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Itismy distinct pleasureto introduce tonight’s Executive Policy
Seminar speaker, who surely needs no introduction to thisaudience.
| am pinch hitting for Tom Healey, who isaManaging Director with
Goldman Sachs and a member of the Board of Advisorsfor the
Capital Markets Research Center. Tom expected to introduce our
speaker, but was called out of town at the last minute.

Abby Joseph Cohen chairsthe Investment Policy Committeefor
Goldman, Sachs & Co., where she became aManaging Director in
1996. She began her professional career as an economist with the
Board of Governors of the Federal Reserve, and thenjoined T.
Rowe Price, before becoming a Managing Director at Drexel
Burnham Lambert. She joined Goldman Sachsin 1990.

Ms. Cohen’sextracurricular activitiesfocus on education. Sheis
aTrustee Fellow of Cornell University and serves on the Board of
Overseersof theWeill Medical College of Cornell. Previously
Abby served as Chair of the Institute of Chartered Financial
Analysts(ICFA) and of the Association of Investment Management
and Research (AIMR), which awarded her their Distinguished
Service Award.

Sheisalso amember of the Boards of the Council for
Excellencein Government and the Council on Foreign Relations.
Abby ishighly ranked in U.S. portfolio strategy by Institutional
Investor Magazine and Greenwich Associates. She wasinducted
into theWall Street Hall of Fame in 1997 and has been honored by
many groups, including the Financial Women’sAssociation and the
New York Stock Exchange. Her education includes undergraduate
and graduate degreesin Economics from Cornell and the George
Washington University, respectively. She hasreceived honorary
doctoratesin Engineering and Humane L etters.



Back to Basicsin the Financial M arkets

Abby Joseph Cohen
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Getting Back to Basics

| have a constructive view about recent developmentsin US
financial markets, including the sustainability of the risein stock
pricesfrom their multi-year lows. For much of thelast three
years, investorsin financial markets and many decision-makersin
the economy were not focusing on the fundamentals of the
economy or their industries. Instead, they were understandably
distracted by other events such asthe crises of confidencein
accounting and corporate governance, and the broader worries
associated with terrorism and the recent military engagement in
Irag. Asaconsequence, many investors made their decisions
without focusing on the basics.

My first, and perhaps most important, message isthat we are
back to the point at which the usual issues and factors should be
considered. The focus of analysis should be economic
developments, the pricing of financial assets, and the operating
performance of corporations. The troubling distractions have
faded, but are not entirely gone.

Capital Allocation

| do not intend to minimize the problems we have faced. In
early 2000, the United States equity market reached notably
over-valued levels, but perhaps of greater consequence was that
the economic growth itself had reached overly energetic levels.
In retrospect, it is easy to conclude that there was too much
investment in plant and equipment and too many dollars being
used by companiesin an inefficient way. Capital was also
squandered in other countries, often in the sameindustries.



In aperfect world, capital flowsto projects with the highest
returns. Thisrequiresaccurateinformation about the prospective
returns. At the outset, perfect information is not available, and
educated guesses are required. In retrospect, we now know that
some capital invested in the 1990s was allocated to projects with
poor or negligiblereturns. In the equity capital markets, some
companies without appropriate business plans, such asimmature
technology companies, were neverthelessfunded. Therewere
no positive consequences for either economic growth or job
creation. Similarly, the fixed income markets provided some
capital unwisely, for example, funding the global overexpansion
of telecommunication services.

I mportantly, thiswas not aphenomenon limited to the United
States. Indeed, the misallocation of capital wastypically a
consequence of misjudgments by industry and sector, rather than
by country. Much is now said about the excess enthusiasm for
young technology companiesin the United States and the
manner in which they were able to receive funding at much
earlier stages of their development than might have been possible
in previous market cycles. Computer technology (“T") wasa
smaller sector in Europe, but those nations had notable focus on
media (“M") and telecommunications equi pment and services
(another “T”). Theresulting TMT acronym was used
worldwide. At the end of the late 1990’s and early in this decade,
telecom companies dominated several European bourses and
accounted for the lion’s share of corporate bond issuancein
several countries, including the United States.

In some cases, investors were basing their decisionson
financial data, later determined to have been inaccurate. These
decisions were also colored by expectationsfor revenue and
demand growth that proved to be unrealistic.

M ar ket Valuation

A proper assessment of market valuation requires accurate
data on the performance of the underlying corporations. We now
know, based on the massive corporate accounting adjustments
announced in 2001-2003, that the data previously provided for



earlier yearswerewrong. Keep in mind that write-offs
announced in a particular quarter or year do not usually reflect on
that period, but on earlier periodsin which revenues, earnings or
other factors may have been misstated. Again, inretrospect, it
can be seen that the corporate financial statements used by
investorsto assess equity valuationsin 1998-2000 were
misleading. If investors had accessto more accurate information
for those years at the time, we would have likely concluded that
equitieswere overvalued at an earlier stage.

Whereisthe market right now? Using a discounted cash
flow approach to the market, we think that the fair value of the
S& P 500 is about 1150, or about 15 percent above today’s level.
This price target was introduced as our 12-month forward
forecast in early 2003, and seemed very aggressive at the time.
The S& P 500 was then trading below 800 and is currently near
1000. Our view of prospective fair value is not based upon
market sentiment, which was quite gloomy earlier thisyear.
Instead, we focus on the fundamental s of economic and
corporate performance. We think these factors are again moving
inapositivedirection.

Although we believe that stocks are undervalued, they are not
asinexpensive as they werein February of thisyear or in
October 2002 when the S& P 500 fell to about 780. We primarily
rely on adiscounted cash flow, or dividend discount, model to
gauge thefair value of the S& P 500. Many people prefer simpler
approaches such as price-earnings (P/E) ratiosthat we believe are
not as statistically robust because these ratios do not factor in the
level of interest rates, inflation, or position in the economic cycle.

Consider that the current conventional wisdom isthat the
average P/E, now in the low 20s, is high. When compared to
other periods of mild inflation and low interest rates, the current
mean P/E iswithin normal ranges. Also consider that P/E ratios
tend to be at their highs when the economy is beginning to
recover, and earnings are depressed. It isoften thelow E, rather
than the high P, that leads to high P/E ratios. Thereisalso a
mathematical issue based on the differences between mean (the
arithmetic average) and median (the midpoint which is unaffected
by extremevalues at either end of the distribution). The median



S&P 500 P/E ratio is about 14.5 based on 2003 earnings, and
about 13 based on projected 2004 earnings. That does not seem
to be overpriced.

Accounting and the Economy

Devel opmentsin the economy and corporate behavior are
essential when considering prospective asset returns. With regard to
the economy, we have gone through avery difficult three-year
period. There have been threeyears of deceleration and dramatic
adjustments, punctuated by eight months of outright recession.
During this period, capital spending and inventory investment have
been squeezed to low levels. In particular, businessfixed investment
has declined from the excessive levels of thelate 1990s during
which time capital had been allocated to projectsthat had very poor
returns.

In addition to these dramatic adjustmentsin the economy, there
have been unprecedented accounting adjustments announced by
companiesin the S& P 500. Many dubious records were established
in 2002. For example, the dollar amount of write-offsreached
140% of reported earnings, stated differently, corporate write-offs
were substantially larger than reported earnings. Oddly enough, this
embodiestwo pieces of good news. First, the accounting statements
released by companies should now be more accurate reflections of
reality. Second, we can more clearly seethe sources of the prior
EXCesses.

About two-thirds of the companiesin the S& P 500 engaged in
some accounting adjustments|ast year. But only asmall handful of
companieswereresponsiblefor 90 percent of thedollars, most if it
linked to “impaired goodwill,” or the overstatement of the value of
corporate transactions such as mergers and acquisitions. AOL/Time-
Warner alonewas responsiblefor about half of the write-offstaken
by all 500 firmsinthe S& P 500 index. Last year wasthe year of the
big clean up. Although there have been some additional write-offs
in 2003, these are much smaller in magnitude.

Asaconsequence of the cleanup during the last three years, we
expect to see an economy without the excesses, a corporate sector
with reliable earnings data, and financial asset prices based on more
accurate and transparent information.



Current Concerns Throughout the World

| nternational Economy
CounTRY COMPARISONS

At thetop of my list of macro concernsfor the past three years
has been the weakness of the other major economies. Inthe United
States, many have been concerned about GDP growth that wastoo
slow for severa quartersand an unemployment rate that isstill too
high. Even so, GDP growth in the US thisyear will be about 3
percent, with afaster pace in the second half. Theworld’s second
largest single economy, Japan, islikely to have GDP growth around
one percent. Germany, as aproxy for Euroland, which has
aggregate GDP larger than that of the US, is projected to have
economic growth below two percent. And the unemployment rates
in Germany, France and other major economiesin Europe are 10-
12%.

It isamajor concern that aggregate demand in other devel oped
economiesisgrowing slowly and that there has been abelated
economic policy response to those conditions. A cynical person
might say that the European Central Bank has been waiting for the
USto provide asignificant amount of stimulus so that they would
not have to do so. The trade statistics, which show much faster
growth in imports than exports, would support that view.

By focusing on the value of the Euro, rather than on the
underlying dynamics of the European economy, the European
Central Bank hasfollowed a beggar thy neighbor approach. The
USisboth theworld’slargest importer and the world’slargest
exporter. Our most important trade partners outside of North
America are Western Europe and Japan, and when they do not
expand at their potential growth rates, thereisanotableimpediment
to our own growth.

VALUE oF THE DOLLAR

Thedollar has declined relative to most senior currencies.
Although many inthefinancial markets are nervous about the
decline, thismay proveto be an overrated or mistaken concern.
Thereisan old joke that in the United States the only people who
really worry about aweakening dollar are those planning vacations



abroad. Indeed, our economy islikely to benefit fromthedeclinein
the dollar relative to the Euro and the Japanese yen. US companies
become more competitive selling their goods and servicesin Europe
and Japan, and our domestic products become more attractively
priced than imported goods at home. Many US companies have
complained for several yearsthat the strong dollar hurt their
competitiveness.

A second benefit, whichisabit of atechnicality, relatesto the
currency tranglation of foreign-based profits. Assumethat aUS
company has earned 100 Eurosin its European-based operations
and repatriatesthisprofit. 1nthe meantime, also assumethat the
Euro hasrise by 10% relative to the dollar. The 100 Euros are now
worth 10% more than they were, and the company can report profits
10% higher than otherwise would have been the case. Although the
stronger profitsmakefor happy reading, our statistical analysis
suggeststhat investorsultimately see through thisand will not pay
much, if anything, for currency-translated profit boosts. However,
they will pay for theincreasein profitsthat resultsfrom improved
competitiveness and increased market sharethat derivesfroma
weaker currency.

Thethird benefit may be aconsequence of the dollar’ s decline
on policymakersin other nations. The European Central Bank
(ECB), for example, has stated in the last few monthsthat the
weaker dollar has become an impediment to growth in Europe and,
therefore, has encouraged them to lower interest rates. Previoudly, a
strong dollar encouraged strong exportsfrom Europeto the United
States, offsetting weak domestic demand in Europe. Now, the ECB
isfollowing apolicy of economic stimulusthrough lower interest
rates, and there areintensified discussions on the need for fiscal
policy stimulus and economic restructuring in several nations. We
think the increased European focus on strengthening the European
economy, rather than growth through exports, isa positive
development. Our trade deficit haswidened in large part dueto the
differential in economic growth rates; we areimporting goodsfrom
our trading partners and they are not yet robust enough to return the
favor. Thedifferential in economic growth rates at thistime may
actually favor thedollar, preventing further notable declinesinthe
currency.



INTERNATIONAL TRADE

Foreign exchangetraders often point with alarm to the
United States’ current account deficit. However, proper
interpretation of anation’s current account balance hinges on several
factors, including whether that nation’s currency isareserve
currency. Thedollar iswidely held asthe dominant reserve
currency, suggesting that demand for dollarsand the nation’s ability
to maintain acurrent account deficit over time may be considerable.

The current account deficit has grown aong with the trade
deficit, but has also increased because the USistheworld’ ssingle
largest magnet for foreign direct investment. Whennon-US
companies conclude that the USisagood location for foreign direct
investment (FDI), they invest here and establish operating facilities,
boosting the current account deficit.

Data aficionados are also aware of some weaknessesin trade
deficit data. Our government doesarelatively good job of
measuring imports because of the desireto collect dutiesand tariffs
and to monitor incoming goods for avariety of reasons. However,
wedo arelatively poor job of measuring exports, and the mismatch
can be quite significant. According to some government estimates,
the undercounting of exports may be as much as30%in
manufactured items.

US Economy

The discussion of concernswould not be complete without a
review of problemsfacing our domestic economy. Let’sbeginwith
the consumer and employment. We are all well aware that
employment growth iscurrently disappointing. Labor marketsare
typically among the last to recover. When an economy emerges
from recession, it does not expand (as opposed to recover) until the
labor markets aretighter and household incomes are growing
solidly. Until that point isreached, there may be concerns about
economic growth stalling.

Employment
Theearly 1990s offer an interesting precedent to the currently
sluggish response of labor markets. At that time, therewasamulti-



year period of lackluster GDP growth following the end of the
1990-1991 recession. Therewas an intense controversy among
investorsin 1992-1993: Were we out of recession or werewestill in
recession? That debate foreshadowed much of the current
discussion and was a consequence of the corporate restructuring of
thetime.

Prior to the 1990s, the end of recessionstypically meant that
laid-off workerswereinvited back to their jobs, or similar positions.
Theindustriesthat had |ost demand regained it. Thiswas not the
caseinthe early 1990's because the economy was being
restructured, with ashift away from low-level manufacturing and
towards high-level manufacturing and services. Many peoplewho
lost their jobs during the early 1990s never returned to their original
employersor positions. Instead, when the economy rebounded,
they needed to beretrained and find entirely new employment.

L et usbe clear about the overall unemployment picture at
present. Since 2000, most of the people who havelost their jobs
have been lower middleincome and lower income workers.
Although there have been painful job lossesin my industry and
othersknown for attractive compensation, thereality isthat roughly
two-thirds of the peoplewho havelost their jobs during the last three
years earned below the average wage. Oncejob creation improves,
many of these people may still have difficulty finding new positions
without suitableretraining. The outsourcing of jobsto other nations
may further slow the domestic recovery.

Consumer Spending

Consumer spending, broadly defined, has been the economic
stalwart during thelast three years but may have already begun to
slow. The Federal Reserve, by keeping interest rates very low for so
long, stimulated housing demand, auto demand, and demand for
other goodsthat are credit sensitive. We areforecasting a
deceleration in consumer spending, thelargest single sector inthe
US economy, highlighted by arotation within the sector. The
household balance sheet, especially at lower incomelevels, may
require additional adjustment asit often doesfollowing adifficult
economic period. A pleasant surpriseisthat household finances
have not gotten worse over the last year or two, despite sluggish



economic growth. Thisisduein part to thefact that interest rates
arelow, but we don’'t assumethat will continue indefinitely. At some
point, interest rateswill rise, and our analysis showsthat balance
sheetswill bein good conditionsfor most US households. For
many families, therecent risein their debt level srepresents mortgage
refinancing at lower interest rates; much of the equity extracted from
their homesisbeing saved, not spent.

Corporate Restructuring

Theearly 1990s offer only apartial precedent to the current
round of corporaterestructuring. At that time, the industriesbeing
most actively restructured and downsized were in manufacturing.
Therewere aso large accounting writedownsin 1991-1993, which
werethe largest ever seen to that point. Within the S& P 500,
corporate write-downs ranged between 35 and 40% of reported
earnings. Much of thisrelated to tangibl e assets that were carried on
the booksfor too long and at excessive valuations. Thiswasan
aftermath of the extended period of general priceinflationinwhich
book valueswere overstated.

Company managements faced anew, low inflation reality. For
example, when it was recognized that a plant in Akron with a stated
book value of $500,000,000 would never be reopened on a
profitable basis, the value was written down. Most of the billions of
dollarsof that werewritten off were concentrated inindustriesthat
had lost market share, pricing flexibility, and growth prospects.
Importantly, writeoffs had never been used on awidespread basis,
and those taken during this period reflected several years of cleanup
and the prior overstatement of the value of tangibl e assets.

Ten years later, the writedowns taken in 2001, 2002 and early
2003 have been very large, but have been in different industries—
mainly technology, media, and telecommunications. Thistime,
writeoffs have been focused on intangibles, such asgoodwill, that
were carried at unreasonably high values. Likethe early 1990s, the
preconditionswere similar: some compani es overexpanded, require
restructuring, and create the need for finding new jobsfor displaced
workers.

Animportant difference between the period of writedownsfor
tangible assetsin the early 1990s and the current writedown of



intangibles, including impaired goodwill, relatesto the timeinvolved
in the adjustment. (By the way, you may be wondering: What is
impaired good will? Suppose acompany isacquired for an amount
above and beyond that priced into the financial markets, or beyond
the stated value of its balance sheet. Thedifferenceisgoodwill and
reflectsthe extravaluethe acquirer expectsto achieve. Following
the acquisition, the company may discover that thereturnsinitialy
expected from that investment have not devel oped; the goodwill was
not worth the original purchase priceand istherefore“impaired.”)

In the past, there was no preset timeframe by which acompany
needed to determine whether or not investmentswere earning
suitablereturns. Intheearly 1990's, the tangible assetsthat were
written down may have been overstated for adecade or longer. In
early 2002, the Financial Accounting Standards Board (the FASB)
introduced anew accounting standard under which companieswere
required to identify, and remove, impaired goodwill from their
balance sheets. That isthe primary reason why the writeoff
announcementslast year were so large and so concentrated in time.
Therewill undoubtedly be goodwill impairmentsin thefuture
related to future mistakes, but the catch-up isover.

Corporate Pensions

Contrary to much common perception, the American corporate
pension systemisin reasonably good financial condition, although
the specific plans of asmall number of companies may bein duress.
The US corporate system isamong the most conservativein the
world. Weintroduced ERISA, which requires the prefunding of
long-term pension liabilities decades ago, and FAS 87, the
accounting standard for pensions has been in placefor years. By
comparison, several European nations do not requirefunding for
theselong-term pension liabilities, nor arethere any international
accounting standards. (A few countries, such asthe UK and the
Netherlands have quite rigorous standards, however.)

Also easing concerns about the status of corporate pension
systems, and their impact on corporate earnings and bal ance sheets,
isthe decreasing role of defined benefit programs. Thereare only
one-third as many defined benefit programs asten years ago.
Almost all of the growth in pension assets has come under defined



contribution programs. Once the company has contributed to the
program each year, thereisno additional corporateliability. Despite
some unfortunate examplesto the contrary, most defined
contribution programswere well managed inthelate 1990’s,
displaying good balancein asset all ocation and avoiding over-
emphasison the stock of theindividual’semployer.

Deflation

Some observers are now expressing grave concerns over
possible deflation; | believethesefearsto be unwarranted. The
normal state of affairsin our economy isnot excessiveinflation.

The 1960's, 1970's, and early 1980'swere an historical anomaly.
You would have to go back 100 yearsto the Civil War to find a
comparable period of inflation. Deflation, especially in pricesof
goods, isnot unusual.

Deflation has been defined in several different ways,
contributing to some confusion. Thedeflation that isfearsomeisthe
sort that occurred inthe USin the 1930's, or more recently in Japan.
The economy shrank, household incomes declined, and the banking
systemfailed. Inthe US, about one-third of workerswere
unemployed during the Great Depression. Today, we are concerned
that the unemployment rate has reached 6% of the workforce.

There have been disappointmentsin Japan during the last
decade, but until recently, policymakersthere have pointedly failed
to admit them. Thishasbegun to change, with some near-term
gainsin growth and employment. The extent of bank failuresisalso
morewidely discussed.

We do not expect deflation in the US that would be similar to
either Japan in recent years or the US situation of the 1930s. The
US hasan extraordinarily robust banking system that has weathered
thelast three difficult yearswithout asingle major bank failure.
Returns on equity in the banking system were somewhat reduced,
but remained positive and are now rising again. Thisreflectswell on
the effective supervision by federal and state regulators, and better
internal controlsand greater attention to loan portfolios.

Thereisawaysdeflation in some agricultural commodities and
minerals, and thistendsto be helpful to the overall economy, even if
some producers are harmed. (Consider the phenomenal increasesin



the productivity of our farmsand minesin recent decades.)
Deflation in selected pricesisaproblem depending on whether you
arethe producer or the consumer. Deflation becomesasystemic
economy-wide problem when it afflicts aggregate GDP growth,
national income and the banking system. Thisisextremely unlikely
inour forecast horizon.

Public Finance

Another concernisthe current status of public finance,
particularly at the state and local levels. Forty-six of 50 stateshave
already reached dramatically into their reservesto balance their
budgetsin the current budget cycles. Most state and local
governments do not havetheflexibility of the federal government,
which can run large deficits for an extended period. Many state and
local governments must balance their budgets within aone- or two-
year cycle, which explainsthe use of their reserves.

Approximately 30 of 50 states have either increased taxesor are
serioudly talking about increasing taxes, and roughly 30 of 50 states
have either cut back spending on servicesor are seriously
consideringit. Thereare considerable disparitiesin theregional
effects. For some, the pain is being enhanced because they
previously enjoyed strong growth along with the successes of some
industriesthat are now no longer generating new job growth or tax
revenues.

Summary

I nvestors and economic decision-makers can now return
their focusto the basics, after athree-year hiatus. The emphasiscan
turn away from the special and often unpleasant, factors (including
terrorism and financia misbehavior) that captured much attention.
Again, the emphasi s should be on economic devel opments, the
appropriate pricing of financial assets, and the operating
performance of corporations. Inretrospect, it can be seen that some
equity and fixed income capital was misallocated to companies
without appropriate business plans, and there waslittle benefit in the
form of sustainable economic growth or job creation. In addition,



there were examples of poor corporate governance and misleading
corporate accounting.

Using adiscounted cash flow approach to the market, we think
that the forward-looking fair value of the S& P 500 is about 1150,
about 15 percent above current pricelevels. Thiswould be our
forecast for early 2004. The median S& P 500 P/E ratio today is
14.5 using 2003 earnings. Thisseemsreasonable, especially
considering thelow level of inflation and interest rates, and the
likelihood that profitswill continueto grow in 2004.

The accounting writeoffs announced in 2002 by companiesin
the S& P 500 established unpleasant recordsin terms of the
aggregate dollar amount and as a percentage of reported earnings.
We expect economic growth to become steadier and for the
corporate sector to report reliable earningsdata, allowing a
restoration of investor confidence.

Current concernsinclude the sluggish growth of other major
economies. Unemployment rates are quite high by US standards,
and local policymakers have been reluctant to introduce more
notable stimulus.

Withinthe US, we are uncomfortable that employment growthis
lagging the overall recovery, although thismay bethetypical
pattern. Another concernisthe state of publicfinance, particularly at
the state and local levels. Forty-six of 50 states have reached
dramatically into their reservesto balance their budgets. Thevalue
of the dollar has declined relativeto other senior currencies, spurring
worriesthat we believe are mistaken.

Theweaker dollar relative to the Euro and the yen allows our
compani esto become more competitive, and may encourageforeign
policymakersto stimulate their own economies. The European
Central Bank, for example, has stated in the last couple of months
that the weaker dollar isan impediment to growth in Europe, which
has encouraged them to lower interest rates.



EXECUTIVE POLICY SEMINAR SERIES

EXECUTIVE POLICY SEMINARS educate participants about
current financial and public policy issues. A dinner follows
presentations, a format that facilitates discussion and encourages
interaction among business leaders, public officials, academic
faculty and staff, and students. Three seminars are held each year
in Washington, DC, at the George Town Club. Fall and spring
seminars are also presented in New York City at the Midtown
Executive and Chemists’ Club. Seminar speakers have included:

Douglas L. Bailey, American Political Network
Charlene Barshefsky, United States Trade Representative

Alfred R. Berkeley, I1I, President, The NASDAQ Stock
Market, Inc.

Jack Boorman, Director, Policy Development and Review
Department, International Monetary Fund

Charles A. Bowsher, Comptroller General and Head of
Government Accounting Office

Richard C. Breeden, former Chairman, U.S. Securities &
Exchange Commission

Gary P. Brinson, President and Managing Partner, Brinson
Partners, Inc.

Lloyd E. Campbell, Managing Director, Credit Suisse First
Boston

Frank C. Carlucci, III, Chairman, The Carlyle Group

Abby Joseph Cohen, Managing Director, Goldman, Sachs & Co.
Joseph E. Connor, Under-Secretary-General, United Nations

E. Gerald Corrigan, Managing Director, Goldman, Sachs & Co.
Linda W. Cropp, Chairman, Council of the District of Columbia

Congressman Joseph Diaguardia (D-NY), former partner
Arthur Andersen & Co.



David B. Falk, Founder, SFX Basketball, SFX Sports Group

Hon. Roger W. Ferguson, Jr., Vice Chairman, Board of
Governors of the Federal Reserve System

Robert E. Forsythe, Founder, Iowa Electronic Market, Senior
Associate Dean, and Leonard A. Hadly Chair, Tippie College
of Business, University of Iowa

Richard H. Frank, Managing Director, The World Bank

Hon. Robert L. Gallucci, Dean, School of Foreign Service,
Georgetown University

Hon. John C. Gannon, Vice Chairman, Intellibridge; former
Chairman of the National Intelligence Council; and former
Deputy Director for Intelligence, Central Intelligence Agency

Jack W. Germond, Political Columnist, The Baltimore Sun

Hon. Hwa-Kap Hahn, Member, National Assembly of Korea and
Member, Supreme Council, Millennium Democratic
Party of Korea

Joseph R. Hardiman, President and CEO, The National
Association of Securities Dealers, Inc.

William C. Hunter, Senior Vice President and Director of
Research, Federal Reserve Bank of Chicago

William M. Isaac, former Chairman, Federal Deposit
Insurance Corporation

Donald P. Jacobs, Dean, Kellogg Graduate School of
Management, Northwestern University

Pamela Johnson, Executive Director of the Efficiency Board,
United Nations

Sidney L. Jones, Assistant Secretary for Economic Policy, U. S.
Department of the Treasury

Congressman Jerry Lewis (RCAL), Republican Leader for
Legislative Agenda in the House of Representatives

Eugene A. Ludwig, Comptroller of the Currency of the
United States



John D. Macomber, President and Chief Executive Officer of the
Export-Import Bank of the United States

William J. McDonough, President, Federal Reserve Bank of
New York

General E. C. Meyer, former Chief of Staff, U.S. Army (retired)

Ira M. Millstein, Senior Partner, Weil, Gotshal & Manges and
Chair, Report to the OECD on Corporate Governance

Gary L. Perlin, Senior Vice President and Chief Financial
Officer, The World Bank

Shirley D. Peterson, former Commissioner, Internal
Revenue Service

Roger B. Porter, Assistant to the President for Economic and
Domestic Policy

John E. Robson, Deputy Secretary, U.S. Department of
the Treasury

Charles O. Rossotti, President, American Management Systems
Hobart Rowen, Economics Columnist, The Washington Post
Mary L. Schapiro, President, NASD Regulation, Inc.

Mark Shields, Political Commentator, CNN Our Gang

Wash SyCip, Chairman, The SGV Group and Executive Council
Member, Arthur Andersen & Co.

Charls E. Walker, former Deputy Secretary, U.S. Department of
the Treasury

William E. Whyman, Director for International Economics,
National Economic Council

Hon. Anthony A. Williams, Mayor, The District of Columbia

Clayton K. Yeutter, Chairman, Republican National Committee;
former U.S. Trade Representative; and former Secretary, U.S.
Department of Agriculture

Frank G. Zarb, Chairman and CEO, The National Association of
Securities Dealers, Inc.



THE CAPITAL MARKETS RESEARCH CENTER (CMRC)
is an integral part of the educational programs of The Robert
Emmett McDonough School of Business at Georgetown
University. The CMRC is an academic entity dedicated to
developing and disseminating research and policy analysis on
domestic and global financial issues. The CMRC provides
programs for the private and public sectors, as well as
academicians and students. The programs focus on relationships
among financial decision-making, disclosure, and capital
formation.

The CMRC supports its mission through conferences,
publications, a visiting scholars program, and applied research.
Through these activities, the CMRC provides information and a
forum to link practitioners, scholars, and students. In doing so,
the CMRC contributes to the larger mission of The McDonough
School of Business and Georgetown University.

For additional information on the current programs, please visit
our website at www.msb.edu/prog/cmrc or contact:

CAPITAL MARKETS RESEARCH CENTER
David A. Walker, Director

McDonough School of Business

Georgetown University

Washington, DC 20057

Phone: 202-687-3645

Fax: 202-687-6829

walkerd@msb.edu

www.msb.edu/prog/cmrc



