New derivatives:
1. Derivates based on expected future cash receipts of movies.  

2. Derivatives based on expected sports outcomes.

The Goldman Issue:

Mr. Paulson (manager of the Paulson & Co hedge fund) and major client of Goldman selected mortgages that were packaged by Goldman into CDOs (collateralized debt obligation) known as Abacus.   

Goldman then sold the CDOs to various clients. 
Paulson bought credit default swaps from (I don’t know, let’s assume) AIG.  These credit default swaps are insurance in case of a default of the CDO because the mortgages in the CDO are not performing. If the CDO fails Paulson’s hedge fund gets paid.  If they perform, it gets nothing.  Just basic insurance. 

So where is the problem?

Paulson selected the mortgages in the CDO in the expectation that they would fail – in other words the contained primarily subprime mortgages. 
Goldman, it is alleged by the SEC, did not inform investors of (a) the likelihood that these CDOs would fail or (b) that Paulson’s hedge fund not only selected the content of the CDOs but also purchased credit default swaps on them.

There are no charges against Paulson or the hedge fund (at least not yet).  If no charges are filed, that will indicate that these actions are considered perfectly legal.  Goldman is charged with misleading investors.

The SEC’s head of enforcement, Robert Khuzami, said there was no evidence that Paulson had made representations to ACA Capital Holdings about the collateral in the collateralized debt obligation, known as Abacus. 

“Goldman was responsible for the representation to the investors, and Paulson was not,’’ 

