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To:
Shona Wilson/Chris Abel



From:
Sheila M.Glover


Department:
Financial Trading -Risk Management

Subject:
Daily Loss Violation
Date:
November 17, 2000

  Please note below the occurrence of the following limit violation as of the close of business November 16, 2000.

Occurrence  – Debt Trading 
Violation:

Daily Loss 

Limit:   

$1 Million

Daily Loss: 

$3.042 Million
Explanation
The daily loss of ($3.042) million resulted from re-marking positions in the Credit Trading book on Thursday, November 16, 2000.  The loss relates principally to three positions in the Credit Trading book:

(1.67)
The Packaging sector released earnings in mid-November and the high-yield bonds relating to BPC Holdings, ($1.312), and Huntsman, ($.348) were downgraded.  Positions marked down to reflect the decreased value.

(0.73)
Lodestar Hldgs, a distressed bond position, remarked from 14 % to 10% of par.  Company missed its coupon on the November 15th   (previously paying).

(0.67)
APP (Asia Pulp and Paper)/Republic of Indonesia: Trading Desk changed valuation methodology from going concern to a liquidation valuation.  Company announced its intent to try to restructure bonds on 9/19.  Coupon is currently being paid.  $1.3 loss previously taken on position. 

(3.07)
Total explained
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