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To the immigrants






INTRODUCTION


I want to tell you about two career-defining conversations during my forty-three years on Wall Street. One took place in 1992 with a Morgan Stanley senior trader. It was about his breakfast sandwich. The other was in 2008 with the three most powerful people in the US economy. That was about my refusal as the CEO of Morgan Stanley to sell the firm for two dollars a share.

Each reveals different facets of my personality. I am compelled to stand up for people who don’t have power. I also tell people the truth, no matter the consequences.

The breakfast sandwich story has passed into Wall Street lore. On my way to an 8:00 a.m. meeting, I saw a deliveryman standing at the elevator bank. When the meeting was over, he was still there, holding a paper bag. “Weren’t you here thirty minutes ago?” I asked him.

“Yeah,” he said.

“Have you called the guy?”

“Twice,” he told me.

“Give me his number.”

I snatched the slip of paper he was holding, walked over to the phone, and dialed the guy’s extension. “This is John Mack. Get out here and pick up your breakfast.” I was head of the Operating Committee at the time and a few months away from being president. When the employee appeared, I tore into him. “Who do you think you are? This guy is trying to do exactly what you do: make a living. When you keep him waiting, you’re taking money out of his pocket. Do this again and I’ll fire you.”

This story is about how you treat people. To me, we all have equal value, no matter what our job or how much money we have in the bank. I demanded that my employees do the right thing whether they were dealing with a CEO, a colleague, or somebody from the deli around the corner. Confronting the senior trader was not me losing my temper at a subordinate several rungs below me. It was a calibrated decision to send a message about the kind of behavior I wouldn’t tolerate. Sometimes I had to be tough to get my message across.

Wall Street attracts a certain type—hypercompetitive, superaggressive people who want to make a lot of money; people who are 100 percent convinced they’re smarter than everyone else in the room and are hell-bent on proving it. As a general rule, if you’re the sort of person who wants to help others, you become a doctor or a teacher, not a trader or an investment banker. I was determined to convince them that the best way to go about their work every day was to consider the collective benefits of their actions before they thought of their personal benefits.

In other words, I wanted to build a culture where these driven Wall Streeters pulled together as a team, and calling out an inconsiderate trader was one of the ways I did it.

Another career-defining moment occurred when I hung up the phone on Henry “Hank” Paulson, Ben Bernanke, and Timothy Geithner—respectively, the US Treasury secretary, the Federal Reserve chairman, and the New York Federal Reserve Bank president. It was a reckless act during a period when Wall Street and Main Street were engulfed in the worst financial crisis since the Great Depression. Morgan Stanley was on the brink of collapse. But I refused to sell out the firm’s forty-five thousand employees and its shareholders. It was those ten minutes on the phone that convinced me I have something valuable to teach others.

You may not have to defy the US Treasury secretary. But at some point in your life, you will have to make difficult decisions when all eyes are on you. The essence of leadership is making decisions under pressure, whether you’re running a business, raising a family, or simply living your life. Making the hard calls when you have no idea of the outcome—taking the risk, putting yourself out there—that’s when you prove your mettle.

During more than four decades on Wall Street, I learned a lot about managing—and mismanaging—people, both in times of crisis and the ordinary day-to-day. I see too many people call themselves leaders without truly leading. They shy away from confrontation and put off making hard decisions. They believe they have all the answers and surround themselves with people who tell them only what they want to hear. They demand that employees do things they won’t do themselves. They don’t learn to praise as easily as they learn to criticize, and they believe that money is the only motivator. These faux leaders take themselves too seriously, overreact to bad news, and expect others to do things exactly the way they would do them, failing to appreciate that sometimes a fresh approach can yield better results.

On one level, this is a book about how a talker became a listener, a listener became a better person, and a better person became a better leader. My self-confidence came naturally, but I had to learn how to foster confidence and collaboration in others, and to get groups of people to produce substantially more than they would as individuals. I saw firsthand that leaders are made, not born. Leadership is a discipline, something you practice. Like salesmanship, some learn it more easily than others, but it can be learned.

Over thirty-four years at Morgan Stanley, my goal was to build the strongest and most productive team on Wall Street, and I’m proud to say I believe I succeeded. We anticipated trends before other firms, achieved record profits, and survived daunting crises. Morgan Stanley also transformed into a global juggernaut during this time, opening offices in forty-three countries and growing from three hundred employees in 1972 to more than fifty thousand employees today.

I’ll share the strategies and philosophies that drove my success within the larger story of my journey from a small North Carolina mill town to a fortieth-floor corner office on Wall Street—a quintessentially American arc. At the turn of the last century, my grandfather and father came to this country from a tiny village in southern Lebanon and settled in Mooresville, North Carolina, a one-stoplight town where almost everyone was Baptist. We were different. Both my parents were devout Catholics and spoke Arabic at home. There was no talk about the financial services industry around the dinner table, and the only securities in town were shares of the local bank. My dream was to open a menswear shop in North Carolina with my cousin.

In college, everything I thought I knew about myself turned out to be wrong. I arrived at Duke University on a full athletic scholarship as an all-state football player. I was a standout in a high school senior class of ninety students. Not at Duke. I almost flunked out. My time on the football field was worse. I went from being a star to riding the bench. Then my father passed away, and, needing to pay my own way through my senior year, I took an entry-level job in the back office at a local securities firm.

It wasn’t long until I realized my future was in New York. I arrived in Manhattan in 1968. It was a transformational time. The role of preeminent banks like Morgan Stanley had always been to advise blue-chip clients like IBM and AT&T. They didn’t participate in what they considered to be the grubby world of trading stocks and bonds. But in the early 1970s, as deregulation and new technology changed the playing field, scrappy trading houses like Salomon Brothers and Merrill Lynch disrupted the long-standing business model by aggressively poaching clients. Overnight, sedate Wall Street became fiercely competitive—and I had a front-row seat. In the coming years, I developed a titanium-strength stomach for risk, pressure, and big personalities. The raucous, smoke-filled bullpen where I started immediately felt like home. In the pages ahead, you’ll learn not only how Wall Street transformed in the past five decades but how to stay ahead of the curve in a continually evolving industry.

Up Close and All In is a labor of love that reflects input from more than ninety interviews with people from every sphere of my life. It is a story of grit, survival, and triumph—and a deeply personal guide to living and leading well.






CHAPTER ONE


I couldn’t stop staring.

The offices of F. S. Smithers & Co., a pedigreed investment bank, overlooked the Statue of Liberty in New York Harbor, at the very tip of lower Manhattan. It was 1970, and I was on a job interview. I knew the corporate bond business, and I had aced my soon-to-be boss’s questions. Lady Liberty, holding her torch high, filled the floor-to-ceiling glass window in front of me. As her green oxidized copper caught the late-afternoon sun, I kept thinking, That lady is where it all began for my family.

Sixty-seven years earlier—three days before Christmas—on December 22, 1903, my grandfather Hanna Makhoul Fakoury steamed past the Statue of Liberty, wreathed in snow flurries, as the SS Belgravia made her way into New York Harbor. Wealthy passengers simply stepped onto the dock and into a new life without stopping. But passengers in steerage class, like my grandfather, were transported by barge to Ellis Island to be inspected and processed. Uniformed officials eyed these new arrivals as they lined up to mount the staircase leading into the massive, echoing two-story Registry Room. The inspectors and white-gowned doctors were looking for any medical reason—a hacking cough, watery red eyes, a limp—to send passengers back to the country they’d just left. About 120,000 would-be immigrants were denied entry during Ellis Island’s sixty-plus years as an immigration inspection station.

My sturdy grandfather passed muster, no problem. When he stepped up to the clerk keeping the immigration ledger, Hanna Makhoul had already dropped his last name, Fakoury. But now his name underwent additional alteration. Because Hanna was a girl’s name in the United States, the clerk wrote down John, the most popular boy’s name in America that year. Makhoul became McCall, which my grandfather shortened to Mack.

The first John Mack had arrived in America.



MY GRANDFATHER HAD been a farmer in Roum, a mountain village in southern Lebanon, then part of the Ottoman Empire. He probably grew wheat and olives. But economic times were hard and getting harder. He had traded letters with a Lebanese friend living in Marion, South Carolina, who encouraged my grandfather to join him there. The new John Mack had upended his life at age thirty-five to go where there was money to be made. Without knowing a syllable of English, my grandfather said a temporary good-bye to his wife, Naceem, and their children. The family couldn’t have been destitute; otherwise, he couldn’t have afforded the sixty-five-dollar transatlantic passage. Naceem might have given him her gold bracelets—her dowry—to pay for the trip. Wives often did.

From Roum, he traveled twenty-five miles by donkey on a dirt road to Beirut. Then he sailed to Alexandria, Egypt, and on to Marseilles, France. There he spent weeks in a medically required quarantine to check for contagious diseases like smallpox, cholera, and typhus. With a clean bill of health, he boarded a train north to catch the steamship Belgravia. Leaving from the French port city of Boulogne-sur-Mer, it crossed the Atlantic Ocean in about fifteen days.

Having cleared Ellis Island, John Mack headed south. But the railroad clerk in New York City sold him a ticket to the wrong Marion—Marion, North Carolina, 227 miles north of my grandfather’s intended destination. Obviously, no one was there to meet him, and he couldn’t ask for help. He had no idea he was in the wrong state. He sat on a bench outside the redbrick train station all day, presumably hungry, confused, alone. Finally, when the stationmaster locked up for the night, he realized he couldn’t leave the man out in the cold on Christmas Eve. He took my grandfather home, fed him, and gave him a bed.

The stationmaster telegraphed two Lebanese brothers he knew who ran a diner next to the Charlotte, North Carolina, railroad station. He put John Mack on the train to Charlotte, a hundred miles to the southeast. The brothers gave him a room and a job in their restaurant. My grandfather saved up his earnings and eventually became his own boss. Buying pots and pans, tablecloths, bed linens, women’s and men’s clothing—even ladies’ lingerie—from wholesalers, he began peddling his wares on foot, carrying about two hundred pounds at a time, selling to farmers and their wives. His territory was a roughly fifty-mile radius outside Charlotte in the center of North Carolina—the hilly, pine-scented region known as the Piedmont. It included towns like Cooleemee, Salisbury, China Grove, and Kannapolis. I can’t imagine the guts that got my grandfather to this country—or how terrified he must have been, walking up to strangers’ houses and knocking on doors, trying to make sales.

Some immigrants abandoned their wives and children in the old country. My grandfather was not one of them. He returned to Lebanon in 1907 to bring his family to North Carolina. Unable to convince Naceem to come with him, he left her with some of their children in Roum. Two children, Nora and Tsharlz—Charles in English—did accompany my grandfather back through Ellis Island and on to North Carolina in 1908. Charles, fourteen years old when he arrived in the United States, was my father. My uncle Side, my father’s older brother, came a year later.

In 1912, my grandmother Naceem relented. She asked her husband to send money for tickets to the United States for her and the three remaining children. But she died before they were able to leave. My grandfather sent Charles, eighteen, to Roum one last time to retrieve his other sisters.

Charles and Side joined their father as peddlers. They made enough money to buy a wagon they pulled by hand, and then a horse. Once I ran into an acquaintance of my father at the annual Coddle Creek Presbyterian Church barbecue in North Carolina. Setting down his plate of peach cobbler, the old man told me about a night in 1914 when he put my exhausted grandfather, Side, and my dad up in his barn to give them a place to sleep for the night. “Your grandpa, uncle, and your daddy—they were good people. I could just tell.” Farmers like this man became my grandfather’s customers after he established John Mack & Son, a dry goods store in Mooresville—thirty miles north of Charlotte—in 1912.

My father went his own way. He opened a shoe store, manufactured candy, and invested in an ice cream company. Eventually, he settled on the wholesale grocery business. He operated as the middleman between manufacturers like Campbell Soup Company, Hershey, and Kellogg’s Corn Flakes and retailers—grocery stores, drugstores, hospitals, restaurants, pool halls. He named his new business Charles Mack & Sons Wholesale. The “sons” referred to my dad’s four boys from his first marriage.

It may surprise people that there was a thriving Lebanese community in North Carolina. More than 360,000 people left Lebanon between 1880 and 1914, and some settled in the American South. At one point, there was a Lebanese peddler in every county of the United States, including in Alaska. The next generation of these Lebanese immigrants ran small businesses like appliance stores, cafés, and bowling alleys.

The men my grandfather sailed with on the Belgravia became close friends, almost brothers, their families becoming second families to our family. At least a couple of times a month, my grandfather—and later my father, mother, aunts, and uncles—traveled an hour or two to visit with this extended Lebanese community in North and South Carolina. Speaking in Arabic, everyone gossiped about the old country and the new. They ate Sunday lunch at various families’ houses. This was not just tossing a few burgers and hot dogs on the grill. The women woke up before dawn to start chopping the onions, browning the meat, and letting the dough rise to make traditional Lebanese dishes like kibbeh, shawarma, and manakish.

This is the warm, close-knit world I was born into on November 17, 1944: Johnnie Joseph Mack. I joined four half brothers and my full brother, Franklin, who was three years older than me. I grew up surrounded by family and Lebanese traditions. It was my core identity. If you took the basketball hoop out, our backyard could have been in rural Lebanon. My parents kept goats, rabbits, and chickens and planted grapes whose vines wrapped around poles twenty feet long and so high you could walk under them. When we were little, Frank and I helped our mother pick the tender leaves and then stuff them with meat and rice to make warak enab.

I was proud of being a Mack, and I loved Mooresville. But it was a small world. My grandfather and father had arrived in New York Harbor and headed south. I reversed their journey and moved to New York City right out of Duke University in 1968.

I wanted a career in the financial industry, and Wall Street was the place to start.






CHAPTER TWO


I showed up in Manhattan on the third Sunday of August with eight dollars in my bank account, a distant South Carolina cousin’s offer to let me sleep on his couch, and a spot in the Smith Barney training program. I had been to New York City before, back when I was a little kid traveling with my parents. This time I was on my own.

I was accustomed to the suffocatingly humid summers of North Carolina. But I wasn’t expecting Manhattan sidewalks shimmering with heat during the day or sweltering summer nights when the temperature barely dropped. The smog made the sunsets, which I could catch only in glimpses between skyscrapers, fiery and dramatic. The uncollected garbage stank, and I got used to seeing rats as I walked home to Thirty-Third Street between First and Second Avenues. The noise never stopped. Trucks roared down Second Avenue in the middle of the night. Times Square was seedy, filled with peep shows, prostitutes, and pimps. Crime was out of control. No one looked anyone in the eye. The city gave off a hostile vibe.

None of this bothered me. I loved the place. Sure, I crossed the street at night if I saw someone walking on my side, and I never entered Central Park after dark. I wasn’t stupid, but I felt no angst. I was energized.

My focus was on two things. First, when could I move off my cousin Ray Frances’s couch? I had been there for more than a month. Ray had the soft-spoken manners of the South but had begun to inquire daily how my hunt for an apartment was going. Second, and more important, I wanted to make sure I stood out at Smith Barney.

My path to Smith Barney had not been clear-cut. My football scholarship paid for four years, but I needed one last class to graduate. So I got a full-time job at First Securities of North Carolina, a brokerage firm in downtown Durham, and squeezed in the class—Russian history—during my lunch break. A tobacco town, Durham was rough back then, with high unemployment. It was a real culture shock to go from the groomed Gothic splendor of the Duke campus to the grimy back office of First Securities. They paid me $60 a week—about $476 in today’s dollars. This was more money than I had ever made in my life.

Whenever a broker at First Securities bought or sold a stock for a client, the transaction was recorded by hand. This ticket then came to me, and I calculated the commission. Next the ticket was passed along to the person who operated the IBM mainframe computer, which spit out the data on a punch card. A single computer in those days took up an entire room.

I couldn’t wait to get to work every morning. My coworkers were ten middle-aged women, and I loved the camaraderie we shared. I saw how they cared about one another and me. I put on seven pounds from all the home baking they brought in. I was also learning about how investing worked, and I was hooked. My family had founded businesses, run them successfully, and taken out loans from banks. But like most middle-class people in those days, we kept our money in a savings account.

The world of stocks and bonds was a mystery at first. One day, a First Securities client bought ten thousand shares of Toyota stock. We howled about this. Who would be crazy enough to invest in a Japanese company called Toyota Motor Corporation? Toyota stock was then selling for around fifty cents a share. Little did I know what would happen to that stock, which sells today at around $152 a share.

I got to know the salesmen in the front office. These guys were smart and confident and seemed to like their jobs. They were the kind of people I wanted to work with. I saw how these salesmen were helping clients increase their personal wealth. The idea of researching companies and investing in them seemed exciting. It dawned on me that these corporations were part of a bigger economic world.

The First Securities job changed how I saw my future. Until then, I had always expected to open a men’s shop in Charlotte or Greensboro with a cousin, Mitchell Mack. Mitchell, who was more than twenty years older than me, was one of the smartest guys I knew. He had graduated from Davidson College and then had gotten an MBA at Harvard Business School after serving in the navy during World War II. Our plan was for Mitchell to supply the money and for me to manage the operation. Running a menswear store was a natural for me. Every summer, every school vacation, there I was at John Mack & Son, which had grown into a department store. I worked as a salesman in the men’s and boys’ departments, sorted inventory and returns in the stockroom, and was a fast-fingered regular at the Christmas present wrapping station.

I decided the financial services business was a better fit for me than selling high-end suits, shirts, ties, and shoes. I thought it would be a difficult conversation to have with Mitchell. Despite earning an MBA from the top business school in the country, which would have opened corporate doors everywhere, he had returned to Mooresville to help his father, Uncle Side, run the store. Mitchell felt he had no choice because his older brother had moved to Greensboro, where he had become a top executive at Burlington Industries. In the end, life had worked out for Mitchell. He was happy. But he didn’t see his path as one-size-fits-all. “Do what you want, Johnnie,” he told me. “Don’t let me hold you back.”

Another factor influenced my decision: a woman whom I became very close to at Duke.

No, not in that way.

Fannie Mitchell, who had a big heart and a smile to match, never appeared on campus without her pearl necklace and tortoiseshell cat-eye glasses. She did not look the part of a shrewd corporate talent spotter. But as the director of the university placement center, she was responsible for jump-starting a lot of people’s careers. When Miss Mitchell was appointed acting director in 1942, just twenty-one recruiters came to interview Duke students. By the time she retired twenty-six years later, in 1968, that number had swelled to six hundred recruiters from around the world, plus a hundred schools looking to fill their postgraduate and professional programs. Fannie Mitchell believed deeply in her mission of helping soon-to-be graduates get placed with the right company and in the right job. Unusual for the time, she also believed women could pursue a career beyond becoming a “Mrs.” She was a business matchmaker with unerring insight into who belonged where. You—or more probably your parents—might have thought you were destined for insurance underwriting, but she saw you as a career diplomat at the United Nations. She never let students sell themselves short. Recruiters valued her judgment and took her recommendations.

In the 1960s, if you saw an older woman on the Duke campus, you assumed she was a student’s mom or a secretary. Most kids paid no attention to Fannie Mitchell until the last weeks before graduation, when they realized they needed a job, STAT.

That wasn’t me. Yes, I needed a job, but I also really liked her. Miss Mitchell and I would sit in her cramped office next to the university cafeteria and have long, lively talks that ranged far beyond my prospects. She knew she could count on me to hold my own in a conversation with anyone. When recruiters came to campus from Coca-Cola, Procter & Gamble, Mobil Oil—all the major corporations—she told them, “You’ve got to talk to John Mack.” I was like the prize hog at a 4-H competition.

This led to a few unusual interviews. The Central Intelligence Agency showed a real interest in me because I had taken Russian language classes and my parents spoke Arabic. But when the recruiter handed me an application thicker than the Mooresville phone book, I was like, Are you kidding me? I have to fill all that out? So much for a career as a spy.

I seriously considered a job at American Hospital Supply in Chicago. They flew me out, bought me a big steak dinner, put me up at the Palmer House, and offered me a starting salary of $12,000 a year, worth almost $90,000 today. They wanted me to handle personnel at their subsidiary V. Mueller, which made surgical instruments: scalpels, forceps, clamps. “We’re looking to shake things up,” they said, “and you seem like the guy to do it.” The pay was amazing. But I wasn’t focused just on the money. Looking at the bigger picture, I feared that I’d be stuck in a corporate backwater. “There’s not enough excitement in it for me,” I said to Miss Mitchell before turning them down.

Bache & Co. and Merrill Lynch, both big, respected investment firms, offered me positions in their New York back offices similar to what I was doing at First Securities. I would log transactions as well as issue purchase and sales tickets. Bache told me they would start me at $8,000 a year. I asked the three Bache managers who interviewed me if I could, in two or three years, expect to make $12,000.

“I think we can make that happen,” one said.

I also interviewed at Smith Barney. Originally based in Philadelphia, Smith Barney was now an aggressive New York operation eager to expand. After my initial Duke interview went well, they flew me up to their office. They didn’t guarantee a set salary like Bache or Merrill Lynch. But Smith Barney offered to train me as a retail broker. Selling stocks promised more independence than working in a back office, and I liked the idea of being rewarded for any sales I generated.

I told Smith Barney yes. I am so happy that I didn’t settle for the safety of a guaranteed salary.

You have to do what you like. I think too many people hear about investment banking, consulting, and hedge funds and get enamored with the idea of making a lot of money. They go into things that they’re not satisfied with five years later.

Don’t be pulled in just because a job or an industry seems glamorous. Investment banking is not a glamorous business. The compensation can be out of this world, but you have to have a massive appetite for risk, stress, and competition. And the higher up you go, the greater the intensity. When you’re handling other people’s money, you are expected to make it grow. There is no forgiveness if you lose it.



THE FIRST THING I had to do was learn the ropes at 20 Broad Street, Smith Barney’s headquarters in the heart of the financial district—Wall Street. It was a ten-cent subway ride down from my cousin Ray’s Kips Bay apartment. I kept myself alive by consuming tuna fish sandwiches on toasted white bread that I bought for $1.85 at the Clover Deli on my way home from work. I lost eight pounds in my first four months in New York. But I couldn’t afford anything else.

The twenty people in my training group were a lot like me—white guys in dark suits and skinny, striped ties. No sixties-era Nehru jackets, bell bottoms, or love beads. No women. No people of color. Most of my fellow trainees were right out of college. There were a few older men who wanted to change careers and get into the securities business. Married with families, they really didn’t associate with us.

We were exposed to all the departments and all the businesses. Everyone felt like rookies—freshman year again. We were friendly, but we were competing. We all wanted to make a good impression so the managers would recruit us into their departments. Some of the men in the class would go into investment banking, some into asset management, some into administration, and some into the retail business.

I wasn’t nervous, but I was fine-tuned; focused; never slouching. When you’re an adult and someone is paying you, you have to be on your A-game. I certainly was.

My original plan was to complete my training in New York and then move to Atlanta, a booming, progressive, probusiness city. Headquarters for corporate giants like Coca-Cola and Delta Air Lines, Atlanta was the unofficial capital of the New South. During that racially fraught period, it stood apart from other southern cities like Birmingham and Montgomery, Alabama, becoming known as “the City Too Busy to Hate.” I would open a Smith Barney branch. And using my Duke connections, my skill at golf, and my own grit, gumption, and charm, I would cultivate affluent clients—doctors, lawyers, businessmen, commercial real estate developers—and sell them stocks and bonds.

This was a volatile time in the economy. President Lyndon Johnson was spending a lot of money—more than the Treasury was taking in—on two fronts: the ongoing Vietnam War abroad and the Great Society programs at home. The biggest worry for men my age in 1968 was the war. I was called up for the draft right out of college, but I had cracked the C4 vertebra in my neck playing football at Duke, and the draft board rejected me. I was glad I didn’t have to go to Vietnam, but if I had passed the physical, I would have served. I had friends from high school and college who were injured or died in the Vietnam War. I knew how lucky I was.

Through the Great Society and its war on poverty, the federal government attempted to solve urban and rural problems. Starting in the mid-1960s, inflation began to ratchet up, eroding the value of the savings accounts where many Americans kept their money.

It was also a boom time for America. Astronauts were walking in outer space. People were investing in the country. A surging middle class wanted to own a piece of the companies that undergirded the US economy—corporations like Xerox, IBM, General Foods, and the Ford Motor Company, which had unveiled its sexy Mustang at the 1964 World’s Fair in New York. Millions of Americans jumped into the stock market.

On Wall Street, the volume picked up so dramatically and the markets were so popular that in three years the number of transactions on the New York Stock Exchange (NYSE) more than doubled. In 1965, there were five million a day. By 1968, there were twelve million. But the system wasn’t automated. I can remember seeing hordes of messengers racing around Wall Street delivering paper stock certificates by hand. Computers were just starting to be used, and back offices couldn’t keep track of all the trades. You could buy a stock and not get confirmation on it. If there was a mistake, it would be hard to get it corrected. There were trades that you couldn’t assign to a purchaser or a seller. These trades were called DKs—don’t know the trade.

At one point, unprocessed transactions added up to $4 billion. People on the Street often referred to this problem as “the paperwork crunch.”

It got so bad that in August 1968, when I started at Smith Barney, the NYSE was closed every Wednesday just to battle the massive paper pileup, and sometimes it had to close early on other days.

As is almost always the case, what was unfortunate for some people was a boon for others. Newspapers at the time claimed that while many employees labored into the night, eating not just lunch but also dinner at their desks, some stockbrokers used the free hours to shave strokes off their golf handicaps. The Smith Barney trainees—me included—were not among those out on the links. Wednesdays found us stuck in the back office, processing transactions with paper and pen.

This lasted through the end of the year. Even after the NYSE went back to a five-day-a-week schedule in January 1969, it still closed early on Wednesday afternoons to clear the paper jam. This continued until July.

The problem got ironed out. But not without enormous, and sometimes calamitous, disruption. Around a hundred member firms on the NYSE—a sixth of the total—were forced to merge or close, putting thousands of people out of work. Not since the Great Depression had Wall Street seen such carnage. The survivors: the big firms with lots of money that could buy computers and hire the staff to run them.

By the time my twenty-fifth birthday came around in November 1969, I had learned something that would be true for the rest of my career: you have to recognize change. You have to embrace the hard choices that change demands. Most of all, you have to do your best to look into the future to get out ahead of whatever is coming.

Otherwise, you will fail. This is as true on Main Street as it is on Wall Street.

Because of the paperwork crunch, the NYSE asked member firms like Smith Barney not to open any new offices. There went my opportunity to set up the Atlanta branch and my dreams of playing golf at the Atlanta Athletic Club.

On the other hand, to judge from the interest I was attracting from Smith Barney offices around the country, I was a standout trainee. I was recruited to go to Philadelphia as a retail broker, and the manager of the San Francisco office flew me out, too.

While I was considering these offers, I had a career-changing conversation with one of the senior Smith Barney managers who was the head of training, George Wilder. After graduating from Princeton University, he had served in the navy during World War II and was a devoted golfer who commuted into the city from West Orange, New Jersey. George was a former municipal bond salesman. He invited me to have a beer with him one night after work at Fraunces Tavern, a popular Wall Street watering hole that had been around since George Washington drank ale there. “John,” he said, “I see you in the bond business. You’re a born salesman. You know how to talk to people. You know how to get people on your side. Most of all, you know how to close. That is what selling is all about.”

It takes a salesman to know a salesman. George was pushing hard. “San Francisco is filled with hippies,” he said, his voice dripping with disgust. “Philadelphia hasn’t been the big time since Ben Franklin was running the show. I think you’d be fantastic selling muni bonds to banks and institutions here at HQ, not shilling stocks to scotch-guzzling golfers at some country club in Bryn Mawr.”

I listened closely to what George was saying. I trusted him. And by the time we paid the tab, I’d made up my mind to switch from retail to municipal bonds.

Muni bonds are issued by state and local governments to raise money for schools, roads, airports, and other public projects. Let’s say the New York State Thruway Authority needed money to build a spur off a highway near Rochester. It would finance the project by selling municipal bonds, which pay interest, to investors. Another appealing aspect of muni bonds: they are exempt from federal taxes.

The final step in the Smith Barney training program was to take what was then known as the Series 7 test. We were given three hours and forty-five minutes to complete a 125-question exam. You had to get 72 percent—ninety questions—correct to work in the securities industry.

My scores were middle of the pack. But I promised George, “I’m going to be the best bond salesman you’ve got.”

I screwed up almost immediately.

I went out to lunch with some Smith Barney colleagues and a couple of executives from a firm we worked with, C. J. Devine, the leading dealer in government bonds. After several bottles of wine, we moved on to a bright yellow Italian liqueur called Strega, the Italian word for witch. Served straight up in aperitif glasses, it’s sweet and lethal—eighty proof. I was hammered and in no condition to return to the office, but I did.

That afternoon, several brokers needed bonds to sell to clients. To accommodate them, I had to make a trade. My math was off. This was just before the handheld calculator was introduced.

I cost the firm a little less than $1,000, equivalent to about $7,000 today. By the standards of Wall Street, it wasn’t a lot. But to me, my error and the amount were huge. Huge. I wasn’t supposed to lose money, I was supposed to make it. I didn’t sleep that night. I thought I might be fired. I couldn’t face the idea of having to move home to Mooresville and ask my cousin for a job in the stockroom at John Mack & Son.

The next day, Kenneth Siebel, a Smith Barney executive in San Francisco, called me. He wanted a blow-by-blow account so he could understand what went wrong.

I did the only thing anyone should do in a situation like this. I looked at the phone, I took a deep breath, and I told him the truth, right down to the multiple glasses of Strega.

Yes, the adults around me when I was growing up—my parents, my teachers, the Catholic priests—always emphasized the importance of telling the truth. But this wasn’t just about moral rectitude or the Ten Commandments.

You can’t fudge the truth in business, especially about money. It is the fuel that every business runs on, especially the financial services business. At the end of the day, numbers don’t lie. The balance sheet has to add up.

After I finished describing the events that led to my calculation error, all I heard was the crackle of the long-distance line. The seconds felt like days as I sat waiting for Ken to say something. “Eh, don’t sweat it,” he told me. “We’ll work it out. Everybody screws up sometimes, particularly when they start. It was an honest mistake. Hope the lunch was fun.”

I’ve never forgotten his understanding.

I was working on the Fixed Income trading floor, buying and selling municipal bonds. This was no boring desk job. It was pandemonium: deafening, thick with cigarette and cigar smoke, every other word “fucking this” and “fucking that.” Chinese takeout containers, empty pizza boxes, and abandoned, half-drunk cardboard cups of coffee littered every surface.

I had a phone to my ear and an eye on what all the other muni bond salesmen and traders were doing. The louder and more chaotic it was, the more my adrenaline flowed. I’d get really pumped up. It’s very competitive. You play off each other. If I made a big sale, the guy next to me would bellow, “Goddamn it, John Mack just did that!” Then he would try to make an even bigger sale. Every day was something different.

This is where I got the Wall Street bug. I loved it, and I was good at it.



NEW YORK HAD become home. In a city filled with people from all over the world, my Lebanese background blended right in. I had often felt like an outsider growing up in Mooresville. As a teenager, standing on the free-throw line in my basketball shorts, I was embarrassed that I was so much darker and hairier than the other boys. My parents insisted that I make the sign of the cross before I took a shot, thus identifying me as one of a handful of Catholics in a town of Southern Baptists.

In Manhattan, I wasn’t like some southerners I knew, who, as the writer Willie Morris observes in his memoir North Toward Home, had severed their connections to wherever they’d grown up and lived like expatriates in a new country. There were others who couldn’t pry themselves away; they always knew the score of last Friday night’s high school football game. I was comfortably in the middle. I didn’t miss Mooresville, or even North Carolina. But I still called my mother long-distance nearly every day.

I also didn’t downplay my Tar Heel roots. Just the opposite—I’d sit down with eight people around a table or at a bar, and they’d say, “Where are you from? Where’d you grow up? What’s that accent I hear?” Or they’d make fun of me. That was fine with me. I knew that when I got a couple of drinks in me, I could sound like a twanging banjo. I didn’t care if people thought I was from Hick Alley. I thought it gave me an advantage. People remembered me.

Mercifully, a studio apartment opened up on the nineteenth floor in my cousin Ray’s building. It was one of two twenty-story skyscrapers in the enormous Kips Bay Plaza complex, which occupies three city blocks. The towers, designed by renowned modernist architect I. M. Pei, were airy—with a lot of glass. I snapped the place up. It cost $186 a month and faced east, toward the borough of Queens. Standing in the window, sipping a cup of coffee, I loved to watch the planes take off and land at LaGuardia Airport.

I didn’t mind living alone. I had a lot of friends in New York from Duke, and my social circle expanded even more when Ray started taking me to Southampton, the exclusive beach town toward the end of Long Island.

The Hamptons opened my eyes. I had never seen such wealth. I gawked at the magnificent old estates, with their sweeping oyster-shell driveways in front and huge porches overlooking the Atlantic Ocean in back. This was not honky-tonk Myrtle Beach, South Carolina, with its fry shacks, motels, and mini golf, where my family had vacationed.

By my second summer, I was able to afford a half share—six weekends—in a small, run-down rental house out there. I got to know Ray’s friends in advertising. They were older than me—people who had built successful careers on Madison Avenue. The memorable slogans and visuals they created were reshaping the way Americans saw themselves. Likewise, the people, right out of Mad Men, left a lasting impression on me.

A lot of the guys on the trading floor were equally foul-mouthed and coarse off the floor, and the parties I went to when I first arrived in New York were an extension of my time in college—a noisy crush of drunk guys pounding down beer from a keg.

I realized that was not what I wanted.

The ad folks were part of a different social stratum. They knew how to dress, how to entertain, and how to behave. I observed how they lived and how they interacted. There was an elegance to the way they did things. At parties, they easily mixed business with pleasure. I was impressed with them. They taught me how to act like an adult. My clothes, my haircuts, and my manners improved. You can learn a lot from people if you don’t let yourself be intimidated.

Do I sound like a square? You betcha. I was part of the hippie generation, but I had no interest in turning on, tuning in, or dropping out, as countercultural guru Timothy Leary suggested. I wasn’t moving to some commune up in Vermont. A lot of people my age were questioning American capitalism. That wasn’t my scene.

But I wasn’t oblivious to changes happening in society. I listened when my women friends talked about feminism, and I learned about how boxed in they felt by gender stereotypes. Most of all, I recognized that the Civil Rights Movement was long overdue. Racial injustice had been sewn into the fabric of Mooresville for two centuries. Black families lived in a segregated area across the railroad tracks and had to attend a different school. When I was twelve, I saw about a dozen white-robed, hooded members of the Ku Klux Klan march down Main Street, past John Mack & Son. My olive-skinned parents, always anxious about their own tenuous position in the social order, never discussed race. Few people did, even though sit-ins started in 1960 at a Woolworth’s counter in Greensboro, just seventy-five miles away.



BACK AT 20 broad street, Smith Barney decided it wanted to go into corporate bonds: bonds that companies issue to raise capital so they can grow, either by expanding or by buying other companies. The new manager assured me, “This is a great opportunity, John. It’s better than muni bonds. You’ll get commissions.”

He was right about one thing: it was a great opportunity. I developed relationships with new clients at banks and pension funds. But after I had been on the corporate bond desk for eight months, I hadn’t seen a single commission check.

I have zero patience with people who don’t do what they say they’ll do. So I quit.

John McDougall, who ran Smith Barney’s Fixed Income Department, was shocked at my decision. “I can’t believe you’re leaving,” he said. “You have to talk to Fred.” J. Frederick Van Vranken Jr. was one of Smith Barney’s senior executives. “He’ll give you what you need to make you stay.”

“Fred hasn’t spoken to me since the day I got here,” I said. “Why would I talk to him now?” But out of respect for McDougall, I did make an appointment to see Van Vranken.

I sat down in his spacious office. “I don’t like the way you’re doing things,” I told him. “I’ve done a great job selling corporate bonds. I’ve made a lot of money for Smith Barney. You made a commitment to me to pay commissions, and you didn’t deliver.”

Then I quit again.

After I left Smith Barney, I traveled to Lebanon on the cheap with Mitchell. My father and Uncle Side sometimes talked to each other about their homeland, but they never tried to give the next generation any insight into the country. I don’t know if it was too painful or if they had just moved on, that they wanted us to assimilate as fully American and not be tied to their Lebanese past. It was only on that trip to Lebanon, my first one, that I developed a much richer appreciation of the people, the landscape, and my heritage. The way we gathered in the backyard and ate food with friends and relatives in North Carolina and South Carolina was our version of the Lebanese hafli. For the first time, I understood why my parents were so drawn to the North Carolina mountains. When you’re on the beach in Beirut, the mountains come down practically to the sand.

It wasn’t until I took a job in Fixed Income at F. S. Smithers in 1970, selling corporate and Treasury bonds, that I started making real money. One afternoon, I did a transaction and my commission was $8,000—almost $54,000 these days. I was so excited that I called my mother. “Mom, I just made $8,000!” I blurted out. “Start packing your suitcase. You can finally go home and visit your family in Lebanon!”

My mother let out a whoop. “You did good, Johnnie!” she shouted into the phone.

With my windfall at Smithers, I also gave my mother money to remodel the three-bedroom brick house I grew up in. There hadn’t been a single change made to it since I was four. Having money let me do that. I saw money as a way to reach my goals: to be independent, to be respected, and to help people. These things were important to me, and I worked hard to achieve them.



DURING THE TWO years i worked at Smithers, I often looked out the trading room window at the Statue of Liberty. In November and December, when the sun set early, I would see her lit torch blazing.

I thought of the legendary Cornelius Vanderbilt, who had plied the waters of New York Harbor that roiled just in front of me. He had started his first business as a teenager, ferrying customers from Staten Island to Manhattan on his way to astronomical wealth in shipping and railroads.

The Statue of Liberty wasn’t just about my family’s past—the risks they took and the promise for their future.

It was also about my future and the risks and rewards awaiting me.

I was all in.






CHAPTER THREE


Mr. Mack, she’s the one,” Marcel whispered to me halfway through dinner.

At A La Fourchette, an authentic French bistro on West Forty-Sixth Street, I knew all the waiters. Proud, middle-aged Frenchmen in tuxedos who served diners with a flourish, they had seen me here with plenty of dates, some more serious than others.

When Christy King walked in on the night of Saturday, May 13, 1972, they were dazzled. I was, too. Christy—tall, willowy, and wearing a long, clingy, white halter dress slit to the knee—was a showstopper. Tanned, with frosted blond hair down to her waist, she was a beauty, with soft brown eyes and a big smile.

I was primed to think Christy would be someone special. Soon after I moved to New York in 1968, I was at a cocktail party at an apartment not far from my own in Kips Bay. It was thrown by a quartet of American Airlines stewardesses, as we called flight attendants back then. Grabbing a beer at a makeshift bar in a living room clouded with cigarette smoke, I found myself elbow-to-elbow with future TV talk show host Charlie Rose. I had known him, a fellow North Carolinian, at Duke. “I want you to meet my wife, Mary,” he said. I shook hands with a slim, fine-featured blonde as Otis Redding crooned “Sittin’ on the Dock of the Bay.”

The longer we chatted, the more I realized that Mary was as smart and down-to-earth as she was gorgeous. Putting my cards faceup on the table, I said, “You’re just great! Do you have a sister who’s not already taken?”

“As a matter of fact, I do,” she said. “My younger sister, Christy.”

“The next time she comes up, call me. I’ll take her to dinner,” I said.

“Well, she’s still in college. She’s a sophomore at UNC in Chapel Hill.”

“I don’t care. I want to take her out.”

Four years later, the wall phone in my kitchen rang. It was Charlie. Mary got on the line. “You told me you wanted to meet my sister,” Mary said. “Are you still single? Christy’s coming up for a visit. She’ll be staying with Charlie and me.”

I had seen Mary and Charlie only once since the cocktail party. They had attended a splashy party that my cousin Ray, his advertising friends, and I had given at a rented mansion on Shinnecock Bay in the Hamptons the previous summer. The elegant event had been written up in Holiday magazine.

“I’ll call you back,” I said on the phone now. As great as I thought Christy would be, I didn’t want to get stuck with some girl I’d never met for the entire weekend. So I got a different date for Friday night.

At A La Fourchette on Saturday, the four of us sat at my usual table in a private alcove with leather banquettes and red velvet curtains. I remember every minute of that date. We talked about North Carolina. The King sisters grew up in Greensboro, northeast of Mooresville. Like my hometown, it was known for its textile mills. I learned that Christy and Mary came from a family of five children. Their father, a surgeon, was as exacting at home as he was in the operating room. He demanded that his daughters be both homecoming queens and honor-roll students. His sons had no choice but to be star athletes who achieved academic excellence.

Christy remembers the dinner differently. “Nobody made any effort to include me in the conversation,” she says. “You never asked me a thing, John.”

According to her, Charlie, Mary, and I obsessed nonstop about President Richard Nixon’s recent historic eight-day trip to China and what it might mean for the United States, as well as the renewed American bombing of North Vietnam. Mary had the inside skinny because she worked as a researcher for vaunted journalist Bill Moyers, then at CBS.

Why did I even come out tonight? Christy wondered as Marcel gently placed her sole grenobloise in front of her.

Then Charlie posed the kind of probing question that would make him famous, and China took a back seat. He turned to me. “What kind of girl would you like to marry?”

“She’s right here,” I replied, looking Christy straight in the eye. I had dated a lot of women, but this night was different. Instead of being a cliché out of the movies, the idea of falling in love at first sight suddenly seemed possible to me.

I thought I noticed the tiniest smile from Christy.

Apparently, I was hallucinating.

According to Christy, her mind was wandering when Charlie asked the big question. What I thought was a shy smile at my answer was in fact Christy smirking. Yeah, right. What a line, she thought.


OEBPS/e9781982174286/xhtml/nav.xhtml


Contents



		Cover


		Title Page


		Dedication


		Introduction


		Chapter One


		Chapter Two


		Chapter Three


		Chapter Four


		Chapter Five


		Chapter Six


		Chapter Seven


		Chapter Eight


		Chapter Nine


		Chapter Ten


		Chapter Eleven


		Chapter Twelve


		Chapter Thirteen


		Chapter Fourteen


		Chapter Fifteen


		Chapter Sixteen


		Chapter Seventeen


		Chapter Eighteen


		Chapter Nineteen


		Chapter Twenty


		Chapter Twenty-One


		Chapter Twenty-Two


		Chapter Twenty-Three


		Chapter Twenty-Four


		Chapter Twenty-Five


		One More Lesson


		Photographs


		About the Author


		Copyright







Guide



		Cover


		Start of Content


		Title Page


		Dedication


		Introduction


		About the Author


		Copyright








		I


		II


		IV


		V


		VI


		VII


		VIII


		IX


		X


		1


		2


		3


		4


		5


		6


		7


		8


		9


		10


		11


		12


		13


		14


		15


		16


		17


		18


		19


		20


		21


		22


		23


		24


		25


		26


		27


		28


		29


		30


		31


		32


		33


		34


		35


		36


		37


		38


		39


		40


		41


		42


		43


		44


		45


		46


		47


		48


		49


		50


		51


		52


		53


		54


		55


		56


		57


		58


		59


		60


		61


		62


		63


		64


		65


		66


		67


		68


		69


		70


		71


		72


		73


		74


		75


		76


		77


		78


		79


		80


		81


		82


		83


		84


		85


		86


		87


		88


		89


		90


		91


		92


		93


		94


		95


		96


		97


		98


		99


		100


		101


		102


		103


		104


		105


		106


		107


		108


		109


		110


		111


		112


		113


		114


		115


		116


		117


		118


		119


		120


		121


		122


		123


		124


		125


		126


		127


		128


		129


		130


		131


		132


		133


		134


		135


		136


		137


		138


		139


		140


		141


		142


		143


		144


		145


		146


		147


		148


		149


		150


		151


		152


		153


		154


		155


		156


		157


		158


		159


		160


		161


		162


		163


		164


		165


		166


		167


		168


		169


		170


		171


		172


		173


		174


		175


		176


		177


		178


		179


		180


		181


		182


		183


		184


		185


		186


		187


		188


		189


		190


		191


		192


		193


		194


		195


		196


		197


		198


		199


		200


		201


		202


		203


		204


		205


		206


		207


		208


		209


		210


		211


		212


		213


		214


		215


		216


		217


		218


		219


		220


		221


		222


		223


		224


		225


		226


		227


		228


		229


		230


		231


		232


		233


		234


		235


		236


		237


		238


		239


		240


		241


		242


		243


		244


		245


		246


		247


		248


		249


		250


		251


		252


		253


		254


		255


		256


		257


		258


		259


		260


		261


		262


		263


		264


		265


		266


		267


		268


		269


		270


		271


		272


		273


		274


		275


		276


		277


		278


		279


		280


		281


		282


		283


		284


		285


		286


		287


		288


		289


		290


		291


		292


		293


		294


		295


		296


		297


		298


		299


		300


		301


		302


		303


		304


		305


		306


		307


		308


		309


		310








OEBPS/e9781982174286/fonts/EBGaramond-Regular.ttf


OEBPS/e9781982174286/images/9781982174286.jpg
JOHN MACK

FORMER CEO of MORGAN STANLEY

UP CLOSE
AND ALL IN

LIFE LESSONS FROM
a WALL STREET WARRIOR






OEBPS/e9781982174286/images/title.jpg
UP CLOSE
AND ALL IN

LIFE LESSONS FROM
a WALL STREET WARRIOR

JOHN MACK

with Linda Kulman

SIMON ELEMENT

New York London Toronto Sydney New Delhi





OEBPS/e9781982174286/fonts/EBGaramond-Italic.ttf


