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America’s New New Deal:  
Historic Election, World-Changing Results  
     On the heels of record-break-
ing voter participation, and with the 
blessing of more than one in ! ve of 
some 53,000 respondents to The 
Economist’s Global Electoral Col-
lege, Barack Obama won the U.S. 
Presidential election Nov. 4 with 
more than a two-to-one electoral 
vote advantage of 365 to 162 and a 
popular vote majority of 52% to 46%.  
    With some 127 million votes cast, 
voter participation percentage was 
61% - less than the recent-past high 
of 1960 which came in at 67%.  Di-
minished voter participation was said 
to be due to discouraged Republi-
cans either unwilling to support the 
top tier candidates of John McCain 

and Sarah Palin, or con! dent he 
would lose and uninterested in cast-
ing votes for down ticket candidates.  
Participation among younger voters 
was up signi! cantly, and the majority 
of youth voted for Obama. 
     Endorsed by international and 
U.S.-based lawmakers, diplomats, 
and members of the international 
media, including The Economist, 
President-elect Obama is expected 
to lead the United States in a vastly 
different direction than it has been 
headed in many years.  Openness 
and accountability are key themes 
the newly-elected Obama has 
stressed since his time serving in the 
Illinois State Senate and within the 

U.S. Senate.  And the former Con-
stitutional law professor will certainly 
undo some of the worst of the Bush 
era transgressions. “The world of 
extraordinary rendition and licensed 
torture should thankfully soon be 
gone,” wrote the Economist in a 
post-election review.  
     Facing a number of concerns and 
problems, most notably, economic 
ones the likes of which America has 
not seen since the 1930s, Senator 
Obama intends his ! rst order of busi-
ness to be shoring up the economy 
and con! dence in the capital mar-
kets, banks, and other ! nancial 
institutions that are so intertwined in 
the current economic downturn. 
     On CNN Oct. 31, Obama said his 
second priority would be wresting 
America free from foreign oil.   CNN 
reported priorities three, four and 
! ve would be health care reform, tax 
cuts for the middle class as part of a 
broader tax reform policy, and edu-
cational system reform, respectively. 

What’s inside: An explanation of where 
America is, economically speaking, 
and how we got here, based on Senate 
testimony by Alan Greenspan, former 
Bank Fed Chairman.  In addition, there 
are industries and sectors likely to 
advance and those that might retreat 
under Obama’s Administration, and 
information about the current economic 
climate in America in general; and in his 
own words, President-elect Obama’s 
primary economic focus during his 
transition to and the early days of his 
presidency.  

President-elect Obama stands with Vice President-elect Joe Biden, a longtime 
Senator from Delaware, and their respective spouses, Michelle and Jill. Biden 
has served on the Senate Foreign Affairs Committee for more than 30 years.  



“The Maestro” Speaks
Alan Greenspan Offers an Overview to Congress 
on the Recent Meltdown of Financial Institutions.  

     “ We are in the midst of a once-
in-a century credit tsunami. Central 
banks and governments are being 
required to take unprecedented mea-
sures. You, importantly, represent 
those on whose behalf economic pol-
icy is made, those who are feeling the 
brunt of the crisis in their workplaces 
and homes. I hope to address their 
concerns today. 
     This morning, I would like to pro-
vide my views on the sources of the 
crisis, what policies can best address 
the • nancial crisis going forward, and 
how I expect the economy to perform 
in the near and longer term. I also 
want discuss how my thinking has 
evolved and what I have learned in 
this past year. 
     In 2005, I raised concerns that the 
protracted period of underpricing of 
risk, if history was any guide, would 
have dire consequences. This crisis, 
however, has turned out to be much 
broader than anything I could have 
imagined. It has morphed from one 
gripped by liquidity restraints to one 
in which fears of insolvency are now 
paramount. Given the • nancial dam-
age to date, I cannot see how we can 
avoid a signi• cant rise in layoffs and 
unemployment. Fearful American 
households are attempting to adjust, 
as best they can, to a rapid contrac-
tion in credit availability, threats to 
retirement funds, and increased job 
insecurity. All of this implies a marked 
retrenchment of consumer spending 
as households try to divert an increas-
ing part of their incomes to replenish 
depleted assets, not only in 401Ks, 
but in the value of their homes as 
well. Indeed, a necessary condition 
for this crisis to end is a stabilization 
of home prices in the U.S. They will 
stabilize and clarify the level of eq-
uity in U.S. homes, the ultimate col-
lateral support for the value of much 
of the world’s mortgage-backed se-
curities. At a minimum, stabilization 

of home prices is still many months 
in the future. But when it arrives, the 
market freeze should begin to mea-
surably thaw and frightened inves-
tors will take tentative steps towards 
reengagement with risk. Broken mar-
ket ties among banks, pension, and 
hedge funds and all types of non• -
nancial businesses will become re-
established and our complex global 
economy will move forward. Between 
then and now, however, to avoid se-
vere retrenchment, banks and other 
• nancial intermediaries will need the 
support that only the substitution of 
sovereign credit for private credit can 
bestow. The $700 billion Troubled 
Assets Relief Program is adequate to 
serve that need. Indeed the impact is 
already being felt. Yield spreads are 
narrowing. 
     As I wrote last March: those of us 
who have looked to the self-interest of 
lending institutions to protect share-
holder’s equity (myself especially) are 
in a state of shocked disbelief. Such 
counterparty surveillance is a central 
pillar of our • nancial markets’ state 
of balance. If it fails, as occurred this 
year, market stability is undermined. 
What went wrong with global eco-
nomic policies that had worked so 
effectively for nearly four decades?   
The breakdown has been most ap-
parent in the securitization of home 
mortgages. The evidence strongly 
suggests that without the excess 
demand from securitizers, subprime 
mortgage originations (undeniably 
the original source of crisis) would 
have been far smaller and defaults 
accordingly far fewer. But subprime 
mortgages pooled and sold as se-
curities became subject to explosive 
demand from investors around the 
world. These mortgage backed se-
curities being “subprime” were origi-
nally offered at what appeared to be 
exceptionally high risk-adjusted mar-
ket interest rates. But with U.S. home 
prices still rising, delinquency and 
foreclosure rates were deceptively 
modest. Losses were minimal. To the 
most sophisticated investors in the 
world, they were wrongly viewed as 
a “steal.” 

     The consequent surge in global 
demand for U.S. subprime securities 
by banks, hedge, and pension funds 
supported by unrealistically positive 
rating designations by credit agen-
cies was, in my judgment, the core 
of the problem. Demand became so 
aggressive that too many securitizers 
and lenders believed they were able 
to create and sell mortgage backed 
securities so quickly that they never 
put their shareholders’ capital at risk 
and hence did not have the incentive 
to evaluate the credit quality of what 
they were selling. Pressures on lend-
ers to supply more “paper” collapsed 
subprime underwriting standards 
from 2005 forward. Uncritical accep-
tance of credit ratings by purchasers 
of these toxic assets has led to huge 
losses. 
It was the failure to properly price 
such risky assets that precipitated 
the crisis. In recent decades, a vast 
risk management and pricing system 
has evolved, combining the best in-
sights of mathematicians and • nance 
experts supported by major advanc-
es in computer and communica-

Former Federal Reserve Board 
Chairman Alan Greenspan, over-
saw the U.S. Central Bank for 18 
years before retiring in 2006. 

Note:  Below is Dr. Greenspan’s 
testimony before the House Com-
mittee of Government Oversight 
and Reform, Oct. 23, 2008.  



tions technology. A Nobel Prize was 
awarded for the discovery of the 
pricing model that underpins much 
of the advance in derivates markets. 
This modern risk management par-
adigm held sway for decades. The 
whole intellectual edi• ce, however, 
collapsed in the summer of last year 
because the data input-
ted into the risk manage-
ment models generally 
covered only the past two 
decades, a period of eu-
phoria. Had instead the 
models been • tted more 
appropriately to historic 
periods of stress, capital 
requirements would have 
been much higher and the 
• nancial world would be in far better 
shape today, in my judgment. 
     When in August 2007 markets 
eventually trashed the credit agen-
cies’ rosy ratings, a blanket of uncer-
tainty descended on the investment 
community. Doubt was indiscrimi-
nately cast on the pricing of securi-

son to the change already evident in 
today’s markets. Those markets for 
an inde• nite future will be far more 
restrained than would any currently 
contemplated new regulatory re-
gime. 
The • nancial landscape that will 
greet the end of the crisis will be far 
different from the one that entered it 
little more than a year ago. Investors, 

chastened, will be exception-
ally cautious. Structured in-
vestment vehicles, Alt-A mort-
gages, and a myriad of other 
exotic • nancial instruments 
are not now, and are unlikely 
to ever • nd willing investors. 
Regrettably, also on that list 
are subprime mortgages, the 
market for which has virtu-
ally disappeared. Home and 

small business ownership are vital 
commitments to a community. We 
should seek ways to reestablish a 
more sustainable subprime mort-
gage market. 
This crisis will pass, and America 
will reemerge with a far sounder • -
nancial system.”

ties that had any taint of subprime 
backing. As much as I would prefer 
it otherwise, in this • nancial environ-
ment I see no choice but to require 
that all securitizers retain a mean-
ingful part of the securities they is-
sue. This will offset in part market 
de• ciencies stemming from the fail-
ures of counterparty surveillance. 
There are additional regulatory 

changes that this breakdown of the 
central pillar of competitive markets 
requires in order to return to stabil-
ity, particularly in the areas of fraud, 
settlement, and securitization. It is 
important to remember, however, 
that whatever regulatory changes 
are made, they will pale in compari-

Greenspan Testimony, Cont’d

Offering:  North American Credit Reports 
     The presidential election heralds in a major opportunity for growth and development in select 
markets (see following page), and Whitehall wants to be your partner in taking advantage of those 
opportunities that may arise by offering concise, accurate, in-depth credit reports on U.S. and Cana-
dian, Caribbean, and Central American companies with whom you our your customer may deal.  
 For wholesale accounts, we have a special 
offer and we ask that you contact us by e-mail at 
info@whitehallusa.com for details.  Our published 
standard prices and delivery times are as follows:  

United States and Canada: 

Normal:        up to 2 weeks  $75
Express:      3-5 days    95
Super! ash:  1-2 days  120

Central America and Caribbean: 

Normal:        up to 2 weeks  120
Express:       up to 5 days   145
Super! ash    1- 2 days                  175

Note:  These are published, standard prices.  
Please contact us for wholesale or volume offers. 

In addition, ask about our Debt Recovery 
services too"  

We have partners located in most jurisdictions 
to handle debt collections and would be 
honored to work with you"

“The consequent surge in global de-
mand for U.S. subprime securities by 
banks, hedge, and pension funds sup-
ported by unrealistically positive rating 
designations by credit agencies was, in 
my judgment, the core of the problem.”



Winners:
Sectors that Will likely Bene® t Within Obama Administration:

President-elect Obama  recognizes the imperative of 
re-invigorating the U.S. economy by encouraging inno-
vation and technology, domestic production where pos-
sible, and expansion of the middle class as a means to 
a consumer-led economic expansion as was evidenced 
under Bill Clinton, a decade ago. Below are a few of the 
industries the Obama Administration will encourage:  

Environmental Technology 
:  There will be a strong em-
phasis on alternative energy 
development and distribution 
within the Obama Administra-
tion, and he will encourage 
innovation in these areas by 
proposing $15 billion in fund-
ing annually over ten years 
on clean energy infrastructure 
development.  There will be tax 
advantages and other entice-
ments for companies operat-
ing or entering this niche.  
Industries encouraged include 
Wind, solar-power, geothermal, 
second-generation biofuels 
producers, and etc.  There is 
also the likelihood of increased 
demand for environmental 
cleanup companies and con-
sulting engineers in the envi-
ronmental sector with renewed 
interest in environmental pollu-
tion containment too. 

Infrastructure Contractors and 
Consultants:   Among Obama’s energy-related plans 
is development of a national “Smart Grid” to modern-
ize transmission infrastructure so renewable energy 
generated anywhere across the country can be distrib-
uted anywhere in the nation. Attention and government 
dollars will likely shift somewhat from missile defense, 
future weapons development, and space weaponization 
efforts toward infrastructure as both a Keynesian effort to 
re-invigorate the economy through public works pro-
grams, and to shore up old and construct new bridges, 
airports, and interstate highways and more.  Also likely 
will be monetary incentives for cities and regional gov-
ernments to develop high-speed rail, and expand high-
speed internet access.  

Biotechnology Companies:  Under Obama, the health 
care system will be rewritten, and the extent to which 
this is undertaken depends upon the political will of 
Congress.  Although all parties, insurers, providers, and 
recipients of health care services will be at the table, 
along with employers, it is clear the system will be re-

vamped to encourage more innovation in the delivery of 
services, and to downplay the in! uence of insurers and 
pharmaceutical manufacturers. Advances in technology 
will be encouraged as they will lead to improved ef" cien-
cies and cost-savings down the road. 

Transportation Sector:   Obama will encourage the 
development of high-speed rail 
and other mass transportation 
alternatives.  He also aims to 
see 1 million plug-in hybrid 
cars on the road by 2015 and 
intends to provide $4 billion 
for domestic auto makers to 
retool their U.S. manufacturing 
facilities to produce vehicles 
with improved fuel economy 
standards. 

Domestic Consumer Prod-
ucts Manufacturers and 
Retailers:   Major discount 
and middle-end retailers and 
manufacturers will gain as 
Obama restores con" dence 
in consumers and elevates 
the buying power of a broader 
swath of the population. Luxury 
goods manufacturers may 
" nd less enthusiasm for their 
products as the Obama admin-
istration will roll back Bush-era 
tax cuts for the highest income 
brackets.

Housing Sector, Home Improvement Contractors, 
Lumber, and Home Improvement Retailers:   Obama’s 
tax credits will bene" t mortgage lenders and shore up 
the housing market, paving the way, over time, for in-
creases in new housing starts, home improvements and 
the like.  

Human Capital:   Obama intends to invest in Human 
Capital improvements to ensure that today’s youth and 
those displaced in outmoded industries are skilled to " ll 
the growing number of information technology and green 
technology jobs, etc.  Expanded educational opportuni-
ties at the college and early-childhood level will mean 
investment and demand for programs, materials, deliv-
ery mechanisms, and other resources.  

Paper and Steel : Obama has pledged to strictly enforce 
all current trade treaties and tariffs and would likely use 
the World Trade Organization to clamp down on foreign 
countries that subsidize their domestic industries.  

“From a purely economic perspective, • nding the new driver of our economy is going to be critical. There is 
no better potential driver that pervades all aspects of our economy than a new energy economy,” Obama told 
Time Magazine in October.



Past their Prime:
Sectors Likely to Diminish Under Obama Administration: 

Defense:   Obama has said he will reduce the forces in 
Iraq, removing 1-2 brigades per month with a goad of a 
total drawdown of forces by the end of 16 months.   He 
will cut spending on the War, missile defense, future 
weapons development programs unless deemed suc-
cessful and vital, and space weaponization.  Defense 
contractors will, as they did under the Clinton Adminis-
tration, experience some declines, however Obama has 
said he wants to increase the size of the military forces 
so the declines will not be across-the-board. 

Oil, Gas, and Petroleum Industry:  Obama intends 
to cap greenhouse gas emissions by implementing an 
emissions trading program whereby pollution rights 
would be auctioned off to the highest emitters.  These 
revenues would be used to fund new clean energy 
technology research.  Obama also proposes a windfall 

pro! ts tax for oil sold above $80 billion a barrel and 
intends to curtail import of foreign oil by encouraging do-
mestic drilling.  By 2030 he will require 60 billion gallons 
of advanced biofuels to be phased into our domestic fuel 
supply. 

Pharmaceutical:   By allowing the federal government to 
negotiate the Medicare drug prices alone, as he plans, 
Obama will cut from $10 to $30 billion in industry rev-
enues to the sector.  

Credit Cards and Financial Services: Obama has 
pledged a crack down on credit card companies and 
preditory practices of some players in this industry.  Also, 
Obama says his administration will investigate potential 
con" icts of interest and relationships between credit rat-
ing agencies and ! nancial institutions. 

Calling for increased transparency and accountability in general, the Obama Administration will more closely moni-
tor executive payouts and parachute packages.  Any sectors or players intent on skirting laws and regulations will 
face a much tougher time in the Obama Administration than was faced in the laissez-faire Bush White House. 

U.S. Unemployment at 25-year High, GDP, 
In! ation, Other Figures Discouraging too.  

     The unemployment  rate rose from 6.1 to 6.5 percent 
for October, and nearly 4 million Americans are collect-
ing unemployment bene! ts now, more than any time in 
recent history since 1983 when Ronald Reagan was in 
the White House.  
     According to the U.S. Department of labor, initial ! l-
ings for state jobless bene! ts reached 481,000 for the 
week ended Nov. 1, and the four-week moving average 
of unemployment claims was 477,000, unchanged from 
the previous week.  A four-week moving average above 
400,000 was present during the past two recessions and 
the average was only 324,000 a year ago, con! rming the 
depth of this economic downturn.  
     Over the past 12 months, the number of unemployed 
persons has increased by 2.8 million and the unemploy-
ment rate has risen 1.7 by percentage points. 
     In other bad news for the U.S. economy, third quarter 
GDP dipped  by .3 percent for the third quarter of 2008, 
according to advance estimates released by the Bureau 
of Economic Analysis.  Third quarter GDP ! gures con-
trast sharply with a hopeful second quarter increase of 
2.8 percent.  
     “The decrease in real GDP in the third quarter re-
" ected negative contributions from personal consump-
tion expenditures (PCE), residential ! xed investment, 
and equipment and software that were largely offset by 
positive contributions from federal government spend-
ing, exports, private inventory investment, nonresidential 
structures, and state and local government spending.  
Imports, which are a subtraction in the calculation of 

GDP, decreased.
     Pro! ts from current production ( corporate pro! ts  
with inventory valuation and capital consumption adjust-
ments) decreased $60.2 billion in the second quarter, 
compared with a decrease of $17.6 billion in the ! rst 
quarter.  Current-production cash " ow (net cash " ow 
with inventory valuation and capital consumption adjust-
ments) -- the internal funds available to corporations 
for investment -- decreased $60.5 billion in the second 
quarter, in contrast to an increase of $10.1 billion in the 
! rst.
     Personal income  rose 0.2 percent in September, af-
ter rising 0.4 percent in August. The Economic Stimulus 
Act of 2008 had a negligible effect on personal income in 
both months.
     Real disposable personal income (DPI), income 
adjusted for in" ation and taxes, rose 0.1 percent in Sep-
tember after falling 1.0 percent in August. Real DPI was 
affected by tax rebates and subsidies from the Stimulus 
Act. Excluding these items, real DPI increased 0.2 per-
cent in September and 0.4 percent in August.
     Real consumer spending (personal consumption 
expenditures - PCE) fell 0.4 percent in September after 
remaining " at in August. Spending on autos, gas and oil 
turned down.
     PCE prices  rose 0.1 percent in September after 
remaining " at in August. Excluding food and energy, the 
index rose 0.2 percent in September and August.Per-
sonal saving as a percent of disposable income was 1.3 
percent in September.



 “This morning, we woke to more sobering 
news about the state of our economy. The 240,000 
jobs lost in October marks the 10th consecutive 
month that our economy has shed jobs. In total, 
we’ve lost nearly 1.2 million jobs this year, and more 
than 10 million Americans are now unemployed. Tens 
of millions of families are struggling to figure out how 
to pay the bills and stay in their homes. Their stories 
are an urgent reminder that we are facing the great-
est economic challenge of our lifetime, and we must 
act swiftly to resolve them.
 The United States has only one government 
and one President, and until January 20th of next 
year, that government is the current Administration. 
I have spoken to President Bush, and I appreciate 
his commitment to ensuring that his economic policy 
team keeps us fully informed as developments un-
fold.
 Immediately after I be-
come President, I will confront 
this economic crisis head-on 
by taking all necessary steps to 
ease the credit crisis, help hard-
working families, and restore 
growth and prosperity.
 This morning, I met with 
members of my Transition Eco-
nomic Advisory Board, who will 
help guide the work of my transi-
tion team in developing a strong 
set of policies to respond to this 
crisis. We discussed several of 
the most immediate challenges facing our economy 
and key priorities on which to focus on in the days 
and weeks ahead:
 First, we need a rescue plan for the middle 
class  that invests in immediate efforts to cre-
ate jobs and provides relief to families  that are 
watching their paychecks shrink and their life savings 
disappear. A particularly urgent priority is a further 
extension of unemployment insurance benefits for 
workers who cannot find work in the increasingly 
weak economy. A fiscal stimulus plan that will jump-
start economic growth is long overdue – and we 
should get it done.
 Second, we must address the spreading 
impact of the financial crisis on other sectors of 
our economy:  small businesses that are struggling 
to meet their payrolls and finance their holiday inven-
tories; and state and municipal governments facing 
devastating budget cuts and tax increases. We must 
also remember that the financial crisis is increasingly 
global and requires a global response.
 The news coming out of the auto industry 

this week reminds us of the hardship it faces – hard-
ship that goes far beyond individual auto companies 
to the countless suppliers, small businesses and 
communities throughout our nation who depend on 
a vibrant American auto industry. The auto industry 
is the backbone of American manufacturing and a 
critical part of our attempt to reduce our dependence 
on foreign oil. I would like to see the Administration 
do everything they can to accelerate the retooling 
assistance that Congress has already enacted. In ad-
dition, I have made it a high priority for my transition 
team to work on additional policy options to help the 
auto industry adjust, weather the financial crisis, and 
succeed in producing fuel-efficient cars here in the 
United States. I have asked my team to explore what 
we can do under current law and whether additional 
legislation will be needed for this purpose.
 Third, we will review the implementation of 

this Administration’s financial 
program  to ensure that our gov-
ernment’s efforts are achieving 
their central goal of stabilizing 
financial markets while protecting 
taxpayers, helping homeowners 
and not unduly rewarding the 
management of financial firms 
that are receiving government 
assistance. It is critical that the 
Treasury work closely with the 
FDIC, HUD and other govern-
ment agencies to use the sub-

stantial authority they already have to help families 
avoid foreclosure and stay in their homes.
 Finally, as we monitor and address these 
immediate economic challenges, we will be moving 
forward in laying out a set of policies that will grow 
our middle-class and strengthen our economy in 
the long-term. We cannot afford to wait on moving 
forward on the key priorities that I identified during 
the campaign, including clean energy, health care, 
education and tax relief for middle class families.
 My transition team will be working on each of 
these priorities in the weeks ahead, and I intend to 
reconvene this Advisory Board to discuss the best 
ideas for responding to these immediate problems.
 Let me close by saying that I do not underes-
timate the enormity of the task that lies ahead. We 
have taken some major actions to date, and we will 
need further actions during this transition and subse-
quent months. Some of those choices will be difficult, 
but America is a strong and resilient country. I know 
that we will succeed if we put aside partisanship and 
work together as one nation. And that is what I intend 
to do.” 

Obama Priorities Outlined in First News 
Conference as President-Elect

Ful• lling his campaign pledge to address the economy without delay, Obama met on Nov. 7 with his Transition 
Economic Adivsory Board to begin the work of crafting policies to respond to this crisis.  Below, Obama Out-
lines the key proiorities and most pressing challenges facing our economy on which his attention will be focued 
in the days ahead.  Below, his prepared statement from the press conference that ensued: 

“ We cannot afford to wait on 
moving forward on the key priorities 
that I identi• ed during the campaign, 
including clean energy, health care, 
education and tax relief for middle 
class families. ”


