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Reporting v. PR: Meredith Whitney and AIG 
By Janet Tavakoli, President of Tavakoli Structured Finance, Inc. 
March 23, 2009  (See also: Where Were the Drama Pundits When It Mattered? – July 29, 2009) 
 
Much of the financial media blows in the wind of PR machines.  AIG, Washington, Congress, various former 
investment banks, banks and others worked overtime to spin financial information over the past several years 
forcing competent reporters to engage in time intensive research on complex financial products.  Other times, 
the press simply misinterprets the facts. 
 
Last week, Charlie Rose billed Meredith Whitney on his show as the woman who gave early warning about AIG. I 
found that surprising given that as far as I know, she did not. The L.A. Times’  review of House of Cards, a book 
about Bear Stearns, says author William Cohen gave Whitney credit for warning for some years that trading in 
credit derivatives and mortgage backed securities set us up for a credit implosion. This is not her expertise, but it 
is mine, and to the best of my knowledge she did not.  Ironically, Whitney rated Bear Stearns perform and only 
downgraded it to underperform on March 14, 2008 as it tumbled 53% in one day. Whitney rated Lehman 
outperform in March 2008, while beleaguered Bear Stearns merged with JPMorgan Chase. She downgraded 
Lehman to perform towards the end of March 2008, and Lehman went under the following September. 
 
Few specifically and publicly warned of the global financial meltdown in advance—when something could have 
been done about it—as far as I know, Whitney was not in that number. Warren Buffett, Jeremy Grantham, Jim 
Rogers, and I (among others) were. My early warnings of credit derivatives, structured products, and structured 
vehicles are well documented in articles and books over many years (see Bibliography). In August 2007, I spoke 
up about AIG to Warren Buffett, Jamie Dimon, and the Wall Street Journal. 
 
Meredith Whitney seems best known for her analysis of Citigroup at the end of October 2007.  Jim Rogers 
appeared with Whitney earlier in the year on Cavuto on Business and stated he was short Citigroup (he shorted 
C in late 2006/early 2007), and he said Citigroup was going to $5.  Whitney rated Citi sector perform from 
October 3, 2005 until October 31, 2007.  The stock lost 7.9% versus a 7.5% gain for the Philadelphia Stock 
Exchange/KBW Bank Index during this period (David Gaffen, WSJ, Nov 1, 2007).  The following table summarizes 
the timeline to the best of my knowledge:  
 

Time Period Citigroup Price Action

Oct 31, 2007 -   

March 19, 2009

Stock drops steadily. Hits $5 

in January 2009; $3.61 on 

March 19, 2009

Whitney becomes more negative on Citigroup.            

Jim Rogers takes his profit.

October 31, 2007

$42.25                                

(Below $30 by Dec 27, 2007 

and still falling.)

Jim Rogers is still short .                                            

By now, prominent analysts: Richard Bove, Charles 

Peabody, and Michael Mayo have already said sell .

Whitney rates it sector underperform and says it could 

trade in the low $30s.  She states Citi must cut dividend.  

Structured products had already ground to a halt (too late 

to warn).

Analysis

January 3, 2007 - 

October 31, 2007

$55.66 on 1/3/07.   Steadily 

drops to $42.25 by Oct 31, 

2007
Meredith Whitney rates Citigroup sector perform. Her 

outlook differs from Rogers' on Cavuto on Business .

Jim Rogers is short; says C will fall to $5 on Cavuto .                                                                                     

 
 

http://www.tavakolistructuredfinance.com/janettavakoli.html
http://www.tavakolistructuredfinance.com/MIA.pdf
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aD0wK_4cIm.Q
http://www.marketwatch.com/story/oppenheimer-downgrades-lehman-shares-to-perform
http://blogs.wsj.com/marketbeat/2007/11/01/analyst-boxscore-citigroup/
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At the end of October 2007, Whitney said Citigroup needed to cut its dividend.  It was a refreshing contrast to 
some of her competitors.  She rated the dropping stock sector underperform, but said it “could trade in the low 
$30s.”  (“Analyst Raises Doubts About Citigroup Dividend,” NYTimes November 1, 2007).  To my mind, Whitney’s 
was not an early call; the stock had been dropping steadily throughout the year.  Jim Rogers had been short the 
stock for almost a year.  Citigroup had already reported a $6.5 billion writedown for the third quarter of 2007.  
Whitney was ahead of many analysts who missed Citigroup’s problems, but at least three prominent competing 
analysts had previously told their investors to sell.   
 
When it comes to press coverage of our major financial institutions, the stakes are higher and the issues are not 
innocuous.  
 
When I challenged AIG’s second quarter 2007 financial reporting (“In Subprime, AIG Sees Small Risk; Others See 
More,” David Reilly, Wall Street Journal, 13 August 2007.), it was based on my analysis of a $19.2 billion super 
senior credit default swap position.  With respect to potential principal loss or a mark-to-market loss, AIG had 
problems (even if AIG positioned some of its other contracts as “insurance” it still had to post collateral).   
 
This was after the implosion of Bear Stearns Asset Managements’ two doomed hedge funds brought about by 
investment banks challenging the pricing of their “highly rated” assets and making collateral calls.  *I publicly 
opposed Bear Stearns Asset Management’s proposed Everquest IPO and cited a dodgy Citigroup CDO therein, 
among other issues, in May 2007. This was one of the triggers of the price inquiries.  (Dear Mr. Buffett, P. 131)]   
 
Yet AIG’s PR spin was so effective, that the financial press backed off for the time being.  AIG spins its PR like a 
top.  It realizes what an effective strategy this is in deflecting financial reporters from the truth.   
 
AIG asserted that it could not imagine any scenario under which its positions would have losses.  Despite 
evidence to the contrary, AIG claims the unimaginative employees in its AIG Financial Products unit are the “best 
and brightest.”  In early 2008 it entered into retention bonus contracts for these employees, yet there were 
many structured products professionals in New York looking for work.   
 
How the employees of AIG Financial Products came to be so exalted above other finance professionals, and 
distinguished like some new species, is worth inquiring into.   
 
Looking back on true early warnings and how they were dismissed and discredited helps us understand the 
issues now threatening the global economy and the failings in our system.  It is important to identify who 
provided thoughtful analysis when it mattered most, because that can be helpful as we work on solutions. 
 
Janet Tavakoli is the president of Tavakoli Structured Finance, a Chicago-based firm that provides consulting to 
financial institutions and institutional investors.  Ms. Tavakoli has more than 20 years of experience in senior 
investment banking positions, trading, structuring and marketing structured financial products. She is a former 
adjunct associate professor of derivatives at the University of Chicago's Graduate School of Business.  Author of: 
Credit Derivatives & Synthetic Structures (1998, 2001), Collateralized Debt Obligations & Structured Finance 
(2003), Structured Finance & Collateralized Debt Obligations (John Wiley & Sons, September 2008), and  
Dear Mr. Buffett: What An Investor Learns 1,269 Miles From Wall Street  (Wiley, 2009), a book about early 
warnings and the causes of the global financial meltdown. 
 

http://www.nytimes.com/2007/11/01/business/01citi-web.html?ref=business
http://www.bloomberg.com/apps/news?pid=20601087&sid=acCpDSoIRKwk&refer=home
http://www.bloomberg.com/apps/news?pid=20601087&sid=acCpDSoIRKwk&refer=home
http://online.wsj.com/article/SB118696377289895543.html
http://online.wsj.com/article/SB118696377289895543.html
http://www.amazon.com/Credit-Derivatives-Synthetic-Structures-Applications/dp/047141266X/ref=pd_bbs_sr_4?ie=UTF8&s=books&qid=1222351404&sr=8-4
http://www.amazon.com/Collateralized-Debt-Obligations-Structured-Finance/dp/0471462209/ref=sr_1_6?ie=UTF8&s=books&qid=1224586838&sr=8-6
http://www.amazon.com/Structured-Finance-Collateralized-Debt-Obligations/dp/0470288949/ref=pd_bbs_sr_1?ie=UTF8&s=books&qid=1221918040&sr=1-1
http://www.amazon.com/Dear-Mr-Buffett-Investor-Learns/dp/047040678X/ref=pd_bbs_4?ie=UTF8&s=books&qid=1221917976&sr=8-4
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Partial Bibliography of Janet Tavakoli’s Early Warnings 
 

Tavakoli, Janet. Credit Derivatives & Synthetic Structures, 1st ed. New York: John Wiley & Sons, 1999. 
———. Credit Derivatives & Synthetic Structures, 2nd ed. New York: John Wiley & Sons, 2001. 
———. Collateralized Debt Obligations & Structured Finance. New York: John Wiley & Sons, 2003. 
———. “Structured Finance: Uses (and Abuses) of Special Purpose Entities,” Corporate Governance: 

Implications for Financial Services Firms, Federal Reserve Bank of Chicago, May 2003.  
———. “Concentration of Firms Handling Freddie Mac Derivatives Causes Concern,”  (by 
              David Serchuk) Securities  Week, June 30, 2003 
———. “Freddie Hides in the Hedges,” (by WSJ editors) Wall Street Journal July 15, 2003 includes 

comments on Fannie Mae;  
———. ““Freddie Mac Report Soft Pedals Thorny Case,” (by Peter Eavis) TheStreet.com, July 24, 2003 
———. “Buyer Beware,” International Financing Review, Issue 1507. October 25, 2003 
———. “Landesbanken: Even Lower Ratings May be in Order,” Financial Times, December 1, 2003 
———. “CDO Evolution Creates New World of Risk,” GARP Risk Review, Issue 15, November December 

2003. 
———. “Investors are the Gullible Ones if They Rely on Ratings as Indicators of Financial Robustness,” 

Financial Times, December 29, 2003. 
———. “FASB in Error on Options Valuation,” Financial Times, April 5, 2004 
———.  “Ultimate Leverage: CFOs,” HedgeWorld, June 2004 
———. “Invisible Hedge Funds,” GARP Risk Review, Issue 19 (July–August 2004). 
———. “Rating the Rating Agencies,” GARP Risk Review, Issue 22 (January–February 2005). 
———. “Structured Finance: Challenges for Supervision and Regulation (Presentation to the 

International Monetary Fund),” 19 April 2005. 
———. “CDO Arrangers’ Correlation Books,” Securitization News Vol. II, No. 40, October 4, 2004 
———. “Structured Credit: The Trials of Tranching” International Financing Review (IFR Magazine) 

Derivatives 2004, Issue 1556 – October 25, 2004 
———. “How Will Bond Market React to Citigroup’s Trades?” Financial Times, February 2, 2005. 
———. “CDOs Can Confuse Bank Managers,” Financial Times,  April 26, 2005. 
———. “My Favorite Hedge Fund,” HedgeWorld.com, 26 May 2005. 
———. “How Investors Can Lower Risk When Choosing a Hedge Fund” Financial Times, June 8, 2005. 
———. “Consider Full Notional Amount of CDOs,” Financial Times, August 19, 2005. 
———. “CDOs: Caveat Emptor,” GARP Risk Review, Issue 26 (September–October 2005). 
———. “My Favorite Hedge Fund: Part II,” HedgeWorld.com, October 24, 2005. 
———. “Oil and Power: Iran Approach Must Avoid Past Mistakes,” HedgeWorld.com, 14 June 2006. 
———. “Dead Man’s Curve,” Client Note, 21 September 2006. A longer version of this client note was 

published in HedgeWorld.com, September 22, 2006 
———. “The Golden Fleece Award for Optional Integrity,” HedgeWorld.com, 2 October 2006. 
———. “Best Practices Among CDO Mangers,” Asset Securitization (Conference Daily), 7 November, 

2006. 
———. “Oil Pressure: Fallout from the Iraq Study Group Report,” Hedge World, December 14, 2006. 
———. “The Elusive Income of Synthetic CDOs,” Journal of Structured Finance, Winter 2006. 
———. “Crisis in Credit Derivatives is Averted,”  HedgeWorld, May 22, 2006. 
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Partial Bibliography of Janet Tavakoli’s (Authored) Early Warnings (Cont’d) 
 
———. “Comments on SEC Proposed Rules and Oversight of NRSROs *Rating Agencies+,” 13 February 

2007. 
———. “Subprime Mortgages: The Predators’ Fall,” Global Association of Risk Professionals, March–April 

2007. 
———. “Subprime Lending Excesses Have Damaged US’s Standing as Global Leader in Finance,” 

Financial Times, March 19, 2007. 
———. “Do Not Accept Bolton’s Interpretation on Links with Iran,” Financial Times, April 11, 2007. 
———. “Greater Global Risk Now Than At Time of LTCM,” Financial Times, May 7, 2007. 
———. “Bear’s Bailout *of BSAM’s hedge funds+ A Bad Idea,” LIPPER HedgeWorld, 27 June, 2007. 
———. “Misfortune’s Formula: Structured Credit Ratings (Commentary), HedgeWorld.com, 19 

September 2007. 
———. “Merrill’s Mal de MER,” TSF,  October 8, 2007. 
———. “Subprime’s Unreported Undertow,” TSF, October 22, 2007. 
———. “Mal de MER, - Fourth Quarter, ” TSF,  October 25, 2007. 
———. “Too Big to Regulate?,” TSF, November 5, 2007. 
———. “AIG Catches Up,” TSF, November 7, 2007. 
———. “Derivatives Update,” TSF, November 17, 2007. 
———. “Accounting Can Be Beautiful and is Merrill’s (Charge Against Earnings) Number Up?” TSF, 

November 17, 2007. 
———. “CDO Cliffhanger,” TSF, November 27, 2007. 
———. “Dicey Deals Done Dirt Cheap,” Tavakoli Structured Finance, Inc., 3 January 2008. 
———. “Ambac and MBIA: Structured Finance Underwriting Standards,” TSF, February 18, 2008. 
———. “Dead Calm: No One Trusts You,” TSF, July 30, 2008. 
———. Structured Finance & Collateralized Debt Obligations, 2nd ed. Hoboken, N.J.: John Wiley & Sons, 

2008. 
———. “Madoff Deserves Lots of Company,” TSF, December 14, 2008. 
———. Dear Mr. Buffett, What An Investor Learns 1,269 Miles from Wall Street, John Wiley & Sons, 

2009. 
———. “Premise of Fortune Cover Story is Incorrect *“Sending Wall Street to Jail,” Fortune, January 19, 

2009+,” TSF, January 11, 2009. 
———. “BofA Says Merrill’s Huge Hit was in December (Not November)?,” TSF, January 25, 2009. 
———. “The China Syndrome: It’s Our Fault They Don’t Trust Us,” Financial Times, February 5, 2009. 
———. “Merrill’s Murder Suicide,” TSF, February 7, 2009. 
———. “AIG Paying Out Millions in Bonuses,” TSF, March 14, 2009. 
 
And More.   
 
See also partial list of main stream media articles and videos from main stream media reportage in 
which Janet Tavakoli was quoted on specific topics (www.tavakolistructuredfinance.com). 
 

 
 
 

 
 

Other Important Disclosures 
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Copyright, User Agreement and other general information related to this report: Copyright 2008 Tavakoli Structured Finance, Inc (“TSF”).  All rights 

reserved.  This report is prepared for the use of Tavakoli Structured Finance’s clients and may not be redistributed, retransmitted or disclosed, in whole or in 

part, or in any form or manner, without the express written consent of TSF.  Receipt and review of this report constitutes your agreement not to redistribute, 
retransmit, or disclose to others the contents, opinions, conclusion or information contained in this report.  The information relied on for any opinions 

expressed were obtained from various sources and TSF does not guarantee its accuracy. 

This report provides general information only.  Neither the information nor any opinion expressed constitutes an offer, or an invitation to make an offer 
to buy or sell any securities or other investment or any options, futures, or derivatives related to securities or investments.  It is not intended to provide 

personal investment advice and it does not take into account the specific investment objectives, financial situation and particular needs of any specific person 

who may receive this report.  Investors should seek financial advice regarding the appropriateness of investing in any securities, other investment or 
investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized.  

Investors should note that income from such securities or other investments, if any, may fluctuate and that price or value of such securities and investments 

may rise or fall.  Accordingly, investors may receive back less than originally invested.  Past performance is not necessarily a guide to future performance. 
Under no circumstances will TSF have any liability to any person or entity for (a) loss or damage in whole or in part caused by, resulting from, or 

relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of TSF or any of its directors, officers, 

employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any 
such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost 

profits), even if TSF is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such information.  The 

financial reporting analysis observations and other observations, if any, constituting part of the information contained herein are, and must be construed 
solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities.  No warranty,  express or implied, as 

to the accuracy, timeliness, completeness, merchantability or fitness for any particular purpose of any opinion or information is given or made by TSF in any 

form or manner whatsoever.  Each opinion must be weighed solely as one factor in any investment decision made by or on behalf of any user of the 
information contained herein, and each user must accordingly make its own study and evaluation of each security and of each issuer and guarantor of, and 

each provider of credit support for, each security that it may consider purchasing, holding, or selling.  

 

 


