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How do they detect counterfeit bills?

ALTHOUGH THE AVERAGE PERSON might be slipped a counterfeit bill and accept it unawares, someone trained in detection can nearly always spot it instantly and effortlessly. Why? Because the government has made it all but impossible to precisely copy the real stuff. The distinctive markings of legitimate money are printed by steel engraved plates on unique paper, all of which gives Federal Reserve notes a visual sharpness unmatched by imitations. Counterfeit bills are detected either because they lack certain visual design details, attributable to poor draftsmanship or faulty printing techniques, or because they are printed on the wrong paper.

Even an exact-scale, line-by-line copy of a bill—and anyone with access to a photocopier can, but not legally, make such a copy—would fail to pass muster. It would come off looking flat in comparison to money printed on the official government plates. The most common method of counterfeiting is by photo-offset, whereby a printing plate is made from a photograph of a real bill. The effect is like a poster of a painting: visually similar, but obviously not the same thing. On a photo-offset counterfeit, the portrait fails to stand out distinctly from the background; the saw-tooth points of the Treasury seal are usually uneven; the scroll work around the border is often blurred; the background appears mottled.

Regardless of the level of printing sophistication achieved by a counterfeiter, a phony bill is always given away by the paper it is printed on. The paper used for U.S. currency, manufactured exclusively for the government by Crane and Company, a paper company headquartered in Dalton, Massachusetts, is easily identified by the tiny blue and red fibers woven into it, fibers which are visible to the naked eye. Such paper cannot legally be manufactured by anyone but Crane. Ersatz bills often have superficial blue and red markings, but upon close examination it can be seen that the faint squiggles are printed on the paper and not embedded in it.

The United States first took a serious look at counterfeiting in the early 1860s, when it is estimated some thirty percent of the currency in circulation was phony. The problem was that there were 1,600 state banks designing, printing, and issuing 7,000 varieties of notes, a practice that led to widespread confusion. It got to the point where no one really remembered what all the different bills were supposed to look like. In 1863 the government decided to simplify things by adopting a national currency. Far from being deterred, however, counterfeiters set about duplicating the new national currency with the same vigor that they had previously shown in faking the old state-bank notes. It soon became apparent that the only way to stop counterfeiting would be to actively suppress it, and in 1865 the United States Secret Service was established for that purpose.

The Secret Service has enjoyed great success in its efforts, but new printing technology, in the form of high-quality color copiers, is making counterfeit detection increasingly difficult. What clever counterfeiters are doing these days is bleaching out the printing from a one dollar bill and then using a color copier to give the blank bill a higher denomination make-over. Singles become tens, twenties, fifties, or hundreds; not pure profit, but a healthy return on a small initial investment. Since the bogus high-denomination bills are printed on good paper and have accurate designs, a person might not realize he has been passed one unless he is already looking for it. To make things easier for unsuspecting clerks, the government changed paper money at the end of 1991. (The last change was in 1928 when the government reduced the dimensions of bills from 3.1 inches by 7.4 inches to the current size, about 2.5 inches by 6.6 inches). The new currency has a clear polyester thread woven into the paper; this vertical thread (appearing to the left of the Treasury seal on high-denomination bills, between the seal and the portrait on singles) states the correct denomination of the bill. The money, called “denominated distinctive currency,” will allow store and bank employees to check instantly a bill’s legitimacy by holding it up to a light and reading the thread. The anticounterfeit bills will be phased in gradually, allowing time for the old, unmarked bills to be reclaimed and destroyed.
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How do they keep you from registering to vote in more than one jurisdiction?

“WE WOULD HATE FOR YOU to say so,” reports a Federal Election Commission official, “but basically there is no way to do it.” So, now that we’ve spilled the beans, what’s to keep you from registering to vote in every district from here to Kalamazoo? Well, a couple of things, foremost among them your unwavering honesty.

Each state of the union handles its own voter registration. A voter registration card typically requires that you state your current address, which to qualify you for the vote must lie within the district you are registering in, and also your previous address. Election officials can easily check the truth of the recorded addresses by referring to town census and tax lists. When you register after moving from one district to another in the same state, a town official asks if you were registered in your last community; if you respond positively, a postcard will be sent to your last town’s civic officials, telling them to strike you from their voter registration list. A person wanting multiple registrations would first have to establish residency in a number of jurisdictions and then deny prior registrations (previous addresses are harder to conceal because of readily available information such as tax records and automobile registrations). Even so, there is a chance that town officials would send a courtesy notice to the old district anyway. Also, a few states maintain a central voter registration computer that contains the name and district of every registered voter and quickly catches duplicates.

Interstate registration fraud is a bit harder to detect. States are not legally required to notify other states when they pick up one of their voters, and only about two thirds of the states currently do so. Conceivably, a resident voter of say, California, could move to Texas and register to vote there while maintaining and denying his registration in California, thereby gaining an extra presidential ballot and the ability to vote for two governors and a large number of state and local office seekers. Of course, that person might end up paying all sorts of extra taxes as well.

Most people do not lie about their registration history, and most voter registration personnel are inclined to trust anyone whose sense of civic duty is strong enough to make him get out and vote. As the Federal Election Commission official put it, “They’re so happy when people come in to register, they’re not going to make it difficult.”
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How do they get ships through the Panamo Canal?

A REMARKABLE FEAT of engineering, the Panama Canal covers a distance of fifty-one miles and lifts a ship as high as a nine-story building in order to overcome the high terrain of the Isthmus of Panama. The canal was built to provide a shortcut for ships traveling from the Atlantic Ocean to the Pacific or vice versa. No longer would they have to make the arduous 7,500-mile voyage around Cape Horn, the southernmost tip of South America.
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When a ship enters the Panama Canal, water flows into the lock to raise the craft to the height of a nine-story building. To passengers, the lift feels like an elevator ride. At the other end of the canal, water drains from the lock to lower the ship to sea level.

The original plan for the canal called for cutting through the isthmus with a sea-level channel, and the huge undertaking began that way in the late 1800s. But the rocky continental divide that cuts through Panama turned out to be a formidable barrier, and the cost of cutting down through it was too high. So three sets of locks were built instead—one near the Atlantic Ocean and two near the Pacific—to lift and lower the ships. The locks are massive chambers, into and out of which water flows. They are built of concrete, and are large enough—at 1,000 feet long, 110 feet wide and 70 feet deep—to accommodate all but the world’s largest military ships and supertankers. The locks are paired so that ships can pass in both directions. Three man-made lakes—particularly the huge, dam-held Gatun Lake—were built to supply the locks and the channels with water. The immense project was completed in the summer of 1914.

A ship that begins at the Caribbean, or Atlantic, end of the canal enters the Gatun Locks at sea level, guided by tugboats and electric towing locomotives called “mules” on the chamber walls. Steel gates close behind the boat, lake water flows in through valves in the bottom of the chamber, and the ship rises. About ten minutes later the water has risen to the level of the water in the second chamber, and the gates in front of the boat swing out. (The steel doors are nearly silent as they move, says David McCullough, who wrote The Path Between the Seas: The Creation of the Panama Canal, 1870-1914. And, he says, you feel you are riding a slow elevator, except that the elevator is your whole ship.) In the second chamber the water rises again, delivering the ship into a third chamber, where the process is repeated a final time. Ultimately, the boat rises in three steps to a height of eighty-seven feet above sea level.

After passing through the Gatun Locks, the ship travels across Gatun Lake and the isthmus until it nears the end of the canal and the Pedro Miguel Lock. Here, and in the next set of locks called Miraflores, the boat is lowered back to sea level as water pours out of the locks. The ship then takes up its voyage on the Pacific side of Central America, in the Gulf of Panama. There is often a backlog of ships waiting to move through the Panama Canal, but once en route, ships only need about eight hours to make the passage from ocean to ocean.
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How do they make a breed of dog “official” at the American Kennel Club?

AS THE SELF-ORDAINED ARBITER of canine society, the American Kennel Club maintains standards that would be the envy of the Gilded Ages Newport set. Of the four hundred and fifty or so dog breeds that exist in the world today, the AKC deigns to recognize only one hundred and thirty. For a breed to gain official recognition, it must prove that it is genetically chaste; its bloodlines must be untainted by mixed marriages. For individual dogs, admission to the exclusive club depends on two factors. First, Rex must produce pedigree papers that show his bloodlines have been pure for at least three generations; and second, a witness must attest that the hopeful dog conforms to the stringent written standards of his breed. These standards regulate such cosmetic features as eye color, ear shape, overall size, coat thickness, and tail length, but disregard entirely the applicant’s ability (or inability) to hunt, swim, or fetch. The American Kennel Club is not a meritocracy.

Breed standards, the ideal against which individual clogs are measured, are written by AKC member clubs devoted exclusively to a certain type of dog. The chow chow club, for instance, decides what a chow chow should look like. By codifying a breed’s desirable physical traits, the “parent” clubs make it easy to recognize a “champion” dog: the champion is the one that conforms most exactly to the written standard. Once a dog has been judged a “champion” at a show, it becomes the living aesthetic yardstick by which all other members of its breed are measured, and, consequently, a busy stud or brood bitch as breeders scramble to take a dip in its gene pool.

Breeds are produced by a process of genetic winnowing that limits variability by making matches among dogs that possess similar favorable traits. To get popular “purebreds,” many commercial breeders employ a method called “linebreeding,” a euphemism for inbreeding: desirable dogs are mated with their desirable grandparents or even parents to produce cosmetically perfect litters. Natural variability is curtailed, but even so, experts admit that the only way to really recognize a “purebred” dog is to examine its pedigree. Hence the necessity of the AKC registry, a sort of canine Mayflower Register.

Rigorous inbreeding creates dogs whose only function is to conform to the highly arbitrary breed standards maintained by the AKC. As a result, some heavily sought-after breeds have been genetically altered. Cocker spaniels, for example, have pretty much exchanged their hunting ability for nice, long coats. Even worse, inbreeding can endorse recessive traits in a dog, leading to a variety of health problems such as skin conditions, organ defects, and mental instability.

The American Kennel Club was formed in 1884 by a group of sport hunters who wanted to organize various existing breed-specific clubs. The original AKC registry listed about five and a half thousand dogs of impeccable pedigree. The idea caught on among the dog-buying and -showing public, and in the 1950s, when more than five million dogs were being registered every year, the AKC adopted strict procedures for recognizing breeds. To be recognized by the AKC, a breed needs first to have been registered domestically for a few decades or, in the case of a foreign breed, for thirty years. Second, there must exist a club devoted to the breed, and the club must have at least one hundred members who own among them at least one hundred of the animals, all of which meet the sponsoring club’s physical specifications, as approved by the AKC. Once a breed meets these requirements it must pass through a development period, typically lasting from two to five years, during which it is allowed to enter, but not score, in AKC dog shows. Barring any mishaps or lack of commercial interest, the AKC will make the new breed official—i.e., raise its status from registered to recognized—at the end of the trial period.

Some breeds, such as the Australian kelpie, remain unofficial breeds for years and years, never receiving official status. Usually, however, such a snub is the choice of the sponsoring club, whose members want to cash in on the visibility to be gained from AKC registration, but don’t want to engage in the harmful overbreeding necessary to receive official recognition.
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How do they write headlines at the New York Post?

HEADLINES SELL THE New York Post. A good one can boost sales by thirty thousand copies in a single day. At forty cents an issue, that’s $12,000 in additional revenue for Manhattans highest-street-sale-circulation tabloid. Even more, a well-received “wood”—an idiom dating back to when headlines were carved from blocks of oak—massages the ego of whoever writes it, which could be one of many reporters and editors who gather around the news desk every weekday evening, or even a copy clerk who happens to walk by and proffer an offhand suggestion. Headline writing at the Post is a team sport; old-timers remember each one and the person who wrote it the way veteran baseball announcers recall stats of retired outfielders.

The best way to explain how headlines are written at the Post is to take you to the large red-carpeted city room near the southeastern tip of Manhattan where dozens of reporters and editors sit opposite each other at gray metal desks. The day is December 9, 1991. The time is about seven-thirty P.M. Breaking stories include the following: hostage Terry Anderson’s return home to New York after six years of captivity in Lebanon; CIA director Robert Gates’s warning of pending civil war in the Soviet Union; the conviction of four teens in the fatal subway stabbing of Utah tourist Brian Watkins after the U.S. Open in September 1990; the attempted shakedown of Woody Allen’s film crew by a black activist; the crumbling of the beleaguered empire of Robert Maxwell, late owner of the Post’s chief competitor The Daily News; and finally, William Kennedy Smiths defense testimony in his Palm Beach rape trial.

Succumbing to a temptation they have resisted for the nine days since the well-publicized (and well-covered) trial began, Managing Editor Jimmy Lynch and Executive Editor Lou Colasuonno decide to put Smith on page one. While his testimony was unemotional and smug, it was still credible. Moreover, he has offered stark details of his sexual activity on the night in question. The Post can’t resist.

The initial layout reads “WILLIAM’S LAST STAND,” but editors quickly decide it sounds as if the defendant is losing, which by most accounts is not the case. In jest, Colasuonno offers “WILLLIE’S WET DREAM,” a tame turn-of-phrase in comparison with his earlier bid, “MISTER SOFTIE.” Metro Editor Richard Gooding suggests a film theme: “SPLENDOR IN THE GRASS.” A light applause fills the room when Gooding then suggests “WILLIE WHIPS LASCH,” but the suggestion is soon scrapped because no one knows if most readers are familiar with the name of the Florida prosecutor trying the case.

The winner: “WILLIAM TELL,” an earlier recommendation by Day City Editor David Ng. Pushing his luck, Ng suggests superimposing an arrow through Smiths head—no go.

A kicker below the headline lets readers know what to expect inside the paper. In this case, it is four brief but telling lines:


	Kennedy Grilled 4½ Hrs.


	Says They Had Sex Twice


	Denies That It Was Rape


	Prosecutor Gets Nowhere




According to Colasuonno, New York Post headlines are like the windows at Macy’s. “If you dont like what you see,” he says, “you’re not going to come into the store.” The Post’s subscription base is minuscule. Without a provocative headline, an issue will rot on the stands.

Colasuonno admits that there are some stories that merit appearing on page one, but cannot be said in few enough words. In such an instance, this story is teased on the bottom of the front page in a small box called a tracer, which tells the reader where it is covered inside. “If we can’t find the right words for it,” he says, “it’s just not a wood.”

Although the Post has been accused of insensitivity to delicate issues, Colasuonno insists that he and other editors try to be compassionate toward human tragedy. “We don’t laugh at dead bodies, crime and murder,” he says.

But if there is a chance to have some fun with a page one story, Colasuonno and the rest of his jeans-and-turtleneck crew are more than happy to twist the truth for a good laugh. During the week in February 1990 when Donald and Ivana Trump’s divorce became public fodder, the Post broke sales records with such woods as “GIMME THE PLAZA,” and “THEY MET IN CHURCH,” the latter an unsubstantiated rumor that The Donald met his then unknown girlfriend in a house of God, which was untrue.

But, as Colasuonno says, sex, along with politics and celebrities, sells papers. And any combination of the three will help the tabloid fly off newsstands during the morning commute to work. “Sex is sex,” he says, “and the temptations are the same for the beer-drinking working man as they are for the most highly paid athlete and celebrity or the most powerful politician. They all put their pants on one leg at a time.”
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How do they find arbitrators for baseball contract arbitrations?

LIKE ANY OTHER BIG BUSINESS, professional baseball is divided between labor and management. Players are labor; they belong to the Major League Baseball Players Association, a trade union. Baseball team owners represent management. The Commissioner of Baseball oversees an organization called Major League Baseball, which acts as the governing body of the professional sport. Basically, a player who has been on the same major league team for three years, or who has been playing in the big leagues for six years, is eligible for arbitration if he cannot reach an agreement with his team when his contract expires.

Generally, the way salary negotiation works in baseball is that the player, through his agent, requests a certain fee, say $1 million a year for three years. The team’s general manager then makes a counterproposal, say $750,000 a year for two years, with a signing bonus of $200,000. If the player and the team are unable to reach an agreement, and the player has put in the requisite years of service, the player can elect to arbitrate. This means both he (labor) and the team (management) will be given an opportunity to present their cases to an unbiased third party, the arbitrator. After hearing each side’s arguments, the arbitrator must pick the figure he thinks is most fair. He must choose either the figure submitted by the player, or the figure submitted by the team. No compromises are allowed.

Where does one find an arbitrator? The American Arbitration Association, founded in 1926 and based in New York, maintains a roster of eligible, professional arbitrators. Its self-described function is to “provide administrative services for arbitrating, mediating, or negotiating disputes, and impartial administration of elections.” The association provides panels of arbitrators for parties involved in contract disputes. Its services are called upon not just for baseball, but for disputes in any business. In fact, baseball contract disputes make up only a small portion of the association’s work load.

When the association receives a request for an arbitrator, it submits a list of qualified candidates to the parties involved in the dispute. The list includes comprehensive biographical and professional data for each individual. In a baseball contract dispute, the Players Association and Major League Baseball, acting on behalf of the owner, must jointly select an arbitrator. They start by eliminating from the list of candidates anyone who might have a conflict of interest or who might in any way be prejudiced. Major League Baseball, for example, might object to an arbitrator who has heard disputes in the past and always taken the side of the players. The Players Association might harbor reservations about an arbitrator who has a lot of corporate executives for friends. After whittling down the list, the Players Association and Major League Baseball decide on an arbitrator to hear their cases. Hearings occur during the first two weeks of February, after which the designated arbitrator hands down his decision. The decision is legal and binding; no further appeal is allowed.
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How do they make margarine toste like butter (almost, anyway)?

“EVERYBODY HAS A DIFFERENT interpretation of butter flavor,” says Dr. Peter Freund, manager of product applications at Chr. Hansens Laboratory, Inc., in Milwaukee. Your interpretation is influenced by the butter you were raised on, the type of dairy cows bred where you grew up, the fodder they ate, and even the amount of time butter was allowed to sit during processing.

While butter is derived from animal fats, margarine—butter’s close imitation—is made from the oils of vegetables. In an attempt to minimize the difference in taste, margarine manufacturers buy from laboratories such as Hansen’s a host of pastes and liquid flavor additives. (Hansens offers “theater butter,” “buttered corn-on-the-cob,” and so on.) These flavor combinations are added in trace amounts to margarine to produce what taste specialists call flavor and aroma “notes.” The “top notes” are made of quickly evaporating compounds that work as much on your sense of smell as on your sense of taste. The “bottom notes” are derived from butterfat and free fatty acids. These provide the round, rich taste you associate with butter, a flavor you sense in the back of your throat.

The strongest top note in butter comes from a yellowish-green liquid called diacetyl—one of the products of bacteria fermentation of dairy foods. Butter naturally contains “friendly” bacteria and diacetyl, but margarine doesn’t, so flavor companies make up bottles and drums of the liquid in combination with other flavors. One common method for doing this uses a “starter distillate”: first, bacteria are grown in milk and then the diacetyl and other flavors are steam-distilled off in highly concentrated form. Another method uses bacterial fermentation on a nondairy medium; a third synthesizes the diacetyl chemically.

The free fatty acids added to margarine to replicate butters strong bottom notes often come from real cream or butterfat. But before you health enthusiasts gasp in horror, let it be said that the fat is treated with an enzyme called lipase to break off fatty acids, which in the right combination give the taste you recognize as buttery. The source for the lipase has a lot to do with getting that combination—a favored one is the salivary glands of kid goats.

Finally, salt makes up about one and a half percent of butter, and is usually added in about that percentage to margarine. You’d notice a difference without it, except that extra amounts of diacetyl are commonly added to low-salt and no-salt margarines to jack up their taste even more.
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How do so many Japanese play golf in a country with so few golf courses?

GOLF HAS BECOME something of a national pastime in Japan, claiming more than 12.5 million enthusiasts. They vie for playing time on the land-starved country’s few courses, which offer about as much elbow room as Grand Central Station at rush hour. These Japanese golf courses are unfathomably expensive—membership at Koganei Country Club in Tokyo runs in the neighborhood of $2.5 million, plus annual dues.

On weekends, foursomes begin lining up as early as two in the morning and by dawn, when the first group starts, crowds numbering into the hundreds are not unusual. And these are the lucky men (many courses exclude women) with reservations. Even the most rag-tag courses are booked up to three months in advance.

Japanese business policies further aggravate the weekend congestion problem. Executives are expected to play golf, so much so that they are considered corporate liabilities if they don’t. Many companies, however, will not permit employees to play during the week. Not to golf is a grave dishonor, but to have a low handicap is worse. It means you’ve been neglecting work to practice.

To satisfy their yen for the sport, most Japanese golfers frequent the multitiered driving ranges that have sprung up in densely populated urban centers. State-of-the-art Shiba Golf, in downtown Tokyo, can accommodate 155 people on its three-story range. After golfers hit their shots into a 280-yard rubber field, the loose balls are funneled onto conveyer belts and fed into the basement where they are cleaned and dried before being recirculated by means of a giant pneumatic pump.

At less technologically advanced ranges, usually built on rooftops, golfers drive shot after shot into hanging safety nets, and the ball never actually travels more than twenty feet.

Japanese department stores, recognizing a lucrative trend, have pulled out all stops to cash in on the golf craze. In addition to offering complete lines of accessories and clothing—no self-respecting duffer would be caught dead without the traditional polyester trousers and short-sleeved shirt—some stores now feature indoor practice ranges. At the Sheibu Big Box, on the fifth floor of a Tokyo clothing and sports shop, there is a glass-enclosed sand trap, where real balls are blasted out of real sand and into nets.

Video golf, played live with equipment against a projected backdrop, is another popular simulation of the real thing. Players hit off a tee into a large movie screen on which is projected an image of a world-famous golf course, like St. Andrews or Pebble Beach. Three cameras record the speed, spin, and trajectory of the ball as it leaves the club, and feed the information into a computer that calculates where the ball would have landed on the actual course. After the image is readjusted, the player again tees off into the screen, repeating the process until he reaches the green, after which he putts the ball into a cup in the floor.

To squeeze in extra practice time during the morning commute, Japanese businessmen have taken to swinging their umbrellas on crowded subway platforms as they wait for their trains, a practice that has resulted in a number of personal injury suits.

Despite the golf craze, called golf-kichigai locally, only a small fraction of the enthusiasts ever really play. According to one story making the rounds, during a recent trip to Japan, a professional player stopped in at one of the urban driving ranges and spotted some guy swinging perfectly.

“What’s your handicap?” the pro asks him.

“I don’t know,” the guy says.

“Come again?” asks the pro.

“I’ve never played on a golf course,” the guy says.
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How do they set the price on a new public stock offering?

WHEN BILL GATES III WANTED to cash in on all the work and effort he put into Microsoft, the computer software company he founded, he took advantage of something called an initial public offering, or IPO. Today the thirty-five-year-old Harvard dropout is worth $3.9 billion.

What is an IPO and how does it work? An IPO is a corporation’s first offering of stock to the public. It is also almost invariably an opportunity for the existing investors and participating venture capitalists to make big profits, since for the first time their shares will be given a market value reflecting expectations for the company’s future growth.

When a private company decides to sell shares to the public, it usually hires an investment banking firm, such as Morgan Stanley or Goldman Sachs. This firm assumes the risk of buying the new securities from the corporation at a fixed price and selling them to the public at a markup, the markup representing the firm’s profit. The investment banking firm often diffuses the risk among a number of other underwriters called a syndicate.

Determining the share price of a new issue is tricky business. The company and its investment banker often use a Wall Street formula called a price-earnings ratio, or P/E, which is the price of a stock divided by its earnings per share. A company, for instance, whose stock was selling for $20 a share and had annual earnings of $1 a share would have a P/E of 20.

In layman’s terms, the P/E indicates how much investors might be willing to pay for a company’s earning power. A stock going public with a high P/E means the company going public has good future earnings potential. High P/E stocks—those with P/Es over 20—are typically young, fast-growing companies. Low P/E stocks are quite the opposite and tend to be in mature industries or sectors of the economy that have fallen out of favor with investors.

Setting the IPO price involves a lot of guesswork on the part of the investment banker. If the investment banker believes that investors will perceive the company as a rising star, he will set a price with a high P/E. If he thinks investors will be only lukewarm about the company’s future earnings potential, he’ll have to consider a lower P/E and thus a lower stock price. If, for example, a hot, young biotechnology firm with high earnings potential is going public, investment bankers would argue that the stock deserves a high P/E. If they expect the stock to earn, say 50 cents a share next year, they might set the share price at $15, or a P/E of 30. For the investor, that’s only about a 3 percent return on each share of stock. But if the company’s earnings keep growing quickly in the years to come, that high price may be well worth it.

Private companies like to go public when the stock market is doing well. That way they’ll be able to raise more money for each dollar of projected earnings. If, however, the market is in a slump, companies usually wait to go public until a bull market returns.

Once a company decides to go public, it’s the underwriters who take most of the risk. That’s because the underwriters make the profit on the difference between the price they pay to the issuer for the new stock and the public offering price. When there’s strong demand for an IPO, the underwriter will sell all the new stock and make a handsome profit. But if there’s weak demand for the stock—perhaps the price was set too high—then the underwriters are stuck with stock worth less than what they paid for it.
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