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A Brief Timeline on the Recent Financial Market Crisis


By: Akash Shah, Beta Alpha Psi Member


 	 


On Wednesday September 24, 2008, Chairman of the Federal Reserve, Ben Bernanke urged Congress to act quickly on the $700 billion bank bailout plan to avoid “serious consequences” (cnn.com, 9/24/08). In his address to Congress Bernanke compared the current financial crisis with the crisis post World War II. 


 	The chain of events leading up to the need of such a bailout plan was triggered by the 94% drop of Lehman Brothers market share to $0.20/share, and subsequently by its SEC filling of Chapter 11. Accompanying Lehman Brothers with dropping of share prices were: Citi Group, Morgan Stanley, Goldman Sachs, JP Morgan Chase, and Washington Mutual. The combined loss in the U.S. Stock Market was approximately $600 billion. The Wall Street crisis escalated as news of Merrill Lynch being acquired by Bank of America, for $44 billion. The combination of Bank of America and Merrill Lynch created the country’s largest brokerage house and consumer banking franchise, and also resulted in the Dow Jones Industrial Average falling 300 points. 
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In case You Missed It-…


Date- 9/24/2008


Firm- Philadelphia CPA Review


Presenter(s)- Liz Kolar


Topics and Key Points- Liz talked about how this years’ incoming freshmen class will need 150 credit hours in order become a licensed CPA in PA.














“Vivamus porta�est sed est.”





Liz also discussed the difficulty of the exam and how it gets harder to pass the longer you wait after graduation.


Contact Info- � HYPERLINK "mailto:liz@philadelphiacpareview.com" ��liz@philadelphiacpareview.com�, 1-877-4-phl-cpa


Date- 10/1/2008


Firm- CSPD


Presenter(s)- Megan Rimer


Topics and Key Points- Interviews for summer internships will be taking place in the FALL and the application deadlines are mid-October.  Megan encourages everyone to report internship/job offers to the CSPD office. 


Contact Info- third floor Speakman Hall.  � HYPERLINK "mailto:mrimer@temple.edu" ��mrimer@temple.edu�.


Date- 10/8/2008


Firm- Deloitte & Touche LLP


Presenter(s)- Julie Master- campus recruiting.  Mark Slavin- audit and ERS senior manager.


Topics and Key Points- Talked extensively about International Financial Reporting Standards (IFRS).  Some key point’s- IFRS are a way to get everyone on a globalized standard; they are used by all European Union countries; there is a proposed mandatory adoption by 2014 which will be voted on in 2011; could be tested on the CPA exam as early as 2011; and the income tax standards will be very different.  Deloitte also talked about their  four primary service lines which includes- audit, tax, enterprise risk services, and financial advisory services. 


Contact Info-


Julie Master- � HYPERLINK "mailto:jumaster@deloitte.com" ��jumaster@deloitte.com�


Mark Slavin- mslavin@deloitte.com 





Date- 10/15/2008


Firm- Ernst and Young


Presenter(s)- Dan Kilpatrick, audit senior manager. Pamela Jones, Vinesh Mathew, Shola Oguntunde.


Topics and Key Points- The majority of this presentation was based on BAP Members and Candidate questions about the firm and the learning curve you are faced with when you start work.  They also discussed their three main service lines- core assurance, tax, and advisory.


Contact Info- Dan Kilpatrick, � HYPERLINK "mailto:Kilpatrick@ey.com" ��Kilpatrick@ey.com�














Date- 10/22/2008


Firm- Grant Thornton


Presenter(s)- Sue Knittel, Recruiter


Topics and Key Points- Grant Thornton focused most of their presentation on discussions about their three service lines- audit, tax, and advisory.  They had representatives from each service line discuss their experiences.  Bryan Castrantas also discussed his internship in the advisory service line.


Contact Info- Sue Knittel, � HYPERLINK "mailto:sue.knittel@gt.com" ��sue.knittel@gt.com�





IF YOU WOULD LIKE ADDITIONAL CONTACT INFORMATION FOR THESE FIRMS, OR HAVE ANY QUESTIONS REGARDING THEIR PRESENTATIONS, PLEASE FEEL FREE TO CONTACT JONATHAN REITER AT- JONATHAN.REITER@TEMPLE.EDU


Accounting in the News-


FIRST TIME HOME BUYERS’ TAX CREDIT


By: Dr. David Ryan, Temple Faculty


The ‘first time homebuyer’s credit’ is one of the key tax breaks contained in the Housing Assistant Act of 2008.  This Act, which became law with President Bush’s signature on July 30th was intended to help the mortgage crises.  The credit is essentially an interest free loan of up to $7,500 for qualified first-time homebuyers.  Specifically, a qualified first time buyer can claim a refundable credit of 10% of the purchase price of a home, up to a maximum of $7,500.	


This credit is recaptured ratably over a 15 year period.  “Recapture” is tax law parlance for paying it back.  How does this “recapture” work?  Beginning in the second year after the purchase, the first time home buyer’s federal income tax is increased by 1/15 (6 2/3 %) of the credit claimed. Hence, one might view this credit as an interest free government loan.


How does the government define ‘first time home buyer’?  Under the Act, a first time home buyer is any individual who did not have an ownership interest in a principal residence in the United States anytime during the previous three years.  


Is this credit available for a limited time?  Yes, the credit applies only to purchases of homes made after April 9, 2008 and before July 1, 2009.   A qualified taxpayer who makes the purchase in 2009 (between January 1, 2009 and July 1, 2009) can elect to treat the purchase as having been made on December 31, 2008.  This enables the taxpayer to claim the credit on his or her 2008 federal income tax return. 


Does the credit apply equally to taxpayers, regardless of income?  No, the credit is ‘phased out’ for taxpayers with incomes above certain thresholds.  Specifically, the phase out (read reduction in the maximum credit allowed) begins for single taxpayers earning more than $75,000 (earnings are defined as ‘modified adjusted gross income’) and for married taxpayers (filing a joint return) earning more than $150,000.  At earnings of $95,000 for singles and $170,000 for married couples, the credit is reduced to zero.


EXAMPLE: John, a first time home buyer, buys a condo in Center City, Philadelphia for $100,000 on February 2, 2009 and elects to treat the purchase as having been made on December 30, 2008.  On John’s 2008 federal income tax return, he claims the maximum $7,500 first-time homebuyer’s credit. [10% times 100,000 = 10,000, so the maximum limit applies].  


The $7,500 credit exceeds John’s 2008 tax liability (before considering the credit) by $3,000.  Thus, John receives a tax refund on his 2008 tax return equal to $3,000 plus all of his federal income tax withheld. 


Beginning in 2010, John ‘recaptures’ the credit by adding $500 [1/15 times $7,500] to his federal income tax.  This continues until the year 2024 (for 15 years total).


What happens if the taxpayer sells the home prior to the end of the 15 year ‘recapture’ period? In most instances, any remaining ‘unrecaptured’ (unpaid) credit is added to the taxpayer’s tax liability in the year of the sale. But, there is an important caveat: the amount recaptured does not exceed the taxpayer’s gain on the sale of the home.   








Wednesdays 11:40- 12:30 Speakman 215
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With the news of the 158 year-old investment bank Lehman Brothers filing Chapter 11 and thousands of Lehman employees out of jobs, a “white knight” came to the rescue. The “white knight” was Barclays, a British banking giant, who agreed to purchase Lehman’s equity, fixed income, and M&A advisory units for the price of $2 billion, concurrently saving nearly 10,000 jobs in the process. To emphasize the crisis even more, AIG decided to walk into the spotlight, when the U.S. government seized control of American International Group. The deal gave AIG $85 billion in the form of a federal loan, and gave the U.S. government an 80% stake in AIG. The rationale used by the government for the bailout was to save the financial industry $180 billion in losses. 


	Temporary hopes for the financial markets after the U.S. government’s bailout of AIG were hindered when two more independent investment banks suffered in the financial market, Morgan Stanley whose stock dropped 24 % and Goldman Sachs whose stock dropped 19 % on September 17th, but there was reason to rejoice on the 23rd when Warren Buffet, the CEO of Berkshire Hathaway and estimated to be worth $62 billion, decided to invest $5 billion worth of preferred shared in Goldman Sachs.  Goldman Sachs then raised $2.5 billion in preferred stock and watched their stock go up nearly 16%. The sub-prime market crisis also took a toll on Washington Mutual that had a late rally cry, and whose stock went up 49% on September 18th, but was subsequently bought by JP Morgan Chase on the 25th. 


With the end of private investment banks, and many other banks in line, the U.S. government has proposed a 110 page bailout plan, to purchase $700 billion worth of troubled mortgages and assets that are weighing down the banks and other financial institutions. Even both of the Presidential candidates, Senator McCain and Senator Obama, are in favor of this bailout plan. The only question that remains is who is next to go? There are rumors about Wachovia being purchased by either Wells Fargo, Citi Group, or maybe even JP Morgan Chase. Now that the $700 billion draft has been released, all that can be done is to hope that it will be approved and it is effective when initiated. Also to end on a lighter note, gas prices have gone down 11 % or 0.46 cents from July 17, when gas prices were an estimated $4.11 per gallon, to approximately $3.65 on average.


























Meeting Location





Officers…


President- Jonathan Reiter                               Special Affairs- Christy Dunlap		                   NRO- Chris Anastastia


� HYPERLINK "mailto:Jonathan.reiter@temple.edu" ��Jonathan.reiter@temple.edu�		    � HYPERLINK "mailto:Christy.dunlap@temple.edu" ��Christy.dunlap@temple.edu�		                   Canastastia@temple.edu


Vice President- Ross Reiter		    Special Affairs- Jessica Legget	                                 TSG Rep- Pinakin Patel


� HYPERLINK "mailto:Ross.reiter@temple.edu" ��Ross.reiter@temple.edu�		      	    � HYPERLINK "mailto:Jessica.legget@temple.edu" ��Jessica.legget@temple.edu�		                  Pinkakinvpatel@gmail.com


Treasurer- Kaitlin Ziminski		      	   Special Affairs- Amanda Franks-fischer	                 Web Chair- Bryan Castranras


� HYPERLINK "mailto:Tua48576@temple.edu" ��Tua48576@temple.edu�		      	   � HYPERLINK "mailto:Amanda.franksfischer@temple.edu" ��Amanda.franksfischer@temple.edu�	                 Bdcastranras@temple.edu


Community Service- Christina Kowal	   VP of Marketing- Preethy Jacob		  Alumni Chair- Jennifer Warhoftig


� HYPERLINK "mailto:Christina.kowal@temple.edu" ��Christina.kowal@temple.edu�                          � HYPERLINK "mailto:Preethy2@temple.edu" ��Preethy2@temple.edu�			                 tua56701@temple.edu


Candidate Coordinator- Tara Werner						          Faculty Advisor- Marco Malandra 


� HYPERLINK "mailto:Tara.c.werner@gmail.com" ��Tara.c.werner@gmail.com�							          � HYPERLINK "mailto:Marcocpa@temple.edu" �Marcocpa@temple.edu� SP 357








Office Location





Speakman LL 19F  STE 23








Meeting Schedule:


9/24/2008- Philadelphia CPA Review


10/1/2008- CSPD


10/8/2008- Deloitte


10/15/2008 Ernst and Young


10/22/2008- Grant Thornton


10/29/2008- Parente Randolph


11/5/2008- KPMG


11/12/2008- RSM McGladrey


11/19/2008- Pricewaterhouse Cooper


11/26/2008- IRS


12/3/2008- Vanguard 











Upcoming Events:


10/29/2008- Mock Interviews with Amper.  Evening with Recruiters.  Second newsletter published.


11/12/2008- Philadelphia CPA Review class and dinner.


11/27-11/28/2008- No Classes, Thanksgiving Break


12/3/2008- Third Newsletter Published


12/5/2008- VITA meeting during free period


12/10/2008- Last Day of Classes
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