. Here are the clas­
sic rules of capital budgeting, applied to 
the career decision of a college graduate. 
Ignore Sunk Costs 

It shocks me how many students will 
not even consider alternative careers be­
cause: "I'm an accounting major'' or "I'm 
pre-med" or "I have good work experience 
at. .. " Forget it. The time you spent study­
ing accounting or organic chemistry or 
working at a summer job is gone. You can­
not get it back whatever you decide to­
day. So make the best decision for the fu­
ture, even if it wastes some work you did 
in the past. 
Consider Side Effects 

A typical workweek of five eight­
hour days plus a half-hour commute each 
way represents 40% of your waking hours 
from now until you retire. People who work 
long hours and have long commutes often 
exceed 50%. When you factor in time 

spent studying for a career, reading out­
side of work, business travel, socializing 
with co-workers and so on; you may spend 
60% of your life on work in one way or 
another. 

Moreover your job may determine 
where you live, when you get up in the 
morning, what clothes you wear, who your 
friends are and dozens of other large and 
small things in your life. And, for many 
people, doing a good and useful job is one 
of the major accomplishments of their en­
tire lives. 

Many students never think past 
money, prestige and what other people 
want for them. Be sure you have consid­
ered all the aspects before you decide. 
Compute Net Present Value of Lifetime 
Earnings 

Students almost always consider the 
average salary in various careers. But this 
can be misleading. It is the Net Present Value 
of Lifetime Earnings that determines whether 
you wi 11 struggle or be comfortable. 

Valuing lifetime earnings is similar 
to valuing a common stock. In both cases 
we must look not just at current earnings, 
but at risk and potential for growth. Some 
stocks sell at high multiples to earnings; that 
means people will pay SO or 100 times 
what the company earned last year. Other 
stocks sell at low multiples (or low Price/ 
Earnings ratios). For these stocks people 
might pay only 5 to 10 times last year's 
earnings. 

All other factors being equal, it 
makes more sense to pick a career with, 
say, current average salaries of $40,000 but 
a multiple of 100 than a career with cur­
rent average salaries of $100,000 but a 
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multiple of 10. 
How do you estimate the earnings 

multiple of a career? It depends on three 
main factors: development time, growth 
rate and risk. 
Adjust for Development Time 

Some companies are making money 
today; others are thinking about doing re­
search that might lead to a prototype that 
might go into production that might some­
day make money. Obviously, investors in the 
second type of company demand a higher 
rate of return due to the delay in cash flows. 

Similarly, some careers, like Public 
Accounting, start paying good salaries im­
mediately after college graduation. At the 
other extreme, Medical Doctors and Col­
lege Professors may not earn much salary 
until they are in their 30's. Lawyers are in 
the middle, as are business careers that de­
mand an MBA. 

How much adjustment is neces­
sary? This depends on a number of assump­
tions, but as a ballpark figure an MBA re­
duces the Net Present Value of Lifetime 
Earnings by 10%. The two lost years of in­
come, plus the tuition, mean that if your 
MBA increases your income by 10% you 
will be equally well-off financially with or 
without the MBA. 

Lawyers' incomes should be ad­
justed downward 15% to cover the cost 
of Law School. College Professors have to 
study longer for a Ph.D. but they generally 
receive financial support and some income. 
Therefore the cost of their development 
time is about the same as Law School. 
Medical Doctors give up 35% of the Net 
Present Value of their lifetime earnings to 
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