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PRAISE FOR
The Rise and Fall of Bear Stearns

“If you have been following the Bear Stearns story at all, there’s a good chance you will enjoy The Rise and Fall of Bear Stearns, Greenberg’s short, entertaining, and pointed tale. . . . His plainspoken voice shines through this chatty and anecdotal book.”

—Felix Salmon, The New York Times Book Review

“This book zips along like a good conversation. What happened to Bear Stearns is a tragicomic opera, and with the deft assistance of Mark Singer, Alan ‘Ace’ Greenberg makes it come alive in all its gory, incredible detail.”

—Ken Auletta, author of 
Googled: The End of the World As We Know It

“I read Ace’s book straight through and enjoyed every minute of it. It’s vintage Ace—honest, entertaining, and with many commonsense lessons about Wall Street, investing and human behavior.”

—Warren Buffett

“No one knows Wall Street better than Alan ‘Ace’ Greenberg, a legendary figure in financial circles for his trading genius, colorful personality, and blunt style. It all comes through in this insiders’ account of the rise and fall of one of the Street’s great firms. Ace gives the world an enduring lesson in what happens when the fundamentals are replaced by hubris and over-reaching. If you want to do business in the stock market, this is a place to learn.”

—Tom Brokaw

“In The Rise and Fall of Bear Stearns, Ace Greenberg uses his vast knowledge, candid insights, humor and blunt honesty to provide a fascinating look into how one of the largest financial houses in this country disintegrated before our eyes. He doesn’t pull any punches. Good job, Ace.”

—T. Boone Pickens

“Always colorful and provocative, Greenberg lives up to his reputation as a straight shooter. . . . Essential reading for those interested in both Wall Street’s ascendance and its recent demise.”

—Norman Pearlstine, Businessweek

“Ace Greenberg is one of Wall Street’s greatest talents. The details of his extraordinary career provide numerous important lessons on how to build a successful business and seize opportunities in both good and bad times.”

—Nelson Peltz, CEO and a founding partner of 
Trian Fund Management, L.P.

“Finally, here’s a book about Wall Street that doesn’t need to rely on shadowy sources and journalism gimmicks. . . . For savvy readers who want insight over intrigue, a seat at the main table and not the back kitchen, Ace’s book is the truly definitive account.”

—Kenneth Langone, president and chairman of 
Invemed Associates, LLC, and cofounder of Home Depot
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CHAPTER


1

ON MARCH I6, 2008, I WAS AT WORK AT Bear Stearns, but in a distinct departure from my usual routine. For one thing, it was a Sunday, and the last time I had worked weekends was during the 1950s, when the stock market had Saturday trading hours. This particular Sunday was drizzly and gray—fitting weather (actually, a squall with golf-ball-size hail plus an earthquake would have been more like it) for confronting a calamity that even in my gloomiest risk calculations I hadn’t seen coming. Shortly before noon, I went to our headquarters at 383 Madison Avenue for an emergency meeting of the corporate board of directors. The week just ended had been the most maddening, bizarre, and bewildering in our eighty-five-year history.

Occasional bad news is inevitable, but I’ve tried to order my life to avoid getting blindsided. Sixty-one years ago I moved to New York and found work as a clerk at Bear Stearns, an investment firm that had 125 employees. Before I turned forty, I was running the place. At its peak, Bear Stearns employed almost 15,000 people. Along the way, my formal titles included chief executive officer, chairman, and chairman of the executive committee; my principal occupation was and continues to be calculating and managing risks.

My workday typically started off like this: out the door by 8:00 a.m. and at my desk by 8:15, where my morning reading consisted of the Wall Street Journal—at home I’d already digested the New York Times and the New York Post—and printed reports that specified how various departments that handled the firm’s capital had performed the previous day. If a trader had an especially good day, I’d probably call to congratulate him. If the opposite occurred, I’d want to find out what happened. Before the markets opened at 9:30, I’d usually handled more than a dozen phone calls. As the day progressed, I’d be easy to get hold of but hard to keep on the line. Most phone conversations that last longer than thirty seconds, I find, have reached a point of diminishing returns. I have many interests and hobbies, but making small talk isn’t one of them.

Anyone who invests money and neglects to calculate the risks at hand with a cold eye has no business being in our business. Contrary to common belief, securities markets are not casinos, and the last thing I ever want to depend upon is getting lucky. The best risk managers instinctively anticipate the fullest range of plausible outcomes. Maintaining that discipline, I understood early on, was indispensable to long-term success.

It would be disingenuous to suggest that making money is not a reasonable way of keeping score. For any financial institution, it’s obviously the essential priority. But I never regarded making money, either when Bear Stearns was a private partnership or after it became a public company, as an end in itself. The more Bear Stearns flourished, the greater the variety of products and services we offered our clients, the more our capital grew, the more people we employed, and thus the more families that depended upon the well-being of the enterprise, the deeper was my conviction that we existed, above all, for the purpose of existing. On any given day, my ultimate priority was that we conduct ourselves so that Bear Stearns would still be in business tomorrow.

THE PREVIOUS Monday morning our stock price had begun dropping, and by noon it was off 10 percent, from $70 to $63 a share. Part of this decline was attributable to Moody’s, the bond-rating agency, having just downgraded some of our corporate debt. But most of the damage was being inflicted by a much more insidious factor, a groundless rumor. (Do rumors come from the same neighborhood where the notorious they hold their conspiratorial get-togethers?) This one surfaced first in feedback picked up by some of our traders: Bear Stearns, so it was being said on the Street, had liquidity problems. In other words, we might not have enough capital or credit to fund our daily operations—the billions of dollars of trades that we processed and settled for our biggest clients, including banks, mutual funds, hedge funds, pension 
funds, and insurance companies.

The interdependent relationships between banks and brokerages and institutional investors strike most laymen as impenetrably complex, but a simple ingredient lubricates the engine: trust. Without reciprocal trust between the parties to any securities transaction, the money stops. Doubt fills the vacuum, and credit and liquidity are the chief casualties. Bad news, whether it derives from false rumor or verifiable fact, then has an alarming capacity to become contagious and self-perpetuating. No problem is an isolated problem.

The sharp decline in our stock price was plenty disturbing—a billion dollars of market capitalization had evaporated, like that. But no one that I was aware of at Bear Stearns had begun to panic, largely because for several months disappointment had been a staple of our diet. In the summer of 2007, two of our real estate hedge funds failed, a fiasco that cost us $1 billion and did not exactly enhance the firm’s reputation. This part of our business in recent years had accounted for a large percentage of our trading volume and an equally large percentage of profits, but as the real estate bubble deflated our inventory of distressed assets inflated—a highly leveraged portfolio of mortgage-backed securities that was a drag on our balance sheet and our morale. In the fourth quarter, we recorded our first loss since becoming a publicly owned company in 1985. Still, in the quarter just ended, though the results hadn’t yet been officially announced, we had turned a small profit—not great, but better than a minus sign. And as far as liquidity was concerned, we had a cash reserve of $18 billion.

What we didn’t have was any ability to stifle the rumors, which were no longer being whispered but broadcast on the financial-news cable channels. When a reporter from CNBC called to ask about alleged liquidity problems, I told her that the notion was “totally ridiculous.” That comment got broadcast, too, but evidently didn’t do much good. The next day a number of hedge funds closed their accounts and by the following afternoon our cash reserve was more than $3 billion lighter. By Thursday enough lenders had cut off our access to overnight credit that we confronted an excruciating choice—either a shotgun marriage with another firm that would assume our liabilities while swallowing what remained of Bear Stearns’s equity, or a bankruptcy filing. When the market closed for the weekend, our stock was trading in the low thirties—fourteen months earlier, it had peaked at $172.69—and we knew that come Monday we would have been bought or we would be no more. Without a doubt, we would never again control our own destiny.

Throughout the weekend swarms of bankers and investment bankers and mergers-and-acquisition lawyers and bankruptcy lawyers and tax and securities specialists, as well as officials from the Federal Reserve Bank and the Department of the Treasury, worked round the clock. Two potential buyers scrutinized our books and both were handicapped by an inability to judge the magnitude of risk. For starters, which of our assets were genuine assets? How do you ascribe values to unmarketable securities? By Sunday morning only JPMorgan Chase remained. When I left home for the directors’ meeting, I anticipated that I was on my way to contemplate whatever offer Morgan had placed on the table. By the time I arrived, the offer had been withdrawn, and I was advised that I might as well go home. Which is where I was a half-hour later when I got another call, urging me to come back.

Our board of directors convened at 1:00 p.m., six hours before the Monday morning opening of the markets in Australia—the absolute deadline for making a deal. If Bear Stearns went under, the Fed and Treasury had insisted, the falling dominoes could lead to global economic chaos. Only after the Treasury had agreed to lend $30 billion, using as collateral the highest-quality mortgage-backed securities in Bear Stearns’s portfolio, did Morgan’s leadership find that line of argument persuasive. (Quid pro quo, the Fed—that is, American taxpayers—stood to make a profit if those securities could later be sold at a premium, and Morgan agreed to absorb the first billion dollars of potential losses.) The biggest losers, obviously, would be Bear Stearns’s stockholders. The previous day, we’d been led to expect that Morgan would bid in the range of $8 to $12 a share, but that was yesterday. Now Alan Schwartz, our chief executive officer, told us to brace ourselves for a price closer to $4.

His predecessor, James E. (Jimmy) Cayne, who was still the chairman of the board—but who would have been in Detroit playing in a bridge tournament if Alan hadn’t convinced him to return to New York—was furious. At $4 a share, he argued, why not just file for bankruptcy? A few other people in the room shared Jimmy’s sense of frustration, but he was by far the most vehement. On the face of it, his reaction was understandable: he owned 5.66 million shares, a stake that had once been worth more than a billion dollars. But did his outrage reflect primarily a concern for his own well-being—I felt confident that Jimmy himself would still be able to pay the grocery and electric and rent bills—or that of our employees?

What I knew for certain was that bankruptcy would mean liquidation, an outcome to be avoided at virtually any cost. A very high proportion of Bear Stearns’s personnel had invested the bulk of their life savings in Bear Stearns stock. Liquidation would render the stock worthless and put more than 14,000 people on the street.

The mood in the boardroom didn’t improve when the formal, final bid from Morgan materialized. They were offering two dollars, not four. That offer put the total value of the company, with enormous contingent liabilities built into the price, at $263 million, or roughly one-quarter of the market value of our most valuable illiquid asset, our forty-two-story corporate headquarters.

“I am not taking $2,” Jimmy said.

“Jimmy, if we don’t take $2 we’ll get zero,” I told him. “If they’re only offering fifty cents we should take it because it means we’re still alive. When you’re dead nothing can happen to you except you’ll go to heaven or hell, maybe. You want us to declare bankruptcy this evening?”

He didn’t say anything else that I recall; not that there was much else to be said at that moment. Though we barely beat the 7:00 deadline, we did, in fact, make a deal. You could argue that we’d undergone a multiple organ transplant and were on life support. Or that, one-upping Dr. Frankenstein, several of our healthy organs had been grafted to another body. Either way, parts of us were still alive. A half hour after the vote, I got into a taxi and went home, feeling both heartsick and relieved. In the morning, I’d be back at my desk.

Nothing that had occurred that day or that week undermined my belief in the management principles and investing discipline I’d lived by throughout my career. But there was no escaping that what qualified in my world as a cataclysmic event had taken place, and none of us could confidently predict the particulars of what would come next. Our most unassailable assumption—that Bear Stearns, an independent investment firm with a proud eighty-five-year history, would be in business tomorrow—had been extinguished. How were we to envision the future? What was it, exactly, that had happened, and how, and why?



CHAPTER


2

GREENBERG’S THEORY OF RELATIVITY: There’s timing, and then there’s timing. Corollary: You’re never as smart as you might think you are on a good day. On a very bad one, you’re probably not as dumb as you fear you are.

When I was twenty-one years old, in 1948, I had a notion that seemed reasonable: leave home, get a job on Wall Street, make a bunch of money. After a year at the Unviversity of Oklahoma, I’d transferred to the University of Missouri, where I was about to complete a degree in business and management. An important influence at that point was my extracurricular reading about the Gilded Age and its legacy. I’d become fascinated with the leading protagonists, figures like Jay Gould, J. P. Morgan, Jim Fisk, and Jacob Schiff—for their work ethics, talents for recognizing opportunities, steady wisdom in the face of uncertainty, and clarity when confronting a Big Picture. For similar reasons, I was also in awe of Bernard Baruch. (I confess that my admiration for Baruch dimmed many years later, when my friend Kitty Carlisle Hart told me how he’d once invited her to his plantation in South Carolina for a hunting trip. Baruch’s idea of hunting, she found out, bore no resemblance to hers.) It was these men’s roles as public citizens, and especially in the case of Schiff, his philanthropy, that impressed me most. I was amazed that Schiff, a German-Jewish immigrant who never lost his heavy accent, had been able to compete with the likes of J. P. Morgan.

As for timing, mine could have been better. Through a friend of my father’s, in the fall of 1948 I’d been offered a job at P. F. Fox, a small brokerage firm that specialized in over-the-counter oil-and-gas stocks. But the market had been in a rut for months, and before Christmas I was told sorry, no job. Still, I intended to go to New York, and in February 1949, right after I graduated from Missouri a semester early, my parents and my younger brother and sister, Maynard and DiAnne, saw me off at the train station in Oklahoma City. As my father told me good-bye, he handed me a check for $3,000 and said, “This is it.” When the train pulled away my mother cried and said, “We’ll never see Alan in Oklahoma again.” This was overly dramatic but not necessarily pessimistic. She might not have known, but I did, that I could wind up back on that train platform in time to see the redbuds blossom.

That passenger on the Santa Fe Railroad—who was he? Forgive me for omitting heartrending details of my childhood traumas, but I can’t think of any. I had a remarkably pleasant upbringing. Someone once asked my mother whether I’d been an easy or difficult child to raise and she said, “Very difficult. You think it’s easy to deal with a four-year-old who’s smarter than you?” Much as I’m reluctant to impugn her credibility, my recollection is that we got along swell.

My parents, Ted Greenberg and Esther Zeligson, were first-generation American-born Jews of the Midwestern diaspora, children of Russian and Polish immigrants. He came from Kansas City by way of Evansville, Indiana; she was born in Sioux City, Iowa, and grew up in Nebraska and Oklahoma. They met in Tulsa in 1924, and married a year later—he was twenty, she was eighteen. They set up housekeeping briefly in Topeka, Kansas—Dad later claimed that Topeka had no indoor plumbing—and then in Wichita. When I entered the picture, two years later, he was operating a successful ladies’ ready-to-wear store. Across the border, in Oklahoma, oil discoveries had proliferated for a couple of decades. What really got his attention was the wildcat well that opened the great Oklahoma City field in 1928.

My father had more common sense than anyone I’ve ever met (Warren Buffett is a not-too-distant second), and he knew that his business prospects in Wichita couldn’t compete with whatever an oil boomtown had to offer. The year I turned five our family moved to Oklahoma City. Eventually his business, Street’s, a clothing store catering mostly to women, expanded to eleven stores. For the next sixty years it comfortably supported six families of Greenberg brothers—Ted, despite being the youngest, was boss—and many of their offspring.

My tenure there didn’t last long. When I was fifteen I had a part-time job in the credit department of the flagship store downtown. Qualifying for credit back then was, let’s say, significantly more demanding than it would later become. The lowest-risk variety that Street’s offered was layaway buying; a customer found an item he or she wanted to buy, paid in installments, and the merchandise left the store only after it had been fully paid for. One morning a woman who had a dress on layaway came in and made a $20 payment. In the afternoon she returned to make a final payment. This seemed odd, I mentioned it to the office manager and, what do you know, she’d mistakenly been credited for a $200 payment and was trying to pull a fast one. “I’m taking the rest of the afternoon off,” I told the manager. “I’ve done what I can for the day. Saved the store $180.” That was my biggest achievement at Street’s.

Among the factual errors I came across in journalistic accounts of JPMorgan’s takeover of Bear Stearns, one of the most aggravating was a blind quote in Vanity Fair describing me on the day the rumors of a liquidity problem went public as “kind of freaking out that morning.” Put it this way: the last time I freaked out was in fourth grade, 1936, when my mother made me wear knickers to school. We were part of an influx of affluent families into Crown Heights, a newly developed area of spacious and smartly landscaped brick and sandstone houses. A few years earlier this part of Oklahoma City had been a nameless rural expense populated by farm families that were barely getting by. Many of my classmates still lived on farms. Before fourth grade I’d always worn long pants. For some reason, my mother couldn’t understand how knickers might be a serious social liability in a school where many of the other kids didn’t have shoes.

The school was Horace Mann and its principal, Everett Marshall, was someone we all liked a lot. About twenty years ago, when he was dying, he asked his son to get in touch with my brother and tell him that our father, who died in 1980, had anonymously bought shoes for the poor kids at Horace Mann and had made Mr. Marshall promise to keep that a secret. This revelation pleased but hardly surprised us. Not all of Dad’s charitable deeds were anonymous, but he and Ev Marshall shared an aversion to self-aggrandizement. At least one of Mr. Marshall’s egalitarian convictions, I have to say, didn’t sit well with me. Because some kids couldn’t afford softball gloves, he refused to let any of us wear them—except the catcher, and Mr. Marshall paid for that one. When we played teams from other schools, they had gloves and we didn’t. We usually managed to win anyway.

Before I began plotting my course as a ruthless capitalist, sports were my principal enthusiasm and football was my favorite. Occasionally I’ve wondered how good a player I might have become if I hadn’t had to go to Hebrew school four days a week until I was thirteen. My high school, Classen, had a history teacher who was also the assistant football coach. I was number one in his class by about a mile, and he liked me. I went out for spring football practice during my sophomore year. The first day, about fifty guys had their hands in the air, hoping the coach would let them show what they could do. Because he already knew me, I got the first shot—a big break. I might have gotten noticed anyway, but that made it easier. Spring football amounted to thirty days of brutal action—we scrimmaged every day—and the coaches didn’t much care if you got hurt because you had all summer to heal. I became a second-string halfback. My father came to a scrimmage and after seeing the first-stringer in action asked me, “That guy Jimmy Owens—you play the same position, right?” I said yes.

“And he’s the same year as you, isn’t he?”

“Yes.”

“You either need to quit or change positions.” Jimmy went on to become captain of the University of Oklahoma football team that went undefeated and won the Sugar Bowl in 1949. Turned out my father was right about that, too.

At the end of the spring I weighed 148 pounds, which I thought was too small, so I went on an eating binge. My mother thought it was a tribute to her cooking, but watching me eat made Dad sick. By fall I was up to 171 pounds—I’d spent the summer unloading trucks, mainly for the bodybuilding benefits—but it didn’t affect my speed.

In the spring I also ran track. If you met me today that might not be your first impression, but you could look it up. I ran a ten-seconds-flat 100-yard dash, and my junior and senior years I won the city and district championships in the 100 and the 220 and finished fourth and third, respectively, in the state championship meet. Also during my senior year, our football team won the state championship, and I had a reputation as the fastest high school running back in Oklahoma. The University of Oklahoma offered me a football scholarship, I enrolled in the fall of 1945, had a very good first game, and then seriously injured my back in our second game, against Nebraska. That ended my football career and precipitated my transfer to the University of Missouri—if I wasn’t going to play football, I wanted to be further than eighteen miles from home—which in turn precipitated a slight alteration in my identity.

Boys outnumbered girls five to one at Missouri, and most of my male classmates were five years older than me because they’d served in the Second World War. One of my roommates, Jay Sarno, who went on to become one of the major casino developers in Las Vegas—he came up with the ideas for and built both Caesars Palace and Circus Circus—said to me, “Greenberg, you’re not a bad-looking guy. But with a name like yours you’re not going to get anywhere socially.” So he decided I should call myself Ace Gainsboro. A few days later I reverted to Greenberg, but the Ace stuck. If that’s somehow worked to my disadvantage over the years, I haven’t noticed.

When it came to introducing myself to prospective employers, I was still Alan. I don’t think that worked to my disadvantage either, though the first several firms I called on did find me resistible. A very successful oilman from Wichita named Nate Appleman, who also later moved to New York, had given me six letters of introduction that said, “I don’t know Alan but I know his uncle. Anything you can do to help him would be appreciated.” My father had told me to stay at a nice hotel, so I did—the Tuscany, on Thirty-eighth Street. Every weekday morning I put on a suit and tie and went to the office of P. F. Fox, on lower Broadway. Freddy Fox, the owner, felt badly about rescinding his job offer and let me use a desk and a phone while I looked for work. His secretary, Hazel, loved to hear me talk, couldn’t get over my Oklahoma twang, so I provided some entertainment value.

The only person I knew in New York was a girl I’d met during summer school at the University of Wisconsin. I thought she could be my guide, but when I called the first thing she told me was, “I just got engaged.” One weekend I went to the Winter Antiques Show, met a cute-looking girl, and talked her into having one date with me. Otherwise, I was quite on my own. The weather was much colder than I’d been accustomed to, and I wound up spending a lot of time at the main branch of the New York Public Library, a nice warm place with clean bathrooms and every book in the world. I went there every day and mostly read books about magic (a lifelong passion that began when I was eight years old and saw the Great Blackstone perform in Oklahoma City). In the years to come, the gifts I was able to make to the Library brought me as much pleasure as any of my philanthropic bequests.

The letters from Nate Appleman got me in the door at several Wall Street firms that, not coincidentally, were predominantly Jewish: Wertheim, Carl M. Loeb, Rhoades & Co., Sartorius, Bache, H. Hentz, and Bear Stearns. Everybody told me to go back to Oklahoma—until I visited Bear Stearns, which by chance was doing fairly well. I happened to have shown up at a time when there was an opening in the oil-and-gas department, as an assistant to Mr. Dickson. (His first name was Leonard, but I never heard anyone call him that.) No explanation of what my duties would be, but I liked that it was a job. It paid $135 a month and I could start work the following Monday, which I proceeded to do. That day, March 8, 1949, the trading volume on the New York Stock Exchange totaled 800,000 shares. The Dow closed at 180.
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THE BEAR STEARNS THAT I WENT TO work for was a steadily profitable, though by white-shoe standards less than prestigious, enterprise that had been around since 1923. It had an impressive-sounding address—1 Wall Street—if you were impressed by that sort of thing, but the offices were nothing special. You stepped off the elevator on the sixteenth floor into a dark-paneled, dimly lit reception area and were greeted by an elderly man wearing a blue smock. The main trading room was about 1,000 square feet and furnished with wooden desks that looked like they belonged in an English boarding school. Each telephone had a stiff cord and a direct connection to our competitors: Goldman Sachs, Josephthal & Co., Abraham & Co., Lehman Bros., Carl M. Loeb, Rhoades & Co., and others. (Only one of which, by the way, Goldman Sachs, is still in business, and even Goldman Sachs, which is now officially chartered as a state bank, appeared to have a near-death experience in the fall of 2008.) About a dozen desks in a partitioned area of the room were occupied by retail sales representatives. The municipal bond department consisted of three traders, and there were six or eight equity and corporate bond traders. A steady flow of ticker tape inched from a terminal at one end of a side-by-side row of desks and got read by every trader along the way. A retail rep who had a client on the phone would know the last trading price of a stock or a bond but needed to be told the current bid. “What’s the market?” he would shout, a question that a clerk would relay to one of our traders on the floor of the stock exchange. You’ve undoubtedly seen this movie before.

Frustratingly, for what seemed like a very long while none of it had much to do with me. The job I’d enlisted for in the oil-and-gas department, which consisted entirely of Mr. Dickson and me, was laughably tedious. If only I’d found it funny. On one wall Mr. Dickson had mounted a very large map of the United States and my primary responsibility was to decorate it with straight pins. First, I’d consult the most recent issue of the Oil & Gas Journal, gleaning progress reports of exploration activity wherever it existed, and then I’d stick a color-coded pin in the corresponding spot on the map. I had been at this about eleven minutes on Day One when it occurred to me that my abilities weren’t being fully tested.

I enjoyed a brief respite in the form of a two-week training period, a rotation through various departments. One morning while I was assigned to purchase-and-sales, I saw a huddle of back-office people discussing a huge trade that had just gone through, a million shares of Investor Diversified Services, of Minneapolis. The previous day, Cy Lewis, the head of the firm, had bought it for our account and promptly granted an option to buy it for a half point above our cost to Robert Young, a railroad tycoon who owned a controlling interest in the Allegheny Corporation. So now Young had exercised the option and Bear Stearns had turned a $500,000 overnight profit. This little eye-opener certainly captured my attention and imagination (never mind that, long-term, Young probably wound up with a $50 million profit). Anyway, the next thing I knew I was back jabbing colored pins into a map.

At lunchtime every day I would eat quickly and run into the trading room and station myself as inconspicuously as possible while I watched and listened. For any Wall Street firm to be very busy in those days was unusual. That Bear Stearns happened to be was due in large part to its sophistication at risk arbitrage—buying or short-selling positions in companies that were parties to proposed mergers.

The partner who ran the department was John Slade, then in the prime of a Bear Stearns career that spanned sixty-five years. The day that he finally noticed me, he asked, “Are you a client?” No, I was a clerk in the oil-and-gas department. “Well, we need another clerk in risk arbitrage,” he said, “but I can’t hire you away from Mr. Dickson. The only way you’re going to get out of that department is to go see Cy Lewis.”

Cy Lewis? Not encouraging news. Salim L. Lewis—Cy to his familiars—had come to Bear Stearns as a bond salesman in 1932, after having been fired by Salomon Brothers and another firm. He’d been hired by Ted Low, the chief operating partner, who himself had been recruited four years earlier by the founding partners, Joseph Bear, Robert B. Stearns, and Harold C. Mayer—a well-bred, well-heeled triumvirate. When they had opened for business in 1923, Bear was forty-five, ten years older than Stearns and seventeen older than Mayer. He’d been educated in France, Germany, and Switzerland, headed for Wall Street, married money, and eventually became a partner at J. J. Danzig, a small bond-trading firm. After graduating from Yale, Stearns, whose father founded Stern’s Department Stores, had gone abroad to study banking, returned home, and joined Danzig as a statistician. Mayer, whom everyone called Bill, was a fellow Midwesterner and he and I would soon develop an easy rapport. He came from Lincoln, Nebraska, where his family, like Stearns’s and mine, had prospered in the retail business. He had an Ivy League business degree but (unlike Stearns, frankly) not a whit of pretentiousness. In his early twenties he had started his own export-import business, and when he teamed up with Bear and Stearns he conveniently already owned a seat on the New York Stock Exchange, a $97,000 acquisition financed mostly by his father.

Among the things that set Cy Lewis apart, in addition to being self-made, was that few people mistook him for a gentleman. He dressed well but was approximately as even-tempered and territorial as a grizzly. He skipped college but played minor league professional football, and he looked it—six-four, two hundred forty pounds, and that was before he got heavy. He was smart as hell and long on charisma, a born salesman who knew how to simultaneously charm, amuse, wheedle, and intimidate. As a Jew he assumed, probably correctly, that a lot of the Wall Street Old Guard resented him, and he had no compunction about resenting them. In many respects, it was Cy who had made Bear Stearns a force to be reckoned with. Previously, it had been a small-commission firm whose survival strategy was predicated upon a very low tolerance for risk. All of that changed, however, because Cy had the vision and nerve to go into risk arbitrage and was able to sell the idea to Ted Low and Bill Mayer. (In doing so, he more or less frightened away Stearns, who abruptly decided to retire and become a limited partner.) There’s no question that opening up a risk arbitrage department provided an enormous long-term benefit for the likes of me and other young people who joined Bear Stearns. It gave us a chance to trade and to shine.

The lengths Cy went to to cultivate clients could be equally cunning and cringe-inducing. That trade of a million shares of Investor Diversified Services had an emblematic backstory. For years Cy had observed Robert Young from afar, coveting him as a client but unsure how to reel him in. He knew that Young was an avid golfer who frequently played at The Greenbrier, in West Virginia, and he somehow learned when Young was planning to show up for one of his extended visits. Cy got there a few days in advance, found the top pro, and hired him to play a round every day for two weeks. One afternoon the pro announced that he wasn’t free the next day because Young was arriving and would expect him to be available. “Oh, no,” Cy said. “You and I have a contract. But if you insist, Mr. Young is certainly welcome to play with us.” Young had no objection and, naturally, by the end of eighteen holes each had a new friend.

Cy had been at Bear Stearns only a few years when his trading talents and assertiveness made it plain that he would soon be running the firm. His reputation for bluntness and tactlessness made me less than eager to approach him with my hat in my hand. Each morning, he, Low, Mayer, and Bear rode downtown together in Mayer’s car. I expected that if I showed up at Cy’s office door he would recognize me because for a couple of months I’d made a point of arriving for work before everyone else. When the bosses got off the elevator, they could see me, the earliest bird, talking to the receptionist. This was, believe me, a very calculated attempt to demonstrate my intention to work my way up the ladder sooner rather than later.

After Slade told me that I needed to plead my case with Cy, it took me a couple of days to summon the courage. When I finally did—anticlimax. “He isn’t in today,” his secretary said. “He’s playing golf.” Would he be in tomorrow? “Yes.” So I would have to go through that all over again. Great. Finally, I got past the door, explained that I really wanted to work in risk arbitrage, and that Slade had agreed. “The problem is,” I said, “Mr. Dickson thinks I have a great future in the oil department putting pins on maps.” Luckily, Cy did not agree. “Don’t worry,” he said. “I’ll take care of it. It’s done.” And he did and it was.
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“Iread Ace's book straight through and enjoyed every minute of it.
It's vintage Ace—honest, entertaining, and with many commonsense lessons
about Wall Street, investing, and human behavior
—WARREN BUFFETT

ON NMARCH 16,2008 Alan Greenberg, former CEO and then chairman of the
executive committee of Bear Stearns, found himself in the company’s offices on a
Sunday. He was there to discuss selling the company he had worked decades to
build, for a fraction of what it had been worth as little as ten days earlier. In less than
a week the value of Bear Stearns had diminished by tens of billions of dollars. How
did one of Wall Street’s most venerable firms fall so low, so quickly? This book pro-
vides answers to those questions by one of the Street’s most respected figures, the
man most closely identified with Bear Stearns’ decades of success.

No one knows the history of Bear Stearns as Alan Greenberg does; no one par-

ticipated in more key decisions, right up to the company’s final days. In The Rise and

Fall of Bear Stearns, Greenberg offers an honest, clear-eyed assessment of what hap-
pened and who was responsible. This is a candid, fascinating account of a storied

career and its stunning conclusion amid the turmoil of the recent financial crisis.

“Always colorful and provocative, Greenberg lives up to his
reputation as a straight shooter. . . . Essential reading for those interested
in both Wall Street's ascendance and its recent demise.’
—NORMAN PEARLSTINE, Businessweek

ALAN €0 GREENBERG is the former CEO and
chairman of the board of Bear Stearns. He is currently vice
chairman emeritus of JP Morgan Chase. He is the author of

Menos fiom the Chairman.

MARK SINGIER s a staff writer for The New Yorker. He is
the author of several books, among them Funny Money and

Character Studies.
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“What happened to Bear Stearns
is a tragicomic opera. .. Alan ‘Ace’
Greenberg makes it come alive in
allits gory, incredible detail.”
—KEN AULETTA,

author of Googled: The End of
the World as We Know It
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