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The $2.1 Trillion”
Market Tumble”
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Well, the stock market had another record
week®—but not the kind that we’ ve grown
used to. The go—goQD Nasdaq market went-went,
falling a sickening© 25. 3 percent. It was the
worst one-week decline ever posted by a broad
U.S. market index®. Worse than legendary®
Black Friday® week in 1929, worse than the
week of the 1987 crash that sent the Dow
industrials® down 22.6 percent in a single day.
The week ended on an especially nauseating®
note Friday, with stocks losing an amazing $ 1
which  Wilshire
Associates says is the biggest one-day market loss

trillion of market value,

since money was created. That raised the week’s
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losses to a record $2.1 trillion. Frantic®
Friday was a trifecta®, with the Nasdaq, Dow
industrials and Standard & Poor’ s 500 all
posting their biggest one-day point@ losses ever,
the highest.

and percentage losses among

Yech®!

Although the Nasdaq finished above its
Friday lows and could be bouncing back by the
time you read this, last week the panic was
palpable® .

Mutual funds® dumped stock by the
carload®. Brokers sold out the portfolios of
customers who couldn’ t meet the demand for
more collateral® on loans against their holdings.
If you could hurt yourself jumping out of one-
story buildings, Silicon Valley parking lots
would have been littered with the bodies of
techies? despairing over their vaporized@ stock
options@.

Can anyone here spell “crash”? Anyone
want to lecture? the old fuddy—duddies® one
more time about how stock prices don’t matter

the
companies that are changing the world? The

when you buy shares in technology
stampede® shows anyone who’s paying attention
how dangerous it is to buy the stock of even very
good companies if you pay extraordinarily high
prices for them. Not to mention how dangerous
it is to pay high prices for companies with high
concepts® but little else. The idea had gotten
abroad in the land that anything having to do
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with the New Economy was a good investment
and all Old Economy companies were doomed? .
Well, it turns out® that lots of New Economy
companies have no prospect of profits, now or
ever, while large parts of the Old Economy—
steel and chemical makers,

auto, among

others—are moving business to Web sites at

® would be pleased.

warp speed. Darwin
Given that the Nasdaq tanked every day last
week and the contagion® spread to the Dow on
Wednesday, the only Wall Street product that’s
showing gains lately is hot air®. By now, you’
ve probably been inundated® with news,
cornmentary® or just plain babble® about this
Maalox Market. All you want to do is clutch®
your stomach, but people keep banging you over
the head with historical parallels® to “prove”
that it’ s time to buy. Or sell. Or sit tight. Or
offer human sacrifices? to Mammon®, the god
of Wall Street. The one question you really care
about—do you sell out®, do you stay put®, do
you buy? —is the one that no one can answer.
Another question no one can answer is, “Is
it Over?” Are the good times going away? For
five years the market has made so much money
for so many people that it’ s become economic
crack® cocaine®. Trillions of dollars of stock-
created wealth have increased consumer and
business spending, produced enough windfall®
tax revenues to send the federal budget (and
have

many state budgets ) into surplus®,
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financed much of the cost of rewiring® America
for the Internet. Scads of® companies now use
the stock market to help pay employees, giving
them lavish® stock options instead of lavish
paychecks@. If stocks go down and stay down
for, say, a year, getting off our national stock
high will be like an addict® trying to go cold
turkey®. The virtuous cycle® of rising stock
prices that made everything better than expected
can turn into the vicious cycle@ of lower stock
prices making everything worse than expected.
So what went wrong? You can probably
® start to April 3, when Judge
Thomas Penfield Jackson issued his ruling in the

date the swoon’s

Microsoft antitrust case. Microsoft promptly®
fell more than 15 percent, knocking around $ 80

billion from its stock-market value and starting

®

the Nasdaq implosion®. Instead of what you

would  expect—Microsoft  tanking, rival

companies’ stocks rising—the contagion spread
like a financial computer virus, infecting tech

companies everywhere. Since Nasdaq is
dominated by tech issues®, it took by far the
biggest percentage hit?. The seemingly

irrational reaction to a well-telegraphed event
shows how volatile the climate was—and still is,
for that matter.

When Nasdaq rose a record 86 percent last
year and another 24 percent through March 10,
If aliens® had
the

everything was good news.
destroyed Silicon Vaﬂeya with lasers,
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Nasdaqg would have risen on prospects of a
rebuilding boom. But the mood® has shifted.
Everything is bad news: rising profits that aren’
t high enough, ambiguous® profit “guidance”
comments® by

from Motorola, downbeat

mutual-fund manager Mark Mobius, a not-so-
terrible inflation® report, the typically opaque®
utterances® of Federal Reserve Board® chairman
Alan Greenspan®. Someday, maybe even this
week, everything may be good news again.
Markets tend to extremes. Especially markets
like the Nasdaq, many of whose hottest stocks
trade largely on the basis of hopes, dreams,
hype® and momentum® because there is little or
nothing in the way of profits or assets for
investors to weigh. The markets overreact® up,
they overreact down.

Microsoft is hoping that terms like “Reno
Recession” (as in Attorney General Janet Reno,
who brought the antitrust suit) or “Klein
Correction” (as in Joel Klein, the head of Reno’
s antitrust division) pass into general usage. But
the reaction to Microsoft is only an excuse for
the market to go where it was going to go. The
fact that the Nasdaq has fallen so far so fast
shows how vulnerable? it was. Had Microsoft
news not spooked® the market, something else
would have.

® and

Despite all the weeping®, wailing
lamentations® for Nasdaq’s losses—down $2.3

trillion or 34 percent in market value since its
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peak® on March 10—last week’s Nasdaq nuking
isn’ t exactly the end of the world. Remember
last year’s run-up. Nasdaq’s value Friday was
about what it was last Thanksgiving®. The
S&P 500 is down less than 4 percent from its
March 10 level, and the Dow is up around 4
percent. Yes, there’ s been a lot of paper
wealth® vaporized—but Nasdaq is up almost 50
percent from its year-end 1998 level.

But things just feel creepy®. Many Internet
stocks—VA Linux Systems, Internet Capital
Group, Infosys, Red Hat—are down 70 or 80
percent from their highs, and are likely to fall
further. Palm Inc., one of the hottest initial-
public offerings® ever, is down 80 percent from
its first-day IPO price peak. And yes, you can
overpay
quintessential® New Economy companies. Take
(]

for even good, profitmaking,

Cisco Systems™, which briefly was the most
valuable company on the planet. It makes
gazillions of dollars providing “plumbing®” for
But Cisco fell 24 percent last

week. It still isn’ t exactly cheap—it’ s selling

the Internet.

for well more than 100 times its most recent
year’ s per-share earningsa. In theory, the
securities analysts® who loved Cisco at its high
of $ 82 per share last month should love it even
more at Friday’s $ 57. After all, it’s the same
company, but a lot cheaper now. Chuck Hill,
research director at First Call/ Thomson, which
compiles® analysts’ reports, laughs when he’s
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asked how many analysts have upgraded? Cisco
since the tech swoon started two weeks ago. The
answer: none.  In this market, what we see are
downgrades® after the fact because the stock has
gotten clobbered®, ” Hill says. “If you liked it
30 percent higher, why are you downgrading it
to this
rhetorical® question, of course, is that many (if

when it’ s lower?” The answer
not most) analysts trim?® their opinions to reflect
what they think the market wants to hear. Not

to mention@

what the company wants to hear
when the time comes to select an investment
banker.

Many of the scores of fragileg, newly
public Internet companies, most of which should
still be in the venture-capital® stage seeking
money from sophisticated private investors,
make Cisco’ s stock look as solid as a Treasury
bond®. If your firm has no prospect of profits
and no tangible assets®, all you have is faith and
a whole lot of “iffy®” numbers with little or

nothing to do with profits: page views® or

“unique monthly visitors®”

or “stickiness” data
about how long you think the average customer
stays on your Web site. It’s like Tinkerbell in
the Disney version of “Peter Pan”: if everyone
claps and believes, Tink is saved. If people stop
believing, Tink croaks.

It’s far too early to declare that the market
has lost its magic. But last week’ s Nasdaq

nightmare@ shows how fragile a reed the market
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is. And how silly® it is to assume that the stock
market will always go up. Or that the market
can cure all ills, such as the projected Social

Security® shortfalls®. As they say on Wall

@ went

Street—or used to say, before prudence
out of style—don’t fall in love with your stocks.
Because, you can be sure, your stocks aren’t in

love with you.

THE NIGHTMARE SCENARIO

What’s the worst that could happen? Brace
yourself: A prolonged@ market slump® could
ripple through the causing a
recession®, layoffs® and soaring inflation®.

economy,

1. Correction becomes a crash: Stocks
continue to slide and don’ t rebound®. The
market dries up® as a financing source? for job-

creating@ new companies.

(] ®

plummets® :
Say goodbye to the
“wealth effect.” Consumers, flush with® new

2. Consumer confidence

Paper profits vaporize.

cars and homes, stop spending.

3. Remember downsizing®? As sales drop,
big employers, from PC makers to car companies
to retailers, are forced to make sweeping layoffs
to cut costs®.

4. Real-estate

and offices® remain vacant. With the United

® crashes: Houses go unsold

States no longer a great place to invest, foreign
capital flees to safer havens.

5. Recession hits: Interest rates soar

® silly: BER, B
¥, AT

@ Social Security:
HEHHFE, M
SRR

@ shortfall: A &,
TRE

@ prudence: E1H,
BRE

@ prolonged: 1 Bt
:13]:)

@ market
Ji& T AT BE

@ recession: (& 4F)
TR, ARR

@ layoff: 5 &
e I B A B R

@ soaring inflation:
i R Ak

@ rebound: 3

@ %y up: T, #

slump:

@ financing source:
YT IRE

@ job-creating: Al
wERL L& H

@ consumer
confidence: iH %%
HFE O

@ plummet: % B,
BRARTRE

@® flush with: #F&
KEH. BB

@ real-estate: FHLZ
@ office: & Ak 4,
AL, FEPT



without foreign buyers for T-bills. The twin
evils of high unemployment and inflation®

descend.

THE RUNNING OF THE BULLS

You wouldn’ t know it from last week’ s
action, but the Nasdaq has actually done pretty
well over the past year. Meanwhile, the Dow,
which tanked while Nasdaq soared, had been
staging a comeback®.

[Selected from Newsweek, April 24, 2000,
written by Allan Sloan ]

@ high unemploy-
ment and infla-
tion: = Kk
Gl 5T R Rk
x

@ stage a comeback:
RLFRE, £+
Xk




Hitler’s Children
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From the time she was a small child, Helga
Kahrau always sensed she was different. Born in
Nazi Germany® at the start of World War II,
Kahrau has hazy® memories of elegant®
surroundings, important-looking men in crisp®
uniforms®, a life of privilege and comfort.
Helga’s mother, she knew, had been a secretary
in the offices of both Hitler’s top aide, Martin
Bormann, and Nazi propaganda© chief Joseph
Goebbels, but Mathilde Kahrau refused to say
anything more about the war. It was only after
Mathilde’ s death in 1993 that Helga began to
examine her family’ s past—and was horrified?

by what she discovered.
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Her parents barely knew one another. An
ardent® Nazi, her mother met Helga’s father, a
German Army officer,
celebrating Hitler’s conquest© of France in June
1940. They had a one-night stand®, and nine
Mathilde birth®

Lebensborn—or Source of Life—home outside

in Berlin at a party

months later gave in a

Munich. The home was one of several set up
by

Himmler’ s dreaded SS to care for unmarried
Q__

throughout Occupied Europe Heinrich
pregnant women whose racial characteristics
blond hair, blue eyes, no Jewish ancestry®—fit
the Nazis’ Aryan ideal. At birth, Helga was
anointed® as one of the fuhrer’s® elect, part of a
generation of “racially pure” children who would
populate® the German empire as it ruled a
conquered Europe for the life of the 1, 000-year
Reich. Later her mother dispatched® Helga to
the foster care of a high-ranking Nazi secret-
police man. She grew up in a Nazi enclave®
outside the city of Lodz in occupied Poland while
her foster father® helped oversee? the gassing@
of thousands of Jews at the nearby Chelmno
concentration camp. “I spent the first four years
raised and tutored by the Nazi elite,” she says.
“I was involved, in a fundamental way, with
murderers. ”

Kahrau and thousands of other middle-
aged@ Europeans are struggling with the
consequences of one of Nazism’s most troubling
social experiments: the creation of a “master
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race.” After the war, many of the Lebensborn
children grew up scorned® as Nazi progeny@ and
tormented® by dark uncertainties about their
origins. Those who tried to get answers were
often stymied® by Germans long reluctant to
confront? their Nazi past. Their natural or
foster parents often kept mum about the
Lebensborn program; the German media didn’ t
report on Himmler’ s racial experiments for
The @
German Lebensborn files by SS troops during the

decades. destruction® of thousands of
last days of World War II deepened the mystery
of the children’ s real identities®. But recently
some of the 20, 000 Lebensborn children have
been getting answers. Last December German
TV reporters uncovered 1, 000 long-unnoticed
Lebensborn files at the German government
archive® in Berlin, and two Norwegian
Lebensborn organizations are now helping many
local war children trace their parents.

The Lebensborn program sprang directly
from®  the with
inequality. Germans were encouraged to have
many children. In 1933 the newly installed®

Nazi dictatorship® made it illegal for Aryan

Nazis °  obsession racial

women to have abortigns@. Himmler’ s SS
subsequently built 20 Lebensborn homes in
Germany and other Europe-an countries, where
Aryan women could discreetly@’ deliver® their
illegitimate@J babies. To guarantee secrecy, the
identities of the mothers. and their mates—often
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SS officers—were recorded in tightly guarded
files kept separate from municipal® birth

records. Some mothers kept their babies. But

® or financial necessity,

turned their children over for adoption® or

hundreds, out of shame

abandoned® them. Himmler’ s thugs® also
kidnapped Aryan-looking children from Poland
occupied lands. Brought to

and other

Lebensborn centers, they were raised as
Germans and turned over to Nazi foster parents.

The fate of the children was cruelest in
Norway. The Nazis admired® the Norwegians’
Viking blood, and when Germany invaded® in
1940, Wehrmacht commanders exhorted® their
troops in Norway to father as many children as
possible with Norwegian women. Thousands of
the

Lebensborn babies and their mothers faced the

women obliged them. After the war,

wrath® of their liberated countrymen. Many
women and their kids were harassed®?, beaten

and called “ Nazi swine® ” by teachers,
schoolmates and neighbors. Hundreds of
children were herded into® institutions. Police

sent some 14, 000 women and girls who had
slept with Wehrmacht soldiers to internment
camps®. The head of Norway’ s largest mental
hospital stated that women who had mated with

@

German soldiers were “mental defectives”® and

concluded that 80 percent of their progeny must
be retarded®.

Paul Hansen bore that label for decades .
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The progeny® of a brief affair between a Luft-
waffe pilot and a cleaning woman who aban-
doned her child at birth, Hansen, 57, spent his
first three years in relative comfort? in a Lebens-
But his life took a
terrible turn® after the war, he says, because of

born home north of Oslo.

his German parentage® . Hansen was moved to a
collection center for unclaimed®  Lebensborn
children. An epileptic®, he was passed over®
for adoption and was thrown together with 20
other Lebensborn children at this center who
could not find homes. Ministry of Social Affairs
then half-German
children as retarded and shipped them to mental

officials classified these

institutions. Hansen recalls days of being

insulted® and beaten by guards, and remembers
nights spent in feces—splattered® dormitories®,
listening to the psychotic® screams of other
inmates®. “I told them, ‘I’m not insane, let
me out’,” he says. “But nobody listened.”
Hansen didn’t get his freedom until he was 22.

He found a tiny apartment and a job in a
factory—and began a search for his parents. The
Norwegian Lebensborn files were off-limits®,
but through the help of the Salvation Army in
Norway, he learned that his father had died in
Germany in 1952. He tracked® his mother to
the East German town of Pasewalk. In 1965 he
traveled there, but the reunion® was a deep dis-
appointment. “I expected she would open up her

arms to me and say, ‘Oh, my son.’ But she
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