
Intermediate Algebra THE BIG SHORT Name_______________ 

1.  In The Big Short, Dr. Michael Burry manages a hedge fund called Scion Capital.  The 

fund is worth $1.5 billion.  Through the movie, the value drops due to Burry’s payments 

on credit default swaps.  Find the dollar value of each percentage Burry wrote down. 

a. 1.7% b. 8.9% c. 9.7% d. 11.3% e. 19.7% 

 

2. Goldman Sachs offers to sell him $5 million in credit default swaps to Scion Capital.  

Burry buys $100 million, and another $200 million to Deutsche.  When he’s done, he 

informs his partner he bought $1.3 B in credit default swaps.  How much more did he 

buy? 

 

3. Burry has to pay the banks monthly installments until the mortgage backed securities fail.  

Lawrence is concerned it will bankrupt Scion and claims the fund will be bankrupt in 6 years.  

However, Burry made his discovery in May of 2005 and expects the bonds to fail in Q1 of 2007.  

How many payments does Burry expect to have to make? 

 

4. Jared Vennet tells Mark Baum’s hedge fund, Front Point, that the credit default swaps on the 

bonds have huge payoffs.  Find the returns on $100 million invested if the returns are: 

a. 10 to 1    b. 20 to 1 

 

5. Charlie Geller and Jamie Shipley manage the Brownfield fund.  They turned $110,000 into 

$30,000,000 in a couple of years.   

a. What percent increase is this? 

 

b. When Charlie and Jamie go to get an ISDA “hunting license” they are told they are 

$1,470,000,000 short of the “capital requirement”.  How much is the capital 

requirement? 

 

6. Back at Scion, Lawrence tells Michael Burry that $555,000,000 will become zero in 6 years due 

to the credit default swaps’ monthly premiums. 

 

a. How much is the premium?  B.  What is the cost of 2 years of premiums? 
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7. Front Point, Baum’s hedge fund, goes to Florida to investigate the “housing bubble.”  A realtor 

tells them a house went from $350,000 to $480,000, to $585,000 and is now on the market for 

$650,000.  If her commission was 3% on each sale, how much was each commission and total? 

 

 

8. The mortgage brokers tell them they get $2000 commission on each fixed rate loan, but $10,000 

on an adjustable rate.  If they write 15 to 60 loans per month, find the difference in their 

possible commissions.  What is their annual salary range? 

 

9. Front Point decides to buy $50 million in credit default swaps from Jared Vennett.  If the CDOs 

pay 25-1, find how much they could make. 

 

10. At the American Securitization convention in Las Vegas, Charlie and Jamie decide to short the 

double A tranches because the payoff is 200-1.  Find how much would be made from 

a. $15M    b.   $40M 

 

11. In explaining Collateralized Debt Obligations, Selena Gomez makes a blackjack bet of $10M.  

Two other people make a side bet of $50M that she’ll win at 3-1 odds.  A side bet of that side 

bet is made for $200M at 20-1 odds.  Find the total amount of money lost when Selena busts. 

a. Loss on $10M?  b. Loss on 50M at 3-1 ?  c.  Loss on $200M at 20-1? 

 

12. At the speech in Las Vegas, shares of Bear Sterns drop to these prices per share within minutes:  

$47, $41, $39, $37, $35, $32.  Find the total percentage drop, and the % of each drop. 

 

 

13. Find out the payoff ratio for each each fund at the end of the movie 

a. Brownfield sold their swaps for $84M having bought them at $30M 

 

b. Front Point made $1,000,000,000 off  $50 million. 

 

c. Scion made $269B off $1.3B. 


