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o & &< AZlgod, FEtae 712
AHEEAH] olF ¥2)& AAHoE AFF
Z&Ae 48 By BEA 2o EEAE A
glo] ZAHAGH, ACA ®gt opz} HA FF
471 A E&AY FAAES 23 Jd FARE
7% ABACUS FAE AR S Aol
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g7z dutd9 FACDORES AY+2s &
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Aol At o Yol Feitae o2
H AR RE AAte] o] g3 G434 o
& AR oFFES oplEdd. 53, AA
Ao FALHYPQ Featro HHE AHoR
A2 FAREAE 0|80 Bujshs FE9 FA
£ 49 olf7t gtk d7u 2=utAs A
T FAske AFolW d&d 133 E Aol

3.3 §XAA maf: w1 3 diel F8VLIIE

Zogkabagl E&AL] §3F ABACUSY F8
EAAE 2REAE FEF A o3 FFol
22 Aoz dAsE FEIAEC dF-Eold.
o5& Zruhayl BHA AYPHE HY Ao
gae AT A 2Fd Aot Yi8F FAA
9l =97 &8 IKBE mhlAdld,® S=uky

16) YZojME KBS Z=gHtA ABACUS Adlel sl o714 gt ol 34 B5A0Q IKB7F 20004 AHZeiels
NAZA E YA GFRE BAks, 2007d 271AARe] B3 ol 1349ged] gihe FAEEE ANLE H nE v
7o) 2847) WEoltt, ey 3 KB FAATHE AAsias, SEC nageiME Bttt $AA [KBA 48
cpORA ARe] T&Al 98 3 EAEAME AFeA Futke AolA KBS slgle FE8 AP T £ At
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27} IKBel| AAIg FHCDOAE AdAde 7]
2L AR Al EEALY 983 ExEA M)
g dge]l A ¢t IKBE Z2F A4
FZ22 Class A-1 Note(LIBOR+85bp, %t
27|F Aaa, S&P7I1E AAA 5%). Class A-2
note(LIBOR+110bp, $H27|% Aaa, S&P7]
T AAA ) FAT 195312 g
el E4& BA AR, o4, 2010:
Bd, 2010).

% g F8 mFae Udd=4 23 ABN
AMRO°|%t. ABN AMROE ACAY E3JARQI
ACA Capital®} Z=WAA 7ke] CDSA# A%
< F/08P8A ACA Capitale]l AgE%d o2
FAZAE HAE 98 sg4anrdee &3e
ool . o] AL F o A8 Ayud,
ACA Capital® ABN AMROS| 712 o]Fo}z
ABACUS A#H Ayl (Super Senior)
EJA tig o 99€9 CDSE mizgez
A Agejxde g &42 FEdE gal, o
50bpe] Zz2]n|gE AFEsiT). ol ABN AMRO
X ACA Capitale] detd didl £4& F4%
Ue 2702 94 Zguge AFuskt oF
ABN AMRO= %9374 23 RBS(Royal Bank
of Scotland)e] UFHUR, 20079 ACA
Capitale] AFEFAE Y ©]22, RBSE ABN
AMRO7} Zta 99 CDS SAEAMH L H4ks})
A8 B=gabrolA o 8ojqHviga g AFEe
EA g £4E FEA =00 @9, ACA
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d 19 S=TA42E A2 ABACUSY #dd
AT 252 AF3IHY.
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€ 2309 Adsras 32 F UA

3.4 Zeombael JiAn): w2l 28 FICH
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HEddx, 2d2de] 5 Y Fg3IAb] dig 3
712 9 E5E ZARP] ARSI 34 SECE
SETAGAZRE FACDOAE ABACUSY &3t
ARZ 800TFo E3le HuiF ¥ BAE A
ugton, 9 4Fe 22474 2 oY Ay
A4Y gHA £22 ¥ 59 Zoiaba
JALEE ZAFAT

2009 7€ SECE 1%t ZAF 212 njg
28 FEghtAdA Aid BF AFAERA
(Wells Notice)E $33t%ct'” olo) Zzuiat
A€ 2% A8E 5 Y 2L 8L 2
Ao Adl, FAEAHA 2 A o g FEE
H33jof & 977} 9IS& SEC7 Hstn g
I AAREN, EEAM] gEo] Feditta 47
FAAE oMFE glon yopl ANEL EAAE
LE3A efskrta whiksigict

add= E7stn oY 20109 49 169
SECE AAZAL 238 uigog Zruilrs
AR 2 Aird. n4FeA SECE 2=
R 27 $44CDOME ABACUS 3f A] vz
A3 By AP Fo AMAE FH9 B8

17) AFBANE AA F2 FUNG 25717 3 SECTo] Ad #8027} e 7o} 71d) e} 2lAbe) 22 (Civil
Action)& #3712 2RSS Leln PR 49 71318 F7] 98 Rou},
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&2 SAANIA 22" ABACUS #ul7} ojfda
gosisinh, vl IKB7E 712K A28
A83} Fo] ABACUSH thdt zAke] FAaZR
¢ F88 Hyths 1S ITabad AR BE
7] fRolc}, Fewabas 7ol FH8 ACAS
712 AA71Be 2 A7), ABACUSY ¥
AdMdE Aol el dig AFS A
Al ACATHo] 712k AR R a 2 w35l

a#v SEC7E #ug sHelx F29 oY
o]k ABACUSY TEZg e Mo E&A) 2
ol YT Ao| AMz =3y BHA AR
o 234 ZFA7 gActh. 2007 1¥€ sHx
E2E ZEA 2 ACA FAASY 39E & F
Z&AF AR 12370 RMBS 258 A3}
ACAd £33t} o|F ACAE HHelx F29
Zuwads AR A (FESAE A3 ) 1230
% 55707k EdE MEZIdRrIAFd 8574
At 20079 24 sHex £2 § =W

=2—1
Ak Qo2 HE o|E AFLE E&SAE ACA

SHE SINE:

s}

COtatAC| BIECDOAE ABACUS AlCIE Ba2E 57

7} 33§ RMBS ¥ 8/M& A9 TEERR &
£& guix F2d4 AsFen, oF F=2
£ ACA% #7} =9 AA ABACUS ®#d
9071¢] RMBSE HZF olsiditt. F E&AWH
ABACUSY| 7]ZApkt 4344 /iddivke Azt
o)Zo] oju|d ZALE B3 AHIE B3R Ao
4, Beitae AR Addd AE E&
AL £¥ARE AP £ HE FAA
E3 Y3 FEAML Fda T ACAY &
9 BRgto 2R FAAge) oS 3.
ZeEwhtaE ABACUS AdAIgalN E&APE
te FARE o dFRAd ke AKE ¢
1 ey, ACAdAlE EcA Bt Al 42
L4 Basie AR dFE EdR]Y FARGR
exdlgrt. SECE ACA7F E&ALS] FAIZRA A S
gotchd Apale] Hubo] vjd AFE ndlo 712
ke AR HoldA| @RS Ao A}
dck. 20079 19 Fuota EEAL ACA T
o]30]7 3¢ o]F ACAE ZFETAtroA E&A}
9 g dig oEE AT A, FHE
22 F2E oY 2L 58 ESAPt o &
ACDOAE Adel 2ZMY Rolgtatt @3l
A= ACAE 20079 29 ABACUSY 7|2A4%
ARl ¥ A B4 2N, =2
£ Z&ADt A4 SelEA s @2 FHCDOEEY
dAE ERN Fxzc 43S Bl
2010 79 159 749 APd FHAHEL
(Dodd-Frank Wall Street Reform and Consumer
Protection Act)'?'o] sl@ig3} FAlo] F=uha
28 SECY 24% d9gHd. old ¥E%¥

18) SEC7} Brakabre) Ap|@9E AZe7] dal e We 19339 288 A1TZ2APIARBH) (a)F(15USCETTqla)), 1934
zAAH A10ZAAZA 2 APIE 8g9]) (b)E15USCET8i (b)), ZAANY 73 A10b-52(AHZ2F 2 AP1A F2< A

£)(17CFR§240.10b-5) Folct,

19) 20104 79 219 v|F ulel cigade] AggeaA 34 wEE FEHEYY T WE2 AEA2A HE, I8 A A
N 2EAYe] Bu4 Az, F¢4HA B3 o2 8ok 4 ok 22y d¥oMe 434 8 87 E(Volcker Rule)9|
Qxgl BYAE B g7 548 Lincoln Amendment)o] The esigo2M Asig A¥oleke Hgo] W% ATHvIE I

AEygel Fa e (75 HE F=2).
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A& Bloomberg, SEC, ¥t Healg 52 FAuste] A2,
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175.0 ->173.5
20100f16: SEC, BEQHAA 7|2
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(£ |) SCOAA MEIY I ZHTX

1. ESOitaol S gl MRy

2010d 79 SECS #JF HA 24 Bd ooz BFsn, IuitAE 18 22Y FALY
A NEFARA ZFe] AR 71, F7B, F3 SoA BEAT FE2E AT P
AAEEL gtk vF 8ol BAE Fa 2094F 3B gt glen, 200942 A
8.4899 2o £} 1339289 &ol9E 747 7S5t

Zoohbas 18699 A~ ZEiH(Marcus Goldman)el 93 o 2F/43AlE ¢t 1906
A4due Sygsiuiy £x28 22 A7 H1, AL AFsct 198030 S0 AR 3L 77+
slgit}. Eo] Aoz, 19819 J. fAJ. Aron & Co.) & AN FEFAEAYAAE 2 AF
9dog #4s%Ed, 8 CEOY 2ol= E#39 < (Lloyd Blankfein)& Hi2 J. & &4l

19999, 49 o|% 130d $9t #A81& &3\ H(Partnership) AAE vhstn F23xt2 A
2Ad 714E FASAY. ]2 BsitAE ARIERE % ARES, HEUSY FIAY BAY

2 o]dg ggaA Hol A A steldE v FFAUD A7]1FAH(Principal Investment,
PI) AKIGlE AdE & & 71ES oldsl] g0 20008 B0 FAL3Y YA Z33}7] sl 2
A$4 9 FEAERE AT oy, ABZR N FA o5 Fid 22Y F¥H7E
ZouA 20089 99 LA FAL2 ABeATE o] F 20094 8¥ FEAFIAIR AAE AR WA}
oA Zeotal ga H4E FAegozMe] B4 fA Uzt Stk

2. BooAo] XX U AlIEE

zoolalie 234} “The Goldman Sachs Group, Inc.” Abstol] 8 ASJAHEASAL )T 100
A7l o2 AR YR ALBAES /Hx At dFEY Agrks FFIAIAT GS Power
Holdings LLC'9 22 H2EIAE ZAFTH(TY ¥2-1) #F). o5 A e Hid, Aotz
= z2 zA3 9 g0 APl o, uF, 9F, 48, T T2 S st .

zg ARlozE Exed R (Investment Banking), Edlo|d ¥ A|FAF-E(Trading and Principal
Investments), AH#e 2 ZAMY| AR E(Asset Management and Securities Services) & Al
A BEL gddln Yt} o F EALYREL FFAEYF(Financial Advisory)9 FAIFAF
(Underwriting) 2 725°] otk FEARATE M&A, AldHelz, 841, 719y, 719722
A DAY ARYTS, Z2AUN4YTE FAF A dF A FE A% g7 Edold 2 A
712AREe oA A A9 452 FEHEd, FICC(Fixed Income, Currency and Commodities,
Ad 98 2 AE)QR, A% (Equities), A715AUF(Principal Investments, PI)7} 23|t
FICCYRE A, 98, A4 2 JYF4E, MBSY AFZ2AH viv), FAF 7] MBEANAT
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g B, FAYTE 34 3 FHVY AF B2, FUMEANS 72 2 49 9rE v
AT AIEAYTE 49l 25} AAE PIE Fruatrd RE 3 4 S 598 Daste
%

otk @A, AR 2 FANHARE F ANBAYTE /1% L AN 5 Fd nAGA A
ALH &

T Lo—

Best FARNTAN A 2 a9t BAF AFMMF, AL, 98, AAAE 2 ¥F
Bgeq A= BIYTE P FPE. VA AYRE L2370 (Prime Brokerage), ol

¥ A (Financing Service), $8UZE 4% 5% 334,

[ I I [ [ [ 1
. . Goldman Sachs Goldman Sachs Goldman Sachs Goldman Sachs Goldman Sachs )
| Coldman Sachs | | sscet Management Hedge Fund Financial Markets, | | Specialty Lending Bank USA karon Holdings,
. LP. Strategy LLC LP. Holdings, Inc. T Holdings LLC o
I I I I I
Goldman Sachs Goldman Sachs Goldman Sachs
{Asia) Finance Asset Mgt Co., Specialty Lending Gociman Sachs en
Holdings LL.C. LTD.(Japan) CLO, LTD{Cayman) pany
[ I I I I L |
: Geldman Sachs Commonwealth
GS Financial Goldman " MLQ Investors, s 5
e Mortgage GSCP{DEL) Inc. GSTM LLC 4 Annuity & Life
Services L.P.(Del) Company Sachs{UK) L.L.C. L.P.{Cayman}) Insurance Co.
; T 1 I I e —
s :ﬂsda;'i‘ul GS Capital GS Capital Goldman Sachs SLKLLC Goldman Sachs Ngr&at‘;tﬁbt
' “Lp. Funding, Inc. Funding, Inc. Credit Patners LP Realty Japan Ltd. LL{Japan)
I | I I
. GS Capital Goldman Sachs .
Wi&'ryﬁr:et Funding(UK) T 3 G%dma" Execution & MT.?;‘}J"&W Co.,
Limited achs Group Clearing, LP -{apan)
Holdings{UK) ulls
GS
International
Bank{UK)
\d | ]
Sachs Goldman Goldman
Holdings{UK) Sachs Sachs
Holdings{UK} Holdings{UK)

A& The Goldman Sachs Group, 10-K

&)< AZst

(17 $2-1) Zeoktac] Agab|

20) 20089 22 Uy FALo] =gt guiAE S43EA AUA HPARI] FAs] ghatel7hR] ol2Fd AL Pl HIF
BHoE EAsHE o 7191 vyl 3. A2 u|EE R Ao FALYY P g5 did #AE ARslEe 939 S
Ho|x gt}
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2010 7€ 219 v|= bt EE ] AHES B8 F87/18 M (Dodd-Frank Wall Street Reform
and Consumer Protection Act)o] B4 wRHAJL. & WS FEIAH 712 57|75 B9 opy
g, 31(20109 6¥ 309, 34 237, HH?H 192) 2 2€(20109d 7€ 154, A 60, HHh 39) A
T EhzE A M TR e A5S A7 st 23y 1FgE FA0g 3 o3 dA Hla
A A&3 AYPE 5 UA"D AL F5H ]i QA Az A71AA S S A EA] A L F
ZHW7] wzolddnt. 9, Astd WSt F 4 AFHe U Ades, AAAC e Hyat AA

Qto

N7 S sae maug A3l BAYIE Y. § WS 169 54174, 848%9 et
Fee pAgel sled, thRRe) o] 2Ax 1HW WHS T gon o F 9 ye A4 7]
& 50kl We AR B ARSI, FEAAGE FEUALY AL, FEA AP A 3

A
ASAES AE, FAAES R ATEe] A3 F& FL WEeR du Y E BE-1) F2). v
FEAEY olF AAA sEtAe TS Bk HEer A= goh 20118 A I E &
gyt A RAF A2 Al F2 FE3Ae A A 2 AEAEY AH, FEaH
ARZE Aoeb] A BeREA2He] 29 de =97t 28] AP U

(E 75-1) 0|7 8o F2 S

3 A& T2 W
: : os =8 = At tig A 7+
1 |Financial Stability g%o %\]I,]L_;H FS-F{)C]} /\?}*‘—:1_
2 | Orderly Liquidation Authority 58 F3A1 FeAa £
Transfer of Powers to the Comptroller, = = x aQ e o]y
B Pt A2ZRESH(OT9) A3 2 7% ol
Regulation of Advisers to Hedge Funds
T ey ASEAREYR ) B Al A4
5 |Insurance 28 FAAA A
6 |Improvement to Regulation YA F3AL 5 FEAFIAL G ARA 7= 7
Wall Street-Transparency and o e
7 Accountability 2748 29 A A
Payment, Clearing, and Settlement 1 s 3
g |oRmet AFHAN 2R FEAA 3o

Investor Protections and Improvements HAlR E 7
9 to the Regulation of Securities AL FAREE 25

10 |Bureau of Consumer Financial Protection | &3 gAH AR 577 AlA

11 |Federal Reserve System Provisions QAT A, AYA 3}
Improving Access to Mainstream =0 1 7ha

12 Financial Institutions ALES FEMIL o 3824 st

13 |Pay It Back Act TARP(troubled asset relier program) X923 #a) 733
Mortgage Reform and Anti-Predatory V= 2 1

14 Lending Act BA G E dg FA 73t

15 |Miscellaneous Provisions Y AT Y T
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An “Ethically Questionable” Investment Strategy

of Global Investment Banks:
A Case Study of the Goldman Sachs’ Synthetic CDO, ABACUS*

Kyong Shik Eom** - Jinho Lee*** - Woon-Youl Choi****

Abstract

This study analyzes unlawful investment strategies of global investment banks, focusing on
the case of Goldman Sachs” synthetic CDO product, as known as ABACUS.

The legal battle between Goldman Sachs and the Securities and Exchange Commission (SEC)
began when the SEC filed a complaint on April 16, 2010, and ended up with the settlement on
July 15 through which both parties agreed upon that Goldman Sachs should pay a fine of $550
million. During the sales of ABACUS, Goldman Sachs failed to inform its investors of material
facts related to the meltdown of the US housing market, and thereby inflicted huge damages
on these investors. What Goldman Sachs deliberately omitted from its ABACUS marketing
materials was the role that Paulson & Co, one of the parties involved in the product, played in
selecting underlying assets that constituted the product, which was expected to affect adversely
the investors. Instead, Goldman Sachs included false information that the underlying assets
were selected by ACA, a third party with expertise in selecting portfolio assets. Furthermore,
although Paulson & Co took short position in the product, Goldman Sachs caused tremendous
damages on investors by falsely informing ACA that Paulson & Co took long position just as
other investors. As the result of the ruling, one of the main investors of the product, IKB could
receive full compensation for their loss, while ABN AMRO, another investor, received only
$100 million, much less than its actual losses. In response to the unreasonable compensation,
other investors are expected to file a series of lawsuits. Already, ACA, one of the affected
investors, filed a $120 million lawsuit against Goldman Sachs in January 2011.
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Since the outbreak of this event, the US regulations on global financing have been strengthened.
The Wall Street Reform and Consumer Protection Act that came into effect in July 2010
attempts not only to regulate proprietary trading as well as OTC derivatives trading of large
financial institutions, but also to include detailed measures to protect financial customers.
More importantly, the actions taken by the US will spread to other nations and become a new
paradigm in the world’s major financial markets. In addition, financial industries act quickly
to self-regulate themselves. In January 2011, the Business Standards Committee established
within Goldman Sachs last year released a report including how to revamp itself, in its
attempt to reestablish its corporate brand as well as the confidence of the whole financial
markets. Apart from how effective the attempts would be, this will definitely affect other
financial institutions.

This case study will help the Korean policy makers minimize the damages that any immoral
investment strategies adopted by both Korean and global financial firms may inflict on Korean
investors, and emphasize the morality and social responsibility of financial firms. Also, this
may help Korean financial firms advance into a global player under the new global paradigm of
toughened regulations.

Key Words: CDS, Financial Crisis, Goldman Sachs. Short Position, Synthetic CDO
ABACUS
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