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MF Global Trustee MAY File Charges Against Corzine

When James Giddens, the bankruptcy
trustee who is liquidating the derivatives
trading firm MF Global, filed his 275-page
report on Monday, he said there may be
enough evidence to file charges against the
company and its former CEO (and former
New Jersey Governor), Jon Corzine:

My investigation has concluded that
management’s actions, along with the
lack of sufficient monitoring and
systems, resulted in customer property
being used during the liquidity crisis to
fund the extraordinary liquidity drains
elsewhere in the business, including
margin calls on European sovereign
debt positions.

In light of these conclusions, I have determined there may be valid claims against individuals and
entities. In my capacity as Trustee, I will make every effort to ensure that such claims result in the
greatest possible returns to customers in an efficient and fair manner, whether those claims are
pursued by my office or others.

The operative word here is “may” because the trustee doesn’t have law-enforcement or regulatory
powers over the company or its former executives. The report draws no conclusions about possible
criminal liability or statutory violations. All he wants is to get as much money back for MF Global’s
clients as possible, and then he is done.

Although some funds have been returned, thanks to JPMorgan’s return of “excess” collateral held by the
bank for MF Global, most customers are waiting to be made whole, and they may wait a long time.

The amount of money missing from customers’ accounts is estimated to be about $1.6 billion, most of
which was used to back up a failed highly leveraged bet on the sovereign debt of several European
countries, including Italy, Spain, Belgium, Portugal, and Ireland. That debt was supposed to be safe
from market fluctuations while generating an increasing flow of interest to the firm. When the bet
turned south and MF Global began to suffer margin calls, the company covered the calls with
“hypothecated” funds from customers’ accounts. The game was over when MF Global ran out of
customers’ money.

It’s this “hypothecation” language built into every customer’s agreement that is likely to save Corzine
from spending a single minute behind bars. As explained by Christopher Elias, writing for Reuters,

If anyone thought you couldn’t have your cake and eat it too in the world of finance, MF Global
shows how you can have your cake, eat it, eat someone else’s cake and then let your clients pick up
the bill.

Here is that clause from MF Global’s customer agreement:

7. Consent To Loan Or Pledge: You hereby grant us the right, in accordance with Applicable Law, to
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borrow, pledge, repledge, transfer, hypothecate, rehypothecate, loan, or invest any of the
Collateral, including, without limitation, utilizing the Collateral to purchase or sell securities
pursuant to repurchase agreements [repos] or reverse repurchase agreements with any party, in
each case without notice to you, and we shall have no obligation to retain a like amount of similar
Collateral in our possession and control.

In simple English every customer agreed, in advance, to allow MF Global to use any of their money,
including funds that they thought were safely resting in a money market fund, for virtually any purpose.

Claims to the contrary notwithstanding, Jon Corzine’s cozy relationship with the Obama administration
(Jon Corzine is “our Wall Street guy” said the President) and the willingness of his company’s former
treasurer, Edith O’Brien, to plead the Fifth Amendment during a congressional hearing on the matter,
have put enough roadblocks in front of any successful restoration of those funds to its rightful owners.
The “hypothecation” clause each of them signed is simply the one most likely to keep Corzine and his
cronies free from serving time.

It was back in April when James Koutoulas, an attorney representing MF Global’s customers, said:
“Crimes have been committed here without a doubt. We think there are enough facts out here to start
arresting people and start filing charges.” As of this writing, no charges have been filed against anyone,
nor are any charges likely to be filed.

On Wall Street, it’s called business as usual.

Photo of Jon Corzine: AP Images
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Subscribe to the New American

Get exclusive digital access to the most informative,
non-partisan truthful news source for patriotic Americans!

Discover a refreshing blend of time-honored values, principles and insightful
perspectives within the pages of "The New American" magazine. Delve into a
world where tradition is the foundation, and exploration knows no bounds.

From politics and finance to foreign affairs, environment, culture,
and technology, we bring you an unparalleled array of topics that matter most.

What's Included?

24 Issues Per Year

Optional Print Edition

Digital Edition Access

= : Exclusive Subscriber Content
THE VAX = | L Audio provided for all articles
Unlimited access to past issues

Coming Soon! Ad FREE
60-Day money back guarantee!

Subscribe Cancel anytime.
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