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To Roger and Langley Grace





Cast of Characters



Arron, Judith Carnegie Hall’s executive director from 1986 until her death in 1998, she introduced Sandy to classical music and sat on the boards of Travelers and Citigroup.

Berlind, Roger One of Sandy’s first partners on Wall Street, he left the business after losing his wife and three of his four children in a plane crash. He became an award-winning producer in his first passion, the theater.

Bialkin, Kenneth A leading securities lawyer, he began representing Sandy in a Wall Street shake-up in 1968 and became his close friend and a longtime corporate director of companies Sandy headed.

Bibliowicz, Jessica Sandy’s daughter, with her mother’s good looks and her father’s ambition, followed her dad into the securities business and caused friction between Sandy and Jamie Dimon, his heir apparent.

Budd, Ed The chairman and CEO of Travelers, as a last resort, sought Sandy’s help with the troubled insurance giant but found himself out of a job when Sandy bought the entire company.

Buffett, Warren The billionaire investor from Omaha, who stood ready to help Sandy during his final days at American Express, later sold Berkshire Hathaway’s big stake in Salomon Brothers to Sandy.

Calvano, James Recruited by Sandy to leave Avis for American Express, he later joined Sandy in building his second empire but wisely refused to stay in the same hotel with his boss.

Campbell, William The Philip Morris U.S.A. chairman behind the “Marlboro Man” campaign, he became John Reed’s retail and marketing guru at Citibank and pitched banking as a consumer product.

Carpenter, Michael Given a second chance by Sandy after his ouster from Kidder, Peabody, he ran Citigroup’s investment-banking and securities business until scandal rocked the firm in 2002.

Carter, Arthur The neighbor with whom Sandy dreamed about starting their own Wall Street firm dominated the fledgling brokerage until Sandy and the other partners rebelled. He later became a millionaire publisher and sculptor.

Cogan, Marshall An early partner on Wall Street whose intense focus on deals helped usher in Wall Street’s go-go years in the late 1960s and led to a power struggle with Sandy.

Cohen, Peter The brash financial wizard and operations expert worked tirelessly at Sandy’s side in building the first securities empire until he decided to escape Sandy’s shadow.

Collins, Paul Citicorp’s vice chairman, he was the liaison between Sandy and John Reed in negotiating the blockbuster merger of Travelers and Citicorp.

Dimon, Jamie The “golden boy” protégé, he began working with Sandy straight out of Harvard Business School and was like a son to Sandy until he tangled with Sandy’s daughter and paid dearly.

Dimon, Theodore “Ted” Jamie’s father, he was a hugely successful stockbroker whose family became close friends with the Weills after Sandy took over Shearson in 1974.

Druskin, Robert One of Sandy’s trusted aides, he held many operations and financial posts in both of Sandy’s empires.

Falls, Alison Sandy’s executive assistant, she followed him into exile from American Express and provided key support until he regained his footing with the purchase of Commercial Credit.

Fishman, Jay A zealous cost cutter, he helped turn around Travelers’ insurance operation but ultimately grew impatient waiting for Sandy to formulate a succession plan.

Ford, Gerald The former president of the United States became a “trophy” director in Sandy’s companies, a position that gave him wealth beyond the dreams of many career politicians.

Gerstner, Louis Sandy’s rival at American Express, he worried that the brazen Shearson crew would tarnish the carefully cultivated image of his green and gold cards. He later became CEO of RJR Nabisco and then IBM.

Glucksman, Lew The tough-talking trader, onetime Lehman Brothers CEO, plotted with Sandy over martinis how to shake up the sleepy and comfortable Smith Barney.

Golub, Harvey Granted his wish by Sandy to run an American Express division, he rose to become the CEO of the credit-card giant. He returned the favor by selling Shearson back to Sandy.

Greenhill, Robert With much fanfare, the star investment banker brought his Morgan Stanley cronies and their fat paychecks to Smith Barney but failed to deliver the M&A business Sandy expected.

Grubman, Jack Sandy’s controversial $20-million-a-year telecommunications analyst was the darling of the soaring 1990s but was quickly dubbed the villain—and posed a threat to Sandy—when it all came crashing down.

Harris, J. Ira A longtime friend of Sandy’s, the seasoned deal maker shrewdly steered the delicate negotiations of the Primerica acquisition that nearly broke down over jets and golden parachutes.

Jackson, Jesse The civil rights leader developed a mutually beneficial bond with Sandy, forged by their respective encounters with racism and anti-Semitism.

Levitt, Arthur An early partner, he saved Sandy in a firm shake-up but grew frustrated at Sandy’s claiming exclusive credit for Shearson’s huge success. He ultimately became chairman of the Securities and Exchange Commission.

Lipp, Robert The Chemical Bank president joined Sandy in his high-risk comeback and did much of the heavy lifting in the construction of Sandy’s second financial-services empire.

Loeb, John Snubbing Sandy as an upstart on Wall Street, the proud financier and leader of the Jewish “Old Crowd” ultimately succumbed to the modern forces taking hold of the financial district and sold his distinguished firm to Sandy.

Magner, Marge Determined to make it in the man’s world of finance, she toiled in the bowels of consumer lending and rose to become Citigroup’s highest-ranking female executive.

Mannes, Barry The head of Sandy’s least favorite department, the human-resources professional implemented many of his boss’s harshest measures to resuscitate bloated and troubled financial companies.

Mark, Reuben The CEO of Colgate-Palmolive, originally on John Reed’s board, became the behind-the-scenes advocate for better corporate practices in the Citigroup boardroom.

Maughan, Deryck A dapper Brit who fraternized with Sandy on the Carnegie Hall board, he headed Salomon Brothers until he sold it to Sandy. He then endured the “he’s in, he’s out” machinations that were part of Sandy’s control of Citigroup.

McDermott, Mary From the lowly position of “gal Friday” in Sandy’s first firm, she became a public-relations maven for Sandy’s subsequent empires.

Miller, Heidi Initially an aide to Jamie Dimon at Smith Barney, she rose to become the CFO of Travelers and then Citigroup, bearing the brunt of the conflicting styles of Sandy and John Reed.

Pearson, Andrall The ex-president of PepsiCo and former professor at Harvard Business School, he became a pivotal director in Sandy’s second empire and a critical voice in the crisis of leadership at Citigroup.

Pike, Bill The young investor-relations manager helped Sandy boost his visibility on Wall Street and learned much about life with a financial mogul.

Prince, Charles “Chuck” Commercial Credit’s general counsel, the smart workaholic was one of the “treasures” of Sandy’s acquisition binge. A Sandy loyalist, he assumed more important and sensitive roles at Citigroup.

Reed, John The cerebral visionary, whose push for ATMs and credit cards ushered in the modern banking era, astonishingly agreed to merge his prestigious Citicorp with Sandy’s Travelers. The banker faced the final power struggle of his long career against Sandy.

Robinson, James D. III Scion of an Atlanta banking dynasty, the patrician chairman of American Express brought Sandy into the WASP nest, where he became a president without portfolio. Years later, he helped Sandy break into the exclusive old-boys’ club, Augusta National.

Rubin, Robert The highly regarded Treasury secretary was the most sought-after financier in the world when Sandy wooed him to Citigroup. He soon became a kingmaker in the boardroom drama over leadership.

Sheinberg, George After Sandy put clients in his company’s stock, the Bulova CFO became a close friend and then executive for Sandy—until he challenged his boss in a high-stakes meeting at American Express.

Simmons, Hardwick When his family’s old-line securities firm became Sandy’s first acquisition, the well-bred Bostonian became the “token WASP” as Sandy pushed for bigger targets with better names than his own.

Spitzer, Eliot The New York attorney general, dubbed “the Enforcer,” launched a crusade to reform Wall Street’s conflicts of interest and set his sights on Citigroup, as well as his own political future.

Stern, Isaac The virtuoso violinist and passionate president of Carnegie Hall offered Sandy the platform from which he could strengthen a New York institution and smooth his own entrée into Manhattan society.

Thomas, Franklin The ex-head of the Ford Foundation, appointed to the Citicorp board by Reed, became the acting chairman in the boardroom showdown and a key director on the succession and governance dilemmas.

Tsai, Gerald Jr. A mutual-funds gunslinger in the 1960s, the conglomerateur rapidly transformed American Can into a hodgepodge of financial companies called Primerica before bailing out with millions of dollars.

Warner, Sandy The CEO of the elite but staid J.P. Morgan rebuffed Sandy’s merger offer, and then found himself scrambling to compete with the man and the company he had rejected.

Weill, Etta Sandy’s quiet and reserved mother passed down to her son her knack for numbers.

Weill, Joan Marrying Sandy against her parents’ wishes, the ultimate corporate wife became her husband’s closest confidante. His marriage to Joan was Sandy’s most important merger.

Weill, Marc As Sandy’s son, he rose to high-level posts in companies run by his father, until his lifestyle forced him out.

Weill, Max Sandy’s father hurt his son so deeply that Sandy spent his life trying to be the opposite of him.

Williams, Arthur L. An insurance industry renegade who staged revival-style stadium events to promote term-life policies, he sold his company to Sandy and repeatedly taunted his new boss until the association ended in a tearful confrontation.

Willumstad, Robert The unassuming, masterful manager from Chemical Bank rose steadily through Sandy’s consumer-finance and banking operations. Quietly heading Citigroup’s most profitable units, he became the “stealth” candidate to succeed Sandy when he was unexpectedly named president.

Woolard, Edgar The former DuPont chairman, he served as Reed’s staunchest advocate in the battle between the co-CEOs.

Wright, Joe The ex–Reagan administration official and W.R. Grace executive saw his friendship with Sandy wane, then ultimately end, as Sandy’s prominence rose.

Zankel, Arthur A longtime friend to whom Sandy confided on a beach vacation in 1961 that he wanted to build a great financial company one day, he gave Sandy unvarnished, shrewd advice as a director on all of Sandy’s companies.

Zarb, Frank Brought into Sandy’s first securities firm to set up a “back office,” he helped set the stage for Sandy’s unlikely growth through acquisitions in the 1970s.
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Prologue



Sanford I. Weill had been rehearsing his speech all day long, hoping he would be more comfortable when he addressed an exclusive gathering of the nation’s best-known chief executives that evening. But, as usual, it was only making him increasingly nervous.

There was, of course, no reason to be nervous. As the chairman and chief executive officer of Citigroup, Sandy Weill was one of the world’s most powerful executives and his company was the most profitable of all. He met frequently with other distinguished men and women, including presidents, and in those one-on-one sessions he was charming, smart, and funny. But tonight’s gathering held special significance for Sandy. It would take place in the vast confines of the New York Stock Exchange, epicenter of world finance and the place that inspired him years earlier to seek a career in finance. That career had been a remarkable test of will and spirit. In the 1950s, as the son of Polish immigrant Jews, Sandy had struggled to get even the lowliest job on Wall Street. But using his remarkable analytical abilities, coupled with an appetite for money and respect, he had pulled off one coup after another, taking over bigger and bigger companies and melding them into what was now the world’s largest financial empire.

Still, Sandy remained insecure. His rise to power had come at a price. His corporate victories often reflected class warfare: Jew against WASP, immigrant against Mayflower descendant, poor against rich, entrepreneur against establishment. In certain lofty and influential circles, Sandy Weill was disparaged as a street fighter, a brash and ruthless predator who picked off vulnerable prey, companies with big names and bigger troubles. But tonight could change all that.

His chauffeur-driven Cadillac sedan pulled up to the guarded VIP entrance of the New York Stock Exchange, and as Sandy pulled himself out of the backseat, he was awash in glaring camera lights and flashing strobes. A publicity hound, Sandy relished the media attention. Straightening up in his tailor-made Savile Row tuxedo, Sandy, a connoisseur of rich food and fine wine, still looked rumpled with his expansive girth on his five-foot-nine-inch frame. He grinned broadly as he walked through the Big Board’s trading floor, which only a few hours earlier had been packed with screaming traders and clerks frantically tracking the fluctuations of thousands of stock prices. Now some two hundred high-ranking executives and their guests mingled amid the sound of clinking cocktail glasses and easy banter.

And here, pushing his way through the crowd to welcome the guest of honor, came computer wunderkind Michael Dell. At this same event last year, the founder of Dell Computer had been honored as CEO of the Year by Chief Executive magazine, at thirty-six years old the youngest ever selected. Tonight, Sandy Weill would be crowned 2002’s CEO of the Year, at sixty-nine the oldest honoree. As camera crews suddenly veered toward the high-profile and handsome Dell to question him about the emerging crisis of confidence in corporate America, Dell demurred: “This is Sandy’s night.”

The portly financier was strangely childlike in his excitement at the star treatment. When the magazine had informed him of the honor, Sandy actually began shivering. “It’s something I’ve always wanted, and I was running out of time,” he had said. For tonight’s gala Sandy had even had flown in from California his ninety-one-year-old mother-in-law, who had strongly opposed her daughter’s marriage to Sandy when he was an unemployed loser without a college degree. Tonight the Citigroup CEO would show her—and countless others who had underestimated and never fully accepted him—just what he had accomplished.

The lustrous night seemed to be going perfectly. Surrounded by well-wishers and camera crews, Sandy beamed, his wife, Joan, by his side. Some of the nation’s most important chief executives lined up to pay their respects to the man many would have voted “Least Likely to Succeed” when he had started on Wall Street and, for that matter, when he had been ousted from American Express years later. Forced into corporate exile but driven to make a comeback, Sandy had built piece by piece, from out-of-favor, down-on-their-luck corporate dregs, the globe-girdling financial supermarket of the twenty-first century.

Sandy had secured his lifelong climb to the top just two years earlier, when he pushed out his last rival, John Reed, to become sole heir to the Citigroup crown. After boldly convincing the world’s best-known banker to merge Citicorp’s credit-card and consumer-bank behemoth into Travelers’ insurance and securities concern, Sandy had agreed to share power with the unlikely partner. But after a tumultuous collaboration, the brazen and instinctual Sandy outmaneuvered the reserved and cerebral Reed.

Even as he basked in the congratulations of his fellow executives, Sandy was growing increasingly anxious. He fidgeted, glancing often at his watch. While he enjoyed the adulation, he seemed ready to get upstairs to dinner so he could get his acceptance speech behind him. This night’s message couldn’t be the easy “thank you and good night” he was accustomed to delivering. In an economic environment of impoverished investors and company scandals, he had prepared a rallying cry for corporate chiefs. Now that the long bull market had come crashing down, investors, politicians, and regulators were out for blood. No longer an underdog, Sandy Weill and Citigroup—and American business in general—were under attack as symbols of the soaring 1990s’ corporate greed and excess. Sandy’s own empire was feeling the heat: His bankers had done deals with WorldCom and Enron, both now bankrupt and mired in scandal, and the media was full of stories about the unseemly favoritism of giving hot stock issues to corporate fat cats at the expense of small investors. The pressure on Sandy could only have been intensified by the joking comment made by Andrall Pearson, a longtime director of first Travelers, then Citigroup, when Pearson learned that Sandy had been tapped as CEO of the Year. “Get your parachute ready,” Pearson had warned. “I’ve never seen anyone get that big an honor who doesn’t come tumbling down the mountain. When you’re at the peak of your recognition, the seeds of your disaster have already been sown.”

Tonight, Sandy hoped to put much of the mounting criticism behind him. The tension was telling: The bags under his eyes were dark and puffy, and he was beginning to break out in a sweat.

But before he could begin, giant television screens prominently positioned throughout the Stock Exchange floor flashed a picture that caught his attention—and that of nearly everyone else. There on the screen was Jack Grubman, the controversial $20-million-a-year Wall Street analyst who worked for Sandy. The footage was of Grubman’s appearance that very afternoon before a congressional panel probing his close ties with the bankrupt and fraud-plagued WorldCom.

A congressman unexpectedly asked the star telecommunications analyst of Salomon Smith Barney, Citigroup’s securities unit, if he ever doled out scarce shares in hot stock issues to WorldCom executives, a practice known as “spinning.”

On every TV above the trading floor, the dark and intense Grubman looked stunned.

“I can’t recall. I don’t—I’m not saying no. I’m not saying yes,” Grubman fumbled.

Sandy gamely tried to ignore the television but couldn’t help glancing nervously over his shoulder at the screen above his head. The guests in black tie and evening gowns mingling on the Stock Exchange floor had several opportunities to watch the damaging Grubman video. CNBC repeatedly ran the hearing footage as the day’s top business story.

Citigroup executives there to honor their boss instantly knew Grubman’s remarks meant big trouble. Chuck Prince, longtime general counsel and now chief operating officer, disgustedly thought Grubman was coming off almost like John Dean during the Watergate hearings. And of all days for this to happen, Prince worried. He knew Sandy regarded tonight’s ceremony as the equivalent of a sports figure being inducted into the Hall of Fame. Sandy had eagerly confided to Prince how much he looked forward to having his head “cast” for the bronze bust of his likeness, which would join those of corporate luminaries Bill Gates and Jack Welch.

Bob Willumstad, Citigroup’s president, worried about Grubman’s ominous image depriving Sandy of his glorious night. Miserable timing, he thought as he moved with the other guests from the trading floor to the Stock Exchange’s wood-paneled and chandelier-filled boardroom. Willumstad took his seat at the head table next to Sandy’s mother-in-law.

As they suspected, the video took its toll on Sandy. Already nervous about his speech, the Citigroup chairman was now visibly distraught. He ate his ketchup-doused filet mignon quickly and guzzled his red wine. His celebration was looking more and more like punishment. Rather than enjoying the festivities, he looked around uneasily. Several times, he complained that the occasion was behind schedule. At 9:30, he finally asked the event’s host, “It’s getting late, isn’t it?”

By the time Michael Dell introduced him as this year’s CEO of the Year, Sandy looked pasty and sweaty. He raised the crystal trophy above his head in a victory salute and joked about the age difference between the baby-faced billionaire and himself, a much older billionaire. Then he began to read his speech.

“Tonight is a time to be serious,” he began, noting the year’s extraordinary business challenges, including the global recession, terrorism, the meltdown in Argentina, and the largest bankruptcy in American history.

“These corporate scandals have shaken our faith in America’s financial system,” Sandy said, as beads of perspiration spread across his forehead. “They have also called into question the integrity of our corporate executives.”

Within minutes, sweat was rolling down Sandy’s cheeks. The script he nervously clutched was originally designed to show his leadership in addressing the public’s concern about corporate abuses. But the words he spoke tonight would mean little. It would be his actions in the coming days and weeks and months that would make—or break—his reputation.

“We must begin asking what we, as CEOs, have to do, however challenging and uncomfortable it may be,” Sandy said, adding what would have been heresy to him even a few weeks earlier: “We must be conscious of a broader purpose than simply delivering profits.”

As soon as the speech was over, a champagne toast was offered to Sandy. Visibly relieved to be finished, Sandy yelled out—far louder than decorum allowed—“I want some gin!”

Joan Weill rushed to her husband’s side. Sandy wiped his drenched face with a handkerchief. Then Joan took his hand to lead him off the small stage. She gasped, “Sandy, your hand is like ice!”









1

Crashing the Gates




At age twenty-two, when most young men are eagerly laying plans for their careers, Sandy Weill was facing failure. In one shattering night the future that he had thought would be his had utterly evaporated. His dreams of joining the family business were in ruins, his beloved mother was suddenly facing life alone, his classmates would soon be graduating without him, and the woman he desperately wanted to marry was being told to dump him. All because his father, Max Weill, went out for cigarettes one night and didn’t come back.

For Sandy, the pain of failure was all the worse for how hard and long he had struggled to achieve even a smattering of success. As a child growing up in the Bensonhurst section of Brooklyn, short and chubby Sandy was an easy target for the bullies who often sent him scurrying to his mother’s protective skirts. Shy and reclusive, he made no close friends at school and stood in fear and awe of his handsome, ebullient father, Max, who often scolded Sandy for not being more rough and tumble and not standing up for himself. His only real friend was his little sister, Helen, who worshiped her brother. During summers at their grandparents’ farm, Sandy would dig worms so that he and Helen could fish in the pond and then dutifully bait her hook and remove any wriggling fish she caught. But even with her, Sandy kept his feelings to himself. The two could sit together for hours listening to New York Yankees games on the radio without exchanging a word.

All that began to change when fourteen-year-old Sandy was enrolled at the Peekskill Military Academy, a boarding school near his grandparents’ farm. The school emphasized both sports and scholarship and kept students’ days full of activities. At five feet nine inches Sandy was too small for the football team, but much to his own surprise, he honed his tennis skills, acquired during earlier summer camps, to win many school tournaments. He became captain of Peekskill’s tennis team and even played in the Junior Davis Cup. The physical regimen of calisthenics every morning and sports every afternoon melted away some of the baby fat. At the same time Sandy realized he liked learning and was good at it. He would bang out his homework assignments in an hour or two and then nag his roommate, Stuart Fendler, to finish his assignments so the two could head for the school canteen for ice cream. Yet while excelling at both sports and academics, Sandy never became a leader on campus or even a very popular student. At graduation, when seniors predicted what would become of their classmates, no one predicted Sandy would do anything exceptional. He told classmates he planned to join his father’s steel-importing business. In a school skit, Sandy even cast himself as the owner of Super Deluxe Steel Plating Co., with five plants across the country.

Max Weill’s inaptly named American Steel Co.—it dealt almost exclusively in imported steel—was his second business venture. Like many young Jewish men whose parents had emigrated from Eastern Europe, Max first went into the rag trade, where his good looks, flirtatious ways, and free spending won him a strong clientele as a dressmaker. Etta Kalika, whom Max married in 1932, couldn’t have been more different. Plain, conservative, and thrifty, Etta refused to wear the fancy clothes Max brought her and preferred to spend her time visiting her parents, who lived downstairs from Max and Etta in a three-family home the parents owned, and caring for her two children, Sandy and Helen. While the dressmaking business was successful, Max Weill, who treated himself to a weekly haircut and manicure, was always on the lookout for the next big opportunity. One opportunity he found—to violate wartime price-gouging regulations—earned him a $10,000 fine and a suspended prison sentence and prompted him to leave dressmaking for good. After an abortive move to Miami during the war, Max and Etta were back in Brooklyn by 1945, this time in the Flatbush neighborhood, and Max had set up American Steel.

Sandy’s outstanding academic record at Peekskill opened the doors of prestigious Cornell University where, true to his intentions to join his father’s business, he declared a major in metallurgical engineering. But as so many college freshmen discover, college is about a lot more than classes. With thirteen Jewish fraternities eager to sign up new pledges, Sandy found himself a hot property. AEPi was particularly interested in recruiting him, and Sandy wanted to make a good impression. The composure and confidence—or at least the appearance of it—developed in military school, as well as the free-flowing alcohol, helped him overcome his innate shyness. Though never comfortable in social settings, he found he could be sociable and even charming. His tennis skills, applied to the game of table tennis, impressed the fraternity brothers.

Once AEPi accepted him, Sandy fell into a common pattern: alcohol and parties at night, missed classes in the morning, and weekends full of dates. By Thanksgiving of his freshman year Sandy was on probation and realized that the rigors of metallurgical engineering were not conducive to his new lifestyle. A switch to Cornell’s liberal-arts program enabled him to resuscitate his grade-point average without making a serious dent in his heavy schedule of dating, eating, and drinking. Indeed, it was during his freshman year that Sandy began to indulge what would become a lifelong passion: food. Sandy and his frequent Ping-Pong partner Lenny Zucker, who shared Sandy’s obsession with eating, would plan weekends around where they were going to eat. It helped that Sandy had a car, a new yellow Pontiac convertible, and a credit card, both supplied by his father. Yet he wasn’t extravagant. On the way to pick up their dates for a dinner at a famous Finger Lakes restaurant, Sandy warned Zucker to let the girls order first. “They’ll order the liver, the cheapest thing on the menu, and then we can have steaks,” a prediction that turned out to be dead on.

Despite his shortish stature and less-than-suave manners, Sandy had more than his fair share of dates at Cornell. He was especially adept at spotting and romancing the Cornell coeds who came from moneyed families. But when he was twenty-one and visiting home during his junior year, his aunt Mabel, a self-professed matchmaker, told her nephew about Joan Mosher, a student at Brooklyn College who lived with her parents in Aunt Mabel’s neighborhood of Woodmere, Long Island. Overcoming an initial bout of shyness, Sandy telephoned Joan and came away from the call convinced he really wanted to meet this woman. Their first date, April Fool’s Day, 1954, ended in the wee hours of the next morning as the two found one thing after another to talk about. Smitten, Sandy vowed to friends that he was going to marry Joan Mosher and, true to that pledge, he never dated anyone else. Joan’s gracious poise, empathetic manner, and tall, slender figure were an irresistible package to the Brooklyn boy who was just about the opposite—awkward, short, and stocky with a cockiness that tended to hide his shyness. To be closer to her, Sandy would spend weekends with his aunt Mabel, sleeping on her sofa during the few hours he wasn’t with Joan. Joan’s family lived in a new upscale development in Woodmere, in an upper-middle-class home with a large yard. Her father, Paul, was in public relations, and the family lived in a country-club milieu that Sandy had never experienced. While the Moshers didn’t directly object to Sandy, it wasn’t hard for Sandy to recognize that they weren’t thoroughly pleased that Joan was getting serious with someone who didn’t seem to be as ambitious or as polished as they might have liked.

While his brief foray into metallurgical engineering ended in near disaster, Sandy still intended to join his father’s business. With that certain opportunity ahead, he thought little about career planning, unlike friends who were aiming for law school or joining professionally oriented groups on campus. He continued to coast through school, posting reasonable grades in easy courses while spending as much time with Joan as he could. By spring of 1955 the young couple began planning an elaborate wedding to be held shortly after Sandy graduated.

Then Max Weill sprang his stunning surprise. Leaving the house on the pretext of going for a pack of cigarettes, Max phoned his unsuspecting wife to tell her he had long been having an affair with a younger woman and now he intended to divorce Etta and marry his lover. Reeling, all Etta could think to do was call her son. The news floored Sandy. He had known his parents were very different from each other, but he had never even considered the possibility that they might divorce. As soon as he recovered his wits, Sandy jumped into his convertible, sped off to pick up his sister at Smith College in western Massachusetts, and then drove through the night to confront Max, who was living with his mistress. It was only then, as he and Helen tried desperately to convince Max to come home, that his father struck a second shocking blow: He had secretly sold American Steel months earlier. There was no steel business and no job for Sandy.

Defeated and despondent, Sandy returned to Cornell. His family was disintegrating before his eyes, and his long-held dream of setting up as a prosperous steel importer had evaporated, literally overnight. Yet more was in store. While he and Helen were comforting their mother in Brooklyn, Sandy missed a crucial exam in his accounting class. The professor wouldn’t listen to explanations or excuses, and suddenly the shaken senior didn’t have enough credits to graduate with his class. Joan’s parents seized on the crisis as ammunition to foil the pending wedding. Their daughter’s suitor wouldn’t have a college degree. Worse, his parents were divorcing in a scandalous affair. “The apple doesn’t fall far from the tree,” Paul Mosher warned his daughter before offering her a trip to Europe if she wouldn’t marry Sandy.

But Joan and Sandy had forged a bond that neither scandal nor parents could break. In a last-ditch effort to remove at least one of the Moshers’ objections to him, Sandy convinced the Cornell administration to let him take a make-up exam for his accounting course. He took the exam on the Monday before the planned wedding and was notified he had passed on Thursday. Cornell wouldn’t be issuing diplomas again until the next fall, but at least Sandy had graduated. The wedding went ahead as planned, despite the obvious tension between Sandy and Joan’s parents and without the presence of Max Weill, whom Sandy had forbidden to attend lest his presence upset Etta. The elegant ceremony took place at the Essex House in Manhattan, across from Central Park. Sandy was ecstatic to be marrying the beautiful and graceful woman who had become his closest friend. And while Sandy was neither a debonair nor an elegant groom, Joan Weill recognized a diamond in the rough. She loved him for his loyalty, drive, and sense of humor—and for putting her on a pedestal. The honeymoon took the couple to Florida for the entire summer, courtesy of Max Weill, who now lived there with his new wife. Sandy and Joan toured the state, putting their hotels and meals on his father’s credit card. The expenses-paid honeymoon was more than Max Weill’s wedding gift—it was his effort at reconciliation with his still-angry son.

Learning the Back Office

Usually Sandy got no further than the receptionists’ desks. By the fall of 1955, Wall Street had gotten a reputation as a good place to make some money, and Sandy spent weeks trudging through Lower Manhattan making cold calls on the firms lining the narrow streets. Often he passed directly in front of the City National Bank, its facade decorated with a frieze called “The Titans of Finance.” But with his heavy Brooklyn accent, cheap suits, and perennially sweat-soaked shirts, about all Sandy could persuade the receptionists to do was take his resumé. He knew it wasn’t much of a resumé. A liberal-arts degree, even from a prestigious school like Cornell, didn’t do much to prepare a guy for a job in what was then called “high finance.” And his work experience consisted of two weeks selling the Greater New York Industrial Directory to local businesses, a job from which he was fired after making only one sale in those two weeks. What it took Sandy longer to realize was that the banks and securities firms crowded into the financial enclave considered themselves a culture operating in a world apart from other industries. Only the well-bred, the well-dressed, the well-off, and the well-connected need apply. For decades the Street had been dominated by firms like J.P. Morgan and Morgan Stanley, whose managing directors and brokers enjoyed memberships in the prestigious clubs along Hanover Square that openly or informally prohibited blacks, Jews, and women. Moreover, many of those men had attended the same prep schools and colleges and could trace their Protestant roots to the Mayflower. Certain brokerage houses and investment banks, such as Goldman Sachs, welcomed and promoted Jews, but only those descendants of German Jewish emigrés; they carried a distinct bias against the sons and grandsons of Eastern European Jews, like Sandy.

Pervasive as they seemed, Wall Street’s prejudices were focused mostly among the brokers and managing directors, the “front office” that solicited and cared for clients, mostly wealthy individuals. The “back office,” where the accounting, record keeping, and other mundane tasks of high finance were carried out, was a different story. And that’s where Sandy finally got a break. More of a crack, really. Bear Stearns, very much a second-tier firm among Wall Street’s powerful brokerage houses, needed another runner to deliver securities certificates to other firms. “Runner” wasn’t really an apt description of the job. The brokerage firms preferred reliability over speed, and most of the runner jobs went to old men looking to augment their Social Security checks or to escape the boredom of retirement. But business was good for Wall Street, and the twenty-two-year-old Weill seemed reliable enough. The job paid only $35 a week, but it literally opened doors for Sandy. Delivering stock certificates around Wall Street, anchored by the New York Stock Exchange with its colossal Corinthian columns and marble-walled, gilt-ceilinged trading room, gave Sandy a chance to watch brokers in action. Each lunch hour was devoted to close observation as brokers slammed down phones, raced to fill out trading slips, and shouted to one another about the latest blip disclosed by the chattering Dow Jones News Service machines. The adrenaline rush he got from simply watching the action was addictive. Sandy had to be part of that club.

One day it dawned on Sandy that a detour might take him where he wanted to go. At Cornell he had been a member of the Reserve Officers’ Training Corps—ROTC—an organization designed to prepare college students for a stint in the military as officers. Sandy’s ROTC unit was affiliated with the U.S. Air Force. It wasn’t a big leap, then, to calculate that serving four years as an Air Force pilot would give a guy—even a guy of Eastern European Jewish descent—a credential that could gain him admission to the broker training programs that had once rejected him. The plan might have worked. Pilots had to have fast reactions and good decision-making skills—excellent prerequisites for a broker’s job—and military service carried some clout on Wall Street. But he never got the chance to find out. With the Korean War long since ended, the military was winding down and setting tough new standards for new recruits. An Air Force dentist examining potential recruits found a spot of decay on one of Sandy’s teeth. Application denied.

Now desperate—he and Joan were expecting their first child—Sandy pleaded with his bosses at Bear Stearns to at least let him have a crack at taking the mandatory brokerage licensing examination. He would study on his own while continuing to do his daily chores in the back office. They consented: If he could pass the examination, he would get a shot at being a broker. In the meantime, whether to encourage or discourage him, they began giving Sandy more responsibilities in the back office. First they made him a quote boy, a post in which he worked directly for a boisterous trader named Cy Lewis, who would later become a legend among Wall Street traders. Lewis would yell for a price quote on some stock, and Sandy would punch the necessary symbol into the quote machine to get it for him. Next he became a margin clerk, keeping track of the loans Bear Stearns made to customers to allow them to buy more stock, which was in turn used as collateral against the loan. If a stock’s price fell—that is, the collateral securing the loan declined in value—it was Sandy’s job to let a broker know that his client needed to either put up more cash as collateral or sell the stock to repay the loan. Few brokers had any concept of how important these and dozens of other menial back-office jobs were to the smooth functioning of their firm. Fewer still had any idea about how to do those jobs. But Sandy was fascinated by the intricacies of the back office, even while studying for the exams that might let him move to the front office. Less than a year after his desperate plea, Sandy Weill passed his exams and became an officially licensed broker at Bear Stearns.

The Coincidental Partner

It wasn’t much as apartments go, a one-bedroom next to the railroad tracks in East Rockaway. But the monthly rent of $120 was affordable and the commute to the city was easy. More important, it let the young couple get away from Joan’s parents and Sandy’s mother, with whom they had been alternately living since returning from their Florida honeymoon. But the best thing about the new apartment was that they lived across the hall from Arthur and Linda Carter, another young Jewish couple. The two couples formed an instant bond. Linda, who had just given birth to the Carters’ first child, offered comfort and advice as Joan neared the end of her pregnancy. Arthur had majored in French at Brown University and had considered a career as a concert pianist before joining the U.S. Coast Guard during the Korean War. As the war wound down, Arthur began looking for a job on Wall Street. Dressed in his Coast Guard uniform, he managed to secure an interview with Bobbie Lehman, the head of Lehman Brothers and grandson of one of the founders. A former army man, Lehman, who ran the firm as his own personal fiefdom, liked the urbane and handsome young man and hired him as a rookie investment banker in the department that advised industrial concerns. But Carter had no upper-class pedigree, no Wall Street connections, no family money, and he soon discovered he wasn’t being paid as much as his colleagues. When the Weills moved in across the hall, Arthur Carter suddenly found himself with a neighbor who shared the brunt of Wall Street’s prejudices. The two families often cooked dinner together, Arthur and Sandy rode the train together each day, and they frequently met for lunch, since neither was invited to join the private clubs to which other brokers belonged. The conversation always concerned business and the Street, and how they would run the place if they were in charge.

Sandy’s brokerage career began in a decidedly different way from most others. Rather than making phone calls or personal visits to solicit clients, Sandy found he was far more comfortable sitting at his desk, poring through companies’ financial statements to see how fast they were growing or examining the disclosures they made to the Securities and Exchange Commission about their business. He often found little nuggets of information that persuaded him a company’s stock was a good buy or to be avoided at all costs. For weeks his only client was his mother, Etta. Joan, who knew very well Sandy’s tendency to avoid public contact, managed to double his clientele one weekend when they ran across one of her old boyfriends, Michael Weinberg, at the beach and Joan persuaded him to let Sandy sign him up for a brokerage account. She began calling Sandy at the office each day, sometimes several times a day, to warn him to “get off your duff and make some calls.” Her nudges helped Sandy overcome his shyness, and he began building a client base centered around his Brooklyn roots. The area merchants and professionals Sandy convinced to open accounts also became a source of new business as word spread about the successful stock picks he had put in their portfolios.

But there were limits to working at Bear Stearns. Bigger brokerage firms had a wider array of financial products, from mutual funds to hog bellies, to offer their clients. If a broker could sell two or three commission-generating products to each client rather than just one, each sales call would be far more profitable. With his track record on stocks and a solid, if small, client base, Sandy moved in 1956 to Burnham & Co., a Jewish firm run by I. W. “Tubby” Burnham. Each night as Burnham headed out the door, he could see young Sandy hunched over his desk, searching for tidbits of information in company reports or making cold calls to pitch new clients. With new products to sell to his old clients and the wide array of product offerings to attract new clients, Sandy grossed $25,000 in sales in his first year at Burnham and took home a third of it, or about $8,000.

While Sandy was building his brokerage business, Arthur Carter decided that he could further his career at Lehman Brothers if he had a business degree. Although Sandy argued against it—Carter already had a job at one of the most powerful Wall Street firms—Carter applied to and was accepted by Dartmouth’s Amos Tuck School of Business Administration, his tuition to be paid by the government under legislation for veterans of the Korean War. When Carter left for school he gave Sandy $5,000 to put into a brokerage account for him. He called Sandy daily from Hanover, New Hampshire, to compare notes about stocks that might be good buys and to share some of the insights he was gaining from his classes and classmates. By graduation, Carter’s investment, managed by Sandy, had grown to $60,000. Carter was right about what additional education might do for him: When he returned to Wall Street with his business degree, he joined an old-line investment banking firm, Lee Higginson & Co., that offered him 50 percent more money.

Despite their success, Sandy and Carter never stopped talking about how they would run a business. As 1960 dawned, the two men could do more than talk. They were experienced, they were earning good salaries, they had moved their families into bigger suburban homes in affluent neighborhoods (although Sandy and Joan rented rather than owned their home) where Jews were welcomed, and they had some money in the bank. The idea of starting their own firm was immensely appealing. If they owned the firm, they could keep all the fees and commissions they generated. But it was also frightening. Sandy’s brokerage business would generate immediate commissions if, as he presumed, his clients followed him to the new firm. It was much less likely that the companies Carter advised at his investment-banking firms would follow him to a small new outfit. There was no way to know how long it might take for Carter to begin generating fees. One solution, Carter suggested, would be to bring in another broker who, like Sandy, could begin generating commissions immediately. And he had just the person in mind, an old friend named Roger Berlind, a Princeton English major working at Eastman Dillon. Like Sandy, Roger Berlind was Jewish and had endured the same humiliation trying to break into Wall Street—thirty consecutive rejections before Eastman Dillon hired him—and it wasn’t hard to persuade him to join them. While his first impression of Sandy was of someone gruff and unsure of himself, Berlind recognized that Sandy knew the brokerage business thoroughly and was very smart. Berlind also suggested that they attempt to recruit his friend Peter Potoma, another broker at Eastman Dillon. Not only was Potoma married to money, he was an Italian, and so more welcome on the New York Stock Exchange floor than a Jew.

Before the quartet made their final move, Sandy went to Tubby Burnham, who had started Burnham from scratch twenty-five years earlier. Would he support Sandy’s effort to start a new firm by agreeing to handle the fledgling firm’s back-office business? With Burnham’s blessing, the four young partners each contributed $60,000 for a total of $240,000—enough to buy a seat on the New York Stock Exchange for $160,000, rent a tiny office, and hire one secretary. To fund his share Sandy went to Etta. She lent him $30,000—more than half of what she had—and Sandy used all but $1,000 of his and Joan’s savings, money they had set aside to buy anew house, to make up the rest. In May 1960 the new firm of Carter, Berlind, Potoma & Weill opened in a cramped two-room office at 37 Wall Street. The four partners shared one room; a secretary and reception area occupied the other. At the end of their first day in business, the firm, minus the secretary, took itself to a celebratory dinner at a fine French restaurant on Third Avenue. But without their wives—the four didn’t think they could afford to bring them—the dinner wasn’t much fun. Sandy felt the fear of failure gnawing at his gut. He was risking nearly everything he and Joan had.

Digging for Details

New firms, even on Wall Street, don’t just start minting money. True, Carter, Berlind, Potoma & Weill began with the customer base that the three brokers brought with them. But they knew that to survive, much less thrive, they would need something that brought them to the attention of the professional money managers and wealthy individuals who typically gravitated toward the well-known names of Wall Street. In 1960 Wall Street was still basking in the lucrative “fixed-commission” system, in effect a government-backed price-fixing scheme that forbade brokers from under-cutting one another’s prices to attract business. So like any other small firm trying to break into the near monopoly that the big Wall Street firms enjoyed, Carter, Berlind needed a gimmick. That gimmick turned out to be Sandy’s brain.

Brokers at the big Wall Street firms may have come from good schools and respected families, but they weren’t known for towering intellects. Life was easier if they wined and dined their clients, took them to baseball games or Broadway shows, and then recommended mostly big blue-chip stocks, instantly recognizable companies whose names appeared almost daily in The Wall Street Journal. After all, these big companies had a well-known history and provided familiar products or services. And if clients didn’t want the big blue-chip companies, the brokers could offer them hot new technology stocks from companies in electronics, atomic energy, or space exploration. It wasn’t necessary for a broker to build a detailed case for why an investor should buy any of those stocks. More to the point, the brokers’ commissions were fixed: They would make the same amount of money regardless of whether they put in hours of tedious research.

But socializing repelled Sandy. He wasn’t articulate or polished, and he hated making small talk. Let his partners take care of that. He much preferred sitting at his desk, a Te-Amo cigar clenched in his teeth, mining documents for information. Sandy’s desk was always overflowing with sheafs of pink paper. The “pink sheets,” as they were aptly called, were printed by the National Quotation Bureau, the forerunner of the NASDAQ market and a listing agent for companies that weren’t big enough, profitable enough, or respected enough to be listed on the exclusive New York Stock Exchange. The pink sheets listed that day’s “bid” and “ask” for individual companies whose stocks could be bought “over the counter,” another way of saying that the stocks were handled not through a central exchange like the NYSE, but by individual brokerage firms that “made a market” in a particular stock. Sandy would spend hours poring over the pink sheets, looking for unknown companies with the right combination of growth rates, debt levels, profit margins, and other financial details that signaled a good investment. After he had identified a possible target, he would start checking other sources, including documents filed with the Securities and Exchange Commission and anything else that might give him some insight into the company’s growth potential and its stock’s value. One of the first little gems he discovered was a small company called Associated Transport Inc., a freight hauling company whose stock traded between $7 and $13 a share in 1960. Based on his research into the obscure company, Sandy concluded it had good growth potential both as a company and as a stock, and he began recommending that clients buy it. By 1964 the stock was selling as high as $43. Investors who followed Sandy’s advice would have quadrupled their money in four short years.

But most wealthy investors didn’t appreciate the benefits of research and didn’t want to risk their money on the stocks of unfamiliar companies. They were content to accept whatever returns they could get from their big blue-chip stocks. Thus a firm like Carter, Berlind held little interest for them. And Carter, Berlind’s one measly, unattractive office—as opposed to a firm like Merrill Lynch with its vast network of branches—wasn’t exactly inviting to well-heeled individual investors. Fortunately, however, some fundamental changes taking place in the nature of investing in 1960 ensured that Carter, Berlind would prosper nevertheless. One of those changes was the growth of mutual funds, investment vehicles that pool the financial resources of thousands of individual investors to buy stocks and bonds in bulk cheaper, with more knowledge, and with less fuss than the individuals could do by themselves. Mutual funds had been around for years, but only in the 1950s did they become an important part of the investment scene. Incomes were rising fast enough to allow more families to save part of their paychecks, and the stock market’s spectacular rise in the 1950s, when the Dow Jones Industrial Average tripled in value, lured increasing numbers of small investors who were not welcome customers at the big brokerage houses. Then, as now, mutual-fund companies competed against one another based on how much they could increase their customers’ money. Consequently, fund managers began to look for undiscovered companies with quick growth potential.

One day in 1960 a Bostonian named Edward C. “Ned” Johnson III called the firm to discuss one of its highly detailed research reports. Ned Johnson was a research analyst at Fidelity Management & Research Co., which his father had founded years earlier to advise the Fidelity Fund, one of the earliest mutual funds. Soon the young Ned Johnson was picking the brains of Carter, Berlind in weekly phone calls and executing profitable trades following their research. With Fidelity as their first institutional client, the founders realized their research prowess could be a powerful tool to attract other institutional clients such as pension funds, for which they would execute much larger trades—generating bigger fees—without having to support a capital-intensive branch network. The firm, along with another upstart called Donaldson, Lufkin & Jenrette, quickly developed a niche as a “research boutique.”

Sandy didn’t confine his research to the office. One weekend in 1963 an acquaintance complained about all the overtime he was putting in at the Bulova Corporation factory where he worked. Bulova had just introduced a new watch called the Accutron, the first wristwatch to use electronics rather than springs and levers to keep time, and they were flying out of the stores as fast as they could be made. After grilling the man for more details about the new watch, what it cost to make, and what Bulova charged jewelers for the watch, Sandy came to the office the next Monday and told his colleagues to start buying Bulova stock for the firm’s account and recommending it to clients as a “buy.” Carter, Berlind’s buying was so persistent that it soon attracted the attention of Bulova’s assistant treasurer George Sheinberg, who began inquiring about Carter, Berlind. None of his fellow executives at Bulova had ever heard of the firm. Likewise, Sheinberg’s contacts on Wall Street knew nothing about it. Finally Sheinberg called Sandy directly to find out why the firm was so eager to own Bulova stock. The two met over a chicken Kiev dinner and began a friendship.

The next year Bulova needed more working capital to expand its production of Accutron watches. To raise the money, the company hired Goldman Sachs, a prestigious and powerful firm whose senior partner, John Weinberg, sat on Bulova’s board. Goldman would be in charge of putting together a syndicate, a group of Wall Street firms that would buy bonds from Bulova, then resell them to investors. Typically the syndicates were composed of a dozen or so well-regarded Wall Street firms. Sheinberg, however, suggested that Carter, Berlind be included in the syndicate. Weinberg checked with his colleagues at Goldman Sachs, who told him that Carter, Berlind was a firm of “nobodies” and shouldn’t be part of the syndicate. But Sheinberg was adamant; without Carter, Berlind’s heavy purchases of Bulova stock and research reports recommending that their clients buy it, too, Bulova’s stock would not be nearly so high and raising money would be much more difficult. Goldman relented and let Carter, Berlind into the syndicate, but only for a minuscule 1.9 percent of the deal. Still, it was the first time the firm had been admitted into a syndicate run by one of Wall Street’s old-guard firms. Goldman made sure, however, that the upstarts at Carter, Berlind knew who was in charge: The name of the tiny firm was left out of the standard “tombstone” ad announcing the deal in The Wall Street Journal.

In their first year in business the three brokers each brought in about $75,000 in commissions, reinvesting all but their meager—at least by Wall Street standards—$12,000 salaries. Each of the three had a different approach to the business. Sandy let his thinking do his selling. It was his ideas and roll-up-the-sleeves analysis that attracted clients who made money on his smart though often obscure stock picks. Because of his un-ease in social settings, he preferred letting the other partners do the client hand-holding. His colleagues happily obliged because they feared Sandy’s disheveled working-class appearance and his habit of endlessly smoking or chewing cheap cigars would drive away clients. At their urging, he bought a hat like one he had seen President John F. Kennedy wear. But it looked absurd on the chunky twenty-seven-year-old, and he wore it only once.

Roger Berlind, a tall, thoughtful, soft-spoken man with horn-rimmed glasses, was almost the antithesis of a fast-talking stockbroker. His blood didn’t pulse with the market gyrations as did the others’; he simply went into the business after his first love of writing show tunes didn’t pay the bills. He was the most pleasant of the four to be around, the most presentable, and therefore the most likely to meet with the institutional clients such as Ned Johnson. His sweeter disposition made him an easy target for his hard-charging colleagues, who deemed him “barely Jewish” because of his tony Princeton degree and his Gentile wife and friends.

Peter Potoma was the wild card among the four founders. A savvy stockbroker, he could sell stocks better than either Sandy or Berlind. But Potoma frequently disappeared for days at a time. The partners let him get away with it for longer than they should have, primarily because his rich father-in-law sent Carter, Berlind a significant chunk of business.

While the three brokers worked the phones, Arthur Carter, the aspiring investment banker, was quietly assuming control of the firm, even though the partners never elected him or anyone else to be the head. Precisely at 5:00 P.M. each day, Carter brought out the firm’s ledger book, in which he had meticulously recorded the number of shares traded by each of the three brokers and compared their commissions against the day’s cost of operating, creating a daily profit-and-loss statement. If one of the brokers had an especially good day, he would leave the office after the daily ledger review feeling like the king of the mountain. A bad day, however, made whoever experienced it feel like the world’s worst loser. Carter’s domineering and dry personality reflected his worries about the down-and-dirty nature of the firm that bore his name. Fancying himself a graphic designer of sorts, he fashioned the stationery and business cards for Carter, Berlind, Potoma & Weill. The design was elegant, crisp, and traditional, an effort to make the hole-in-the-wall firm that no one had heard of look like one of the mainstays of the Wall Street Club.

But the outlander firm was faced with a crisis in credibility early on. In the winter of 1962 the New York Stock Exchange notified Carter, Berlind that it was bringing disciplinary proceedings against Potoma for violating the exchange’s rules. The troubled broker had engaged in a pattern of “free-riding” in his and his wife’s accounts by buying stock on its way up without paying for it and then selling later to cover the original purchase price. Having a partner disciplined by the New York Stock Exchange could destroy the firm, especially among the institutional clients it was so ardently courting. Moving quickly to save themselves, the other three partners took over Potoma’s New York Stock Exchange seat, forced his resignation, and dropped his name from the firm. When news of Potoma’s suspension moved over the Dow Jones news ticker that July, there was no mention of the new firm of Carter, Berlind & Weill.

Building a Talent Bank

The mid-1960s were a golden time on Wall Street. Known as the “go-go” years, it was a time when the public experienced one of its periodic love affairs with stocks. Wall Street firms large and small scrambled to open new offices and hire new brokers and researchers to meet the booming demand. The trend was evident in Lower Manhattan, where opportunistic builders began throwing up nondescript modern office buildings among the area’s imposing monuments to capitalism. The new buildings were quickly occupied by firms short on history but long on greed and guts. Among them was Carter, Berlind & Weill, which used some of the capital its partners had plowed back into the firm to rent a full floor at 55 Broad Street, one of the primary narrow streets that make up the southern tip of Manhattan. The three founding partners continued sharing an office, although the one they now shared was fully forty feet long. The rest of the office space was decorated with gray carpet, chrome and red upholstered chairs, and fake wood desks. Maps and tip sheets covered the walls, and a pervasive fog of cigarette and cigar smoke hung over it all.

The firm also began to use its growing capital to hire more brokers and research analysts, typically young opportunists like themselves who were rejected by the establishment firms. Among their first hires was a well-spoken young man with piercing blue eyes named Arthur Levitt Jr. Levitt had worked as a newspaper writer and had dabbled at the fringes of Wall Street, acting as a salesman for cattle that were used as tax shelters for rich individuals. He had been rejected by all the old-line brokerage houses despite the fact that his father had long served as New York State’s comptroller. His family background, polished style, and persuasive presentation all impressed Sandy. But Levitt wasn’t at all sure he wanted to go to work for a “peanut firm” like Carter, Berlind & Weill. First, he quickly noticed that these men didn’t treat their work as a job. Rather, it was their life. Second, he was stunned that the partners didn’t associate with—indeed, didn’t even know—Wall Street’s richest and most powerful figures, people like Billy Salomon, from the founding family of Salomon Brothers, and John Loeb, a founder of Loeb Rhoades, whom he had met in his tax-shelter dealings. But Carter, Berlind & Weill, he saw, was counting on performance, not connections, to be successful. Finally, there was the matter of salary: $25,000 annually, a lot less than people he knew were getting when they started at the bigger firms. But it was the only offer he had, so he took it.

Levitt regretted his decision almost immediately. He was the odd man out among the office staff. The three partners would sit in their big office speaking their own shorthand and using obscure hand signals to carry on conversations amid the ringing phones and clattering quote machines, leaving Levitt to guess at what they meant. Walking in on big laughs that ceased in his presence, he got the impression he was the object of their jokes and jeers. After a few months of such tension, Levitt was at a crossroads. He would have to leave unless he could get their attention and respect. One morning he puffed himself up, strode into the partners’ office, and announced, “I’m the syndicate manager.” Startled, Sandy, Berlind, and Carter looked at Levitt, then at one another. They didn’t have any such position. With a few exceptions like the Bulova deal, Carter, Berlind & Weill wasn’t invited to join any syndicates. But if Levitt wanted to be the syndicate manager, then he could be the syndicate manager. The three immediately resumed their staccato repartee. Levitt, neither challenged nor endorsed, went back to his desk at least mildly satisfied. He had upped the ante for himself at Carter, Berlind & Weill. Indeed, his bid for status left the partners impressed with their new colleague. He has chutzpah, Sandy concluded. And it wasn’t such a bad idea. Levitt’s superior contacts and his confident, diplomatic demeanor might actually get the firm into a few syndicates.

Something of a renegade, Carter, Berlind & Weill wasn’t reluctant to break some of Wall Street’s unwritten “rules,” one of which was that blacks had no place on the Street. In the early ’60s, there were almost no African Americans employed in the downtown brokerages. Only one black-owned brokerage house operated in that decade. Special Markets Inc., however, couldn’t get office space on Wall Street because landlords refused to rent to the fledgling firm “run by and for Negroes.” As the 1960s progressed, the number of African Americans working for the New York Stock Exchange grew quietly, with an estimated forty black men serving as floor carriers by 1969. The job, taking used punch cards from traders and sticking them into mechanized reading devices to register trades on the ticker, was hardly emblematic of any positive recruitment effort; more middle-class white kids simply preferred to go to college rather than serve as clerks. The first black to actually trade securities on the Exchange floor was thirty-one-year-old Joseph Louis Searles III, who purchased a seat in 1970. He was completely ignored, even having a remote seat designated for him in the Big Board’s lunchroom. Searles braved the hostile treatment with tremendous ambition to succeed, but he lost his seat a couple of years later when the market downturn wiped out his firm.

Clarence Jones received his law degree from Boston University in 1959 and soon became counsel to the man he most admired in the world, the Reverend Martin Luther King Jr. Jones acted both as an advisor to King on legal matters—he helped negotiate a settlement with the City of Birmingham, Alabama, over civil rights demonstrations aimed at desegregating department stores and public accommodations—and as a draft speechwriter, brainstorming with King the night before the civil rights leader’s “I Have a Dream” speech and securing its copyright afterward. But Jones also had a taste for business and sensed that huge opportunities lay in America’s black population, then largely ignored by most big businesses. With another lawyer and an insurance manager, Jones set up an insurance company to focus on the black middle class. When the up-and-coming company needed more funds, a friend suggested that Carter, Berlind & Weill might be more hospitable to Jones than the old-line investment banks. Sandy and his partners didn’t just find a source of funds, it found a company—Colonial Penn Group of Life Insurance Companies—that wanted to buy Jones’s company outright. Of course, that meant Jones lost the helm of his concern, but Carter, Berlind & Weill promptly offered him a job. The partners had been so impressed with Jones’s business plan, his Rolodex of contacts, and his charismatic personality that they gave him a phone and a desk, and told him to put his skills to work. Soon Jones brought in big union accounts, including the National Maritime Union and various locals of the International Brotherhood of Teamsters. Even Muhammad Ali stopped by Carter, Berlind & Weill for business meetings with Jones. Jones felt a tremendous kinship with Sandy and the other Jewish partners. He got the feeling that Sandy wondered, “Imagine if I were a Negro.”

Women didn’t find Wall Street nearly so inhospitable. In the 1960s more women were going to work, either to supplement their families’ incomes or because they were waiting longer to marry. But while Wall Street was receptive to women, it invariably steered them toward such menial jobs as secretary, receptionist, and switchboard operator. One catchall job in many Wall Street firms was “gal Friday,” a job that involved doing whatever the bosses wanted done, from bringing back lunch for deskbound traders to making restaurant reservations for the bosses and their wives. Mary McDermott was a twenty-one-year-old graduate of Catholic girls’ schools when she applied for a gal Friday position at Carter, Berlind & Weill. Her father, an accountant, had checked with his friends in the financial district and warned her that “no one has heard of this dinky outfit. You’re going to work for a bucket shop.” But McDermott figured it might be more fun than the alternative, teaching high school English, and she took the job to see what she could learn. For a young woman in her first job, surrounded by swirling cigar smoke, verbal epithets, and lots of male posturing, McDermott proved remarkably observant. When new recruits joined the firm, she gave them this summation of the major players: “Arthur Carter runs the place and has at least one secretary in tears every day. Roger Berlind wants to write Broadway songs; he’s miscast in this business, but he’s the stabilizing influence. Arthur Levitt is smooth and well connected. Sandy Weill is quiet, stays in his little corner, and looks at the tape all day. You can stand on this desk and take off your clothes, and he won’t even notice.”

It didn’t take McDermott long to realize that there was a bigger role for her in the firm. Hearing the men discuss investment ideas, she realized that while the ideas were good, they weren’t being very well articulated. With her language and writing skills McDermott could translate those abstruse ideas into plain English, making it easier for investors to understand. The partners saw the value in easier-to-understand reports, and so McDermott became the firm’s first “research editor.” That often meant following the analysts around, jotting down notes, then retreating to an office to figure out the best way to explain the idea in simple terms, but it was a major step up for a woman working on Wall Street.

The most important early hire, however, was a brassy, pudgy Harvard Business School graduate named Marshall Cogan. A born salesman, Cogan had put himself through business school selling cars for a Boston-area dealership. After rejections from Goldman Sachs and Lehman Brothers, Cogan came to Carter, Berlind & Weill through an employment agency. His arrogant spiel during interviews with the partners would surely have offended the old-line Wall Street executives, but it didn’t bother anyone at Carter, Berlind & Weill.

“If he can do half as much as he says he can, he’ll be terrific,” Carter told his colleagues.

With his experience selling cars, Cogan was a natural to become the firm’s first auto analyst, and his real-world expertise quickly paid off. His research indicated that among the Big Three automakers Chrysler was undervalued as a stock. Sure enough, delighted clients soon found Chrysler’s stock moving higher. But Cogan was brimming with too much energy to spend his days doing stock research. His nervous tics bothered his colleagues, and they were a little afraid of him, not the least because he would literally bite pencils in two when he got excited about an idea. And one of the ideas that most excited him was the business of mergers and acquisitions.

Mergers had been around for a long time. Indeed, some of America’s biggest companies—U.S. Steel and General Motors, for example—had grown through the early 1900s largely by buying and absorbing other steel companies or automakers. But the merger business in the late 1950s and early 1960s was shaping up to be something different: Big companies weren’t buying smaller companies in the same business; they were buying big companies in different businesses. The idea behind these “conglomerates”—conglomerations of different businesses—was very simple: Just as individual investors were urged to own several stocks in different industries to diversify their portfolios and protect against any single stock plunging in value, the conglomerates wanted to own a diversified portfolio of businesses to protect against a downturn in any single business. An additional motive was that the stocks of some companies could be bought very cheaply, especially if the companies were having a hard time, with the conglomerates’ high-priced shares. A conglomerate typically would buy an ailing company, oust the management, and replace it with managers loyal to the new parent company. Often such routine functions as accounting or personnel would be taken over by the parent company’s staff, making it easier for the newly acquired company to make a profit. All this was made possible by the public’s captivation with stocks, which made it easy for brash entrepreneurs to raise the money to assemble conglomerates. The men who assembled these vast but disparate empires became the celebrities of the 1960s financial world. Charles “Tex” Thornton put together Litton Industries, which held electronics companies, a shipyard, and various other assorted businesses. Harold Geneen, who in his teens was a Wall Street clerk, launched a massive expansion of International Telephone & Telegraph (ITT) beyond its basic business of making telephones to acquire such diverse brands as Avis Rent a Car, Hartford Insurance, and Sheraton hotels.

Carter, Berlind & Weill got its share of the conglomerate business, attracting as major clients a couple of the most aggressive players, including Charles Bluhdorn, who masterminded the growth of Gulf + Western Industries. Bluhdorn aggressively sought big names, such as Paramount Pictures, or cash-rich companies selling cheaply that he could milk for funds. Marshall Cogan got the firm most involved with James Ling, who parlayed a business of supplying electrical components into an aerospace concern called Ling-Temco-Vought, later renamed LTV Corp. The two men fed each other’s ambitions as they sought bigger deals, eventually taking LTV into the meatpacking and steel businesses as well. Cogan made sure that one of his assistants was in almost daily contact with the flamboyant Jimmy Ling, even sending someone weekly to LTV headquarters.

A change at the Top

The value of good research was rapidly becoming clear to everyone at Carter, Berlind & Weill. Clients who bought or sold stocks based on the firm’s recommendations made money. And entrepreneurs like Bluhdorn and Ling used Carter, Berlind & Weill’s research to find companies they could target for eventual acquisition. In both cases, the firm profited from commissions and fees. But no one at Carter, Berlind & Weill had any inkling that a single research report would be the genesis of the company’s biggest triumph and its ultimate undoing.

The report was the product of Edward Netter, Sandy’s friend who had worked as an actuary for Metropolitan Life. He had joined Carter, Berlind & Weill as an insurance analyst and spent a year studying the property and casualty industry. Stocks of companies in that business were trading at less than the apparent value of their assets. That wasn’t surprising, because technology and other exciting sectors were much more interesting than insurance stocks. But Netter discovered a little secret about the industry: “surplus surplus.” His lengthy report, turned into English prose by Mary McDermott, revealed that many of these fundamentally boring companies were hoarding huge cash reserves. The cash poured into the companies as policyholders paid their regular premiums, then the companies put the cash aside to cover future payouts on claims. Actually there wasn’t much of a secret about it. The facts were there for anyone willing to dig into the companies’ financial statements. But the implications of surplus surplus were stunning: Anyone who purchased one of the companies at or near the price of its stock could largely recoup the purchase price by simply raiding the acquired company’s trove of cash. Basically, someone could buy one of these companies for nothing! Netter drew up a chart of the ten largest property and casualty companies listing their low returns on equity, trading prices below book value, and overcapitalization—their surplus surplus. Then to confirm his analysis, Netter befriended the chairman of one of these companies, Continental Insurance, and visited its headquarters to fine-tune his untried idea that companies could be acquired for less than the sum of their rich assets.

Carter and Cogan, the firm’s aspiring investment bankers, instantly realized that Netter’s discovery could be a windfall for one of the acquisitive conglomerateurs building their empires of miscellaneous businesses. They also knew that a successful deal would be a windfall for Carter, Berlind & Weill, too. They had just the acquirer in mind to do the deal: Saul Steinberg, the head of a computer leasing company called Leasco Data Processing Equipment Corp. The twenty-nine-year-old Steinberg—young, brash, Jewish, and from Brooklyn—was a Young Turk like them. Steinberg’s lawyer Kenneth Bialkin, a rising securities attorney, had gotten to know Arthur Levitt through his work for the Jewish Guild for the Blind. Both young and ambitious, Bialkin and Levitt had an instant rapport, chatting about Wall Street and deal makers. They sensed that although Steinberg liked to brag about being a self-made man—his perennial claim was that his business “wasn’t started by my grandfather”—like the partners of Carter, Berlind & Weill, he yearned for acceptance by the financial establishment.

The next step was picking the right target. Reviewing Netter’s list of prospects, the partners chose an old Philadelphia company, Reliance Insurance Co.—stodgy, unsuspecting, ripe for the picking—and code-named the project “Raquel,” after the actress Raquel Welch: highly desirable and very well endowed. Carter, Berlind & Weill quietly began buying up Reliance shares as they pitched the stock to institutional investors. In May 1968, rumors began circulating that Leasco was trying to secure a position in Reliance; Leasco’s stock shot up more than $16 a share to close at a new high of $167 on the day of the speculation. Reliance’s chairman and CEO told Dan Dorfman, writing The Wall Street Journal’s “Heard on the Street” column about the trading activity in Reliance stock, that he had an idea who was buying a stake and promised that Reliance wouldn’t just roll over and play dead in the face of an unwanted suitor.

Soon after, SEC disclosures showed that Steinberg’s Leasco paid $4.6 million for 3 percent of Reliance’s outstanding shares. Steinberg told The Wall Street Journal that he had been “studying companies in the fire and casualty insurance field in which Reliance is engaged”—basically Carter, Berlind & Weill’s groundbreaking report. Yet when Leasco launched its formal and hostile tender offer for all the remaining shares of Reliance, it used established investment bankers—Lehman Brothers and White Weld & Co.—not the upstart firm that gave Steinberg the bold idea. Carter, Berlind & Weill appealed to Steinberg and his lawyer Kenneth Bialkin that it should get at least a place in the tombstone ad, which White Weld was fighting tooth and nail. The outsiders can get a fee, but not get into our lofty realm, the elite bankers argued. But Carter, Berlind & Weill wanted prestige as much as profit.

Ultimately, the scrappy firm’s involvement got Wall Street’s attention. To combat Steinberg, Reliance sought a white knight, Data Processing Financial & General Corp., to make a competing offer. But Data Processing didn’t match Leasco’s 3 percent stake. More decisive, however, came the revelation that Carter, Berlind & Weill, identified as Steinberg’s investment advisor, controlled more than 30 percent of Reliance. By August 1968, Leasco sweetened its tender offer for the insurer and offered its management five-year contracts if Reliance would abandon its opposition.

After Steinberg’s conquest, the insurance industry report by Carter, Berlind & Weill became a hot commodity, essentially a playbook for other deal makers. Thereafter, eight of the ten insurers in the report were taken over, including Loews Corp.’s purchase of Continental Insurance and American Express’s buyout of Fund American Cos. The trend provoked an outrage about raiding the nation’s insurers, sparking congressional and SEC hearings as well as New York and American Stock Exchange inquiries. Carter, Berlind & Weill was called before each panel. The famous surplus surplus strategy was stopped, but its purveyors achieved a newfound notoriety. Emboldened and flush with cash, Steinberg quickly shook the financial establishment again with an audacious but unsuccessful attempt to take over Chemical Bank, the nation’s sixth-largest commercial bank.

Steinberg’s raid on Reliance was a stunning victory for Carter, Berlind & Weill. The deal reaped the firm $750,000 as a finder’s fee and $47,000 in commissions from its initial purchases of Reliance stock. Moreover, it forced even the biggest investment firms to sit up and take note of the brash young firm that had identified the opportunity and set the deal in motion. But it also set up a deep conflict within the once close partnership that ran the firm. Arthur Carter’s skills as an investment banker were finally beginning to come to the fore, and he wanted the firm to get out of the hurly-burly of brokerage and focus exclusively on the more urbane—and potentially more lucrative—business of finding and doing deals like Reliance. If he couldn’t transform Carter, Berlind & Weill, Carter decided he would leave and start his own investment banking firm. Carter had other changes going on in his life, as well. He had divorced his wife and married an aspiring singer and actress, a Southerner named Dixie Carter. He also had been elected to the boards of four companies, including the automaker Studebaker.

But Reliance had a huge impact on Sandy Weill as well. As a broker, Sandy had to always be on the lookout for the next trade, the next deal, the next client. His firm had been instrumental in doing the Reliance deal, but here was twenty-nine-year-old Saul Steinberg at the head of a huge company, while Sandy was still working the phones and digging into research reports to keep his stable of clients happy. Maybe, he thought, it would be better to work on building a company than simply being just the outside deal person who found companies for others. The revelation gave him a focus he had lacked before. Suddenly he was intent on building a real Wall Street firm, not just working on the fringes of the Street.

For eight years the three partners, who together had collected some one hundred rejections from Wall Street firms, had been united in proving that their brains and chutzpah could beat the pedigree and connections of the clubby financial establishment. Now, however, the camaraderie was wearing thin. Arguments broke out frequently over who was making the most money for the firm. Carter would warn his two colleagues that they weren’t “scratching the pad enough,” stock trader lingo for taking buy or sell orders from clients. Worse still from the viewpoint of Sandy and Berlind, Carter was clearly favoring the strong personalities and financial contributions of Arthur Levitt and Marshall Cogan, both of whom had joined the three founders on the executive committee. Levitt’s connections had brought the firm its first acquisition, a small investment-management firm called Bernstein-Macaulay in 1967, and Cogan was clearly becoming a star deal maker with his high-profile transactions. Neither Sandy nor Roger Berlind confronted Carter, but they were becoming deeply resentful of his imperious attitude toward them. After all, if it hadn’t been for their early successes in attracting clients to buy and sell stocks discovered by Sandy’s research, there wouldn’t even be a Carter, Berlind & Weill.

Arthur Carter was questioning whether he wanted to stay in the brokerage business or take the firm in another direction. He had discussions with both Cogan and Levitt, suggesting that the three of them use their majority votes on the executive committee to slash his cofounders’ shares of the firm to a mere 1 percent, a level that would surely force them to leave. Neither Cogan nor Levitt committed themselves to the coup, but neither did they outright reject it.

When Carter called an executive committee meeting on September 10, 1968, the five men gathered in a conference room. Carter began to set the stage, telling Sandy and Berlind “you aren’t pulling your weight.” But before he could make his motion to weaken the two men’s hold on the firm, Arthur Levitt stepped in with a motion to adjourn for a brief recess. Levitt drew Sandy and Berlind aside and told them what was about to happen, that Carter was setting them up for the firing squad.

“You’ve heard it with your own ears,” Levitt warned the two men. “If Arthur will do this to you, it’s just a matter of time before he pulls the same stunt on me.” He told the stunned pair that he had hurriedly consulted with Bialkin, who reviewed the firm’s charter and bylaws and concluded that the partners could override Carter. “I propose we kick Carter out and do it today,” Levitt said. Sandy resisted, his long friendship with Carter balanced against the man’s duplicity. Perhaps they should warn him to start looking for another job, Sandy suggested. But Levitt pressed his point: “I’m telling you, if you keep Arthur in the firm, he’ll be like a wounded animal who’ll come back to kill us all.”

When the meeting reconvened minutes later, Levitt took the role of executioner. “You’re out,” he told Carter. “You’re either out at three-thirty today or we issue a press release that you’re fired.”

Carter stared for a minute at the colleagues he had so long dominated. “Okay, fine,” he said and left.

The next morning’s Wall Street Journal reported on page sixteen that Carter had made “an amicable parting.” Arthur Levitt was quoted as saying “This wasn’t a shake-up.” And the thirty-six-year-old Carter, characterizing his departure as “friendly,” explained that he had resigned “because basically I wanted to do something else. And that something else was to become involved in the operations of a publicly owned concern.” Indeed, within a month Carter had founded his own investment banking firm and soon took it public.

The remaining partners summoned their more than fifty employees, and Berlind and Levitt explained briefly that Arthur Carter had left the firm. No further details were forthcoming. Sandy, traumatized by the sudden turn of events, stood quietly in a corner during the meeting. He realized that this was an opportunity to fill the leadership void, but he couldn’t muster the courage. I’m afraid to be out front, he thought, where people can see my mistakes.

The break between Carter and Sandy Weill, the original founders who plotted over dinners with their wives and little boys, was especially hard on Sandy. After the shocking disappointment he had experienced years earlier at the hands of his father, Sandy valued loyalty deeply. And Carter would come to realize that his cold demeanor meant the end of his good friendship with Sandy.

Although the restructuring of the firm went swiftly, Sandy was scared. None of the partners had any experience managing what had become a decent-sized firm. Sandy, Berlind, and Levitt knew they needed Cogan, who had become the firm’s biggest revenue generator. To prevent him from leaving—Carter tried to entice him away to join his new venture—they offered him top billing in the new firm. He agreed and Cogan, Berlind, Weill & Levitt was born. Soon afterward the Weills and Levitts went out to dinner together, the wives trying to relieve their husbands’ worries by bantering about ways they could save money, including buying just one set of Bar Mitzvah clothes that their sons could share. But Sandy couldn’t make light of the firm’s suddenly perilous future. He had been shaken to the core. Practically his only comment that evening, made over and over: “God, can we survive?”
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Corned Beef with Lettuce




The new firm of Cogan, Berlind, Weill & Levitt may have been a traumatic victory for the participants, but it didn’t inspire any respect on Wall Street. Mocking the Jewish partners’ initials, the Street’s merciless jokesters quickly branded the firm “Corned Beef With Lettuce.” Thus it wasn’t very difficult for Sandy Weill and Roger Berlind, the two remaining cofounders, to take an important step in their firm’s growth: abandon Wall Street. What was the benefit of remaining in the financial district where the establishment held court every day and excluded them? Wall Street can run its club; we’ll run a business, Sandy vowed. The firm would take its expertise to its prospective clients, the big companies and wealthy individuals in midtown Manhattan. The result: a suite of offices on the thirty-fourth floor of the gleaming new General Motors Building, a prestige address on Fifth Avenue, across the street from the elegant Plaza Hotel and commanding spectacular views of Central Park.

If the intention was to generate more business, the move worked well. CBWL boomed through the rest of 1968 and well into 1969. In fact, business grew so quickly—the company was generating fees and commissions at an annual pace of $18 million in 1969 compared to just $4 million two years earlier—that Burnham & Co., the firm’s original clearinghouse, couldn’t keep up with the mounting flow of transactions. Moreover, Tubby Burnham was wary of the securities that CBWL’s Marshall Cogan was promoting on behalf of his high-flying merger-and-acquisition clients. Sandy’s old boss told the young firm to take its clearing business elsewhere.

The logical place to turn was the esteemed firm of Loeb Rhoades, which handled clearing operations for many smaller firms of CBWL’s size. Because John Langeloth Loeb, one of the patriarchs of German Jews on Wall Street, insisted that his firm would clear trades only for firms of the highest quality and prestige, hooking up with Loeb Rhoades would be a sign to the rest of the financial community that CBWL was no joking matter. Yet when Sandy asked John Loeb if he would take on their clearing business, the patrician Mr. Loeb told him in no uncertain terms that his firm already was operating at capacity and would not handle their clearing. Sandy knew Loeb Rhoades could easily deal with the volume of CBWL’s business if it wanted to. It was a snub he wouldn’t forget. And one that John Loeb would come to regret.

Stung by Loeb’s insult, Sandy began to think about setting up a back-office facility at CBWL to clear its own trades. Such a move wouldn’t have been possible in the earliest days, when the partners were struggling to pay office rent. But the firm had incorporated a few years earlier and the owners had been plowing nearly all their profits back into the business rather than distributing the proceeds to the partners as did many of the old-line firms. There was enough cash to set up a back-office operation, and the decade’s bull market had given the CBWL executives the confidence that their fees and commissions would cover the significant fixed costs until they could grow enough to use all that clearing capacity.

Who would set up and run the back-office operation? Arthur Levitt, capitalizing on his many contacts in the financial community, came up with the name of Frank Zarb, who had developed and was running a training program for another firm’s back office. Zarb, thirty-five, was the Brooklyn-born son of an immigrant refrigerator mechanic. He had never seen a stock certificate until he got his first job in the back office of Goodbody & Co. Zarb, an “operations expert,” liked to joke that the front office of a brokerage firm was for “rich Yalies” and the back office for “poor kids like me.” Not surprisingly, he took an instant liking to the four men he met in the General Motors Building. To his delight, they were a lot like him—blunt, brash, roll-up-your-sleeves managers. Much of his “interview” consisted of the four CBWL executives talking simultaneously to him and to one another, raising their voices or cursing to try to get the others’ attention.

But it was Sandy who bowled over Zarb. Once the two began focusing on the nuts and bolts of becoming a “self-clearing” operation, Zarb quickly realized that Sandy knew more about the subject than anyone he had ever met. Brokers think of the securities business as a telephone and a customer, Zarb thought, but Sandy is intimately familiar with every aspect of the business. Sandy ticked off a list of problems, inefficiencies, and ineptness that marked most clearing operations, pausing to be sure Zarb agreed that none of those problems would plague a CBWL back office. Already the antiquated clearing systems in use were being overwhelmed by the massive paperwork that a long bull market created. The paralyzing “paper crunch” forced the New York Stock Exchange to begin closing on Wednesdays simply to allow brokerage houses some breathing room to catch up on the transfer of money and securities.

Now Sandy demanded the attention of his colleagues. To avoid the mess other brokerage firms were experiencing and to provide room for the future growth of their clearing business, Sandy and Zarb concluded that they would have to start from scratch with the most advanced automated-processing technology, and they would have to build a system that could handle triple their current volume.

“This pipeline will be our platform for growth,” Sandy told his fellow executives. Cogan, Berlind, and Levitt didn’t seem to know or care what that meant. They were tired of hashing out details of back-office plans. It was mundane, menial, and money losing. They knew that the front office is where a firm makes its money. Still Sandy persisted in his lecture, recalling a lesson from his military boarding school days. He quoted Sir Halford John Mackinder, the father of “geopolitics,” who said, “he who rules the heartland…commands the world.” Then he concluded, “our back-office operation is our heartland.”

Sandy’s fervor shocked his partners. They didn’t realize he was so well read, articulate, or thoughtful. Even more surprising, Sandy, usually the guy at the back of the room who played the role of kibitzer and second-guesser, was taking the lead. Yet no one felt threatened by Sandy’s display of leadership—after all, this was the back office he was talking about. He was welcome to be the leader of that! Eager to flee the meeting, they quickly agreed to hire Zarb and to give him a $1-million budget to set up a state-of-the-art clearing operation.

The looming expansion brought new vigor to the seemingly endless debate of who should lead the firm. No one had stepped forward to take over Arthur Carter’s role after his departure, and the arguments about who should run the firm were usually held as the four CBWL executives dined on steak in the back room of the Christ Cella restaurant. It wasn’t so much that one man thought he should be in charge; it was that none of them was willing to cede authority to anyone else. But the arguments would soon have to end. The firm’s lawyer, Ken Bialkin, told the foursome that a chief executive was necessary to sign the leases on the new back-office space and to purchase the equipment.

The issue came to a head one night at Christ Cella when the four executives invited Bialkin to join them for dinner. What he witnessed was four grown men full of testosterone, ambition, and alcohol yelling, cursing, and trading insults. “You’re a jerk,” said one to another. “You’re stupid” was the reply. “You can’t be trusted,” said a third. After a brief but futile effort by Sandy to persuade Bialkin himself to take the role of CEO, the attorney pressured his clients to take a vote. Sandy, who was too scared and shy to take full responsibility for the firm, nevertheless wanted to be able to influence the firm’s direction. Still hurt by the final clash with Arthur Carter, he voted for Roger Berlind as “the least likely to go and do something on his own.” Levitt supported Berlind as the nicest and most trustworthy of the group. And Cogan, who badly wanted to run things but knew he could never get the backing of Sandy and Levitt, cast his vote for Berlind on the assumption he could push Berlind around more easily than either of the other two. Berlind had no delusions. He accepted the job and told his colleagues that he knew why he had been given the CEO post: “I got the job because I’m the least threatening.”

Meantime Frank Zarb had CBWL’s back office up and operating on two leased floors at 100 Wall Street. The clearing operation was staffed by a bunch of Italians who described themselves as “goodfellas from Brooklyn.” As the firm’s new CEO, Roger Berlind invited them to a welcoming get-together at the General Motors Building. Trying to impress their boss, the new hires launched into a technical discussion of “fail-to-receive” securities and “out-of-balance” accounts, liberally interspersed with references to competitors as “dem guys” and “dose guys.” Berlind’s eyes glazed over in boredom. But then he came up with a solution: “Come on, I want to buy you guys a drink.” He led them to a posh piano bar near the GM Building, the new staffers beside themselves at the prospect of free booze in such elegant surroundings. But they were even more astonished when Berlind sat down at the piano and began playing Broadway standards. This guy, the goodfellas agreed, was a far cry from the tough and aggressive bosses they knew from previous experience at other firms.

The Mouse that Ate the Elephant

As the good times continued to roll in early 1969, the executives at CBWL began to indulge themselves in the kinds of excesses that have long been part of Wall Street, yet with their own twist. A decorator was hired to spiff up the offices. But rather than the Oriental carpets and dark wood paneling that were the hallmarks of old Wall Street, CBWL wound up with gleaming modern modular furniture sitting on a boldly geometric wall-to-wall carpet. No still lifes, portraits, or hunt scenes adorned the walls. It was nude drawings by Aristide Maillol and signed prints by contemporary artists. Sandy, much more passionate about food than art, hired a chef for the office to whip up gourmet lunches in the thirty-fourth-floor kitchen each day.

Yet all good things come to an end, and the long bull market of the 1960s began to fade away in 1969 before plunging in 1970. As the pace of trading slowed and commissions began to evaporate, the partners at CBWL worried about how to cover the much larger overhead costs they had incurred in setting up their own clearing operation. Berlind, Cogan, and Levitt debated various plans to attract new business. But when the market plummeted and the outlook grew really grim, Sandy argued for a much different, more immediate response. “You can’t control income. It varies based on conditions outside of our control,” he told his partners. “But you can control expenses.” The logic was unassailable, but none of the others was willing to take on the challenge of cost control. They deferred to Sandy, who seemed to have an instinctive knowledge of how to go about paring costs out of the firm. They hadn’t minded when he assumed the leadership role of the back office. Indeed, they were delighted he was willing to take on that onerous task. Now Sandy was taking on another unwanted job, but this time he was making big decisions on expenses that affected everyone. All managers were told they would have to take 25 percent pay cuts; all other employees a 10 percent pay cut. Sandy’s ax spared nothing; he even fired his beloved chef.

On March 13, 1970, McDonnell & Co., a sixty-five-year-old elite securities firm with longtime ties to the Ford family and other wealthy investors, announced it would close its doors, the victim of a back-office breakdown and bad management. Wall Street was stunned. The New York Stock Exchange began a desperate search for potential acquirers who might buy some or all of McDonnell’s twenty-six branch offices around the country. In the past the Big Board would have looked almost exclusively at a potential acquirer’s capital base to ensure that it was adequate. But the Exchange, keenly aware that the growing numbers of lost or wrongly recorded customer accounts was threatening investor confidence in the stock market, began looking at acquirers’ clearing operations, too. The largely unknown firm of Cogan, Berlind, Weill & Levitt, still profitable—albeit barely—and boasting a brand-new back office, passed both tests and was allowed to snap up McDonnell’s Beverly Hills office for mere pennies on the dollar. In one swoop CBWL expanded its retail brokerage business, successfully carried out an acquisition, and established its first turf outside of New York City.

McDonnell was just the beginning of Wall Street’s woes. Up and down the Street, firms began faltering or failing. The New York Stock Exchange named Felix Rohatyn, a respected financier and expert troubleshooter, to head a Crisis Committee that would try to save or sell what firms it could. CBWL felt the pain as well: Its earnings plunged from $2.6 million in 1969 to just $500,000 in 1970. The back office processed a mere forty trades a day, far from the numbers necessary to justify the investment. There were months when CBWL had to wait for one more trade just to pay the rent.

As summer arrived, serious cracks began to show in some of the most prestigious firms. Hayden Stone & Co.—the firm where Joseph Kennedy began to build much of his fortune—had already been struggling to bolster its financial structure because its elderly partners were withdrawing their stakes as they retired. To stay afloat, Hayden Stone borrowed $17.5 million from a consortium of Oklahoma businessmen who were investment-banking clients. But as conditions worsened on Wall Street, Hayden Stone was coming near the edge of failure. The Oklahomans, fearful of losing their entire investment, hired a crafty, down-home Oklahoma lawyer, Larry Hartzog, to investigate the situation. He found Hayden Stone’s pencil-and-eyeshade accounting system in complete disarray. The firm literally didn’t know who owned what. Securities were being held in “suspense” accounts until the firm could figure out who owned them. Worse, the firm had $7 million of securities on its books that somehow weren’t in the vault. He also learned that the New York Stock Exchange, deeply concerned about the market impact of such a large and prestigious firm’s failure, was already searching for another brokerage house to rescue Hayden Stone. Hartzog knew that to save his clients’ investment in Hayden Stone, a rescuer would have to be able to untangle the firm’s back-office mess. Thus he urged the Big Board to find out which firm on Wall Street had the best back office. With their recent experience in auctioning off the pieces of McDonnell, exchange officials recalled a little-known firm—the name had something to do with corned beef—that had an impressively modern and efficient clearing operation.

Hartzog was floored when he found that CBWL was a tiny firm with offices only in New York and Beverly Hills; in contrast, Hayden Stone boasted a nationwide system of sixty-two branches. Could a mouse swallow an elephant? More important, would a bunch of blue bloods work for these scrappy Brooklyn Jews? The only way to find out was to send Hardwick Simmons, the Hayden Stone executive who was the great-grandson of the firm’s founder, Gaylen Stone, over to meet the CBWL guys. “Never heard of them, or ‘Corned Beef and Mustard’ or whatever it is,” the aristocratic Simmons told Hartzog. “They’re not even on our radar screen.” The Hayden Stone heir, who harbored dreams of one day running his family’s esteemed firm, was incredulous. But the firm was broke and headed for disaster, so he had no choice but to make the trek from Wall Street to midtown.

What this child of privilege from one of Wall Street’s founding families discovered in the General Motors Building sent his head spinning. He stood in a garish lobby surrounded by chrome and brass furniture and blobs of paint that passed for art. Could this possibly be Corned Beef With Lettuce? He was horrified to find that the initials on the firm’s sign matched the nickname. A man who had inhabited a particularly charmed world since birth, Hardwick Simmons thought he had arrived on another planet.

Then suddenly he was shaking hands with one of the Corned Beef principals, Sandy Weill. With a half-chewed cigar stuck in his mouth and his shirttail bloused out over his paunch, Sandy welcomed the tall and trim Simmons. “Let’s grab a hot dog on the street,” Sandy blurted. Stunned, Simmons followed him out of the building and across the street to a hotdog vendor’s cart. Sandy ordered his hot dog, paid for it, and wolfed it down before Simmons could decide whether he wanted his with mustard or ketchup. As the hot July sun beat down on them, Sandy, sweat running down his face and soaking his shirt under his arms, fired one question after another about Hayden Stone’s business at the uncomfortable Simmons, who remained in his dark suit jacket despite the relentless heat. Back at the office, Simmons met the other principals. Berlind and Levitt seemed nice enough and were certainly more presentable than Sandy, Simmons thought. But Marshall Cogan, with his nervous tics and bore-a-hole-in-you intensity, actually shocked him.

When Simmons was out the door, Sandy and his partners looked at one another in disbelief. They had just ushered out the ultimate WASP who had asked them—the Jews from Brooklyn—to bail out his stricken white-shoe firm. If they could pull this off, CBWL would gain not only a huge retail presence, but also a distinguished name and reputation—instantly. “We need the legitimacy of history,” Cogan said over and over. Levitt opposed the deal, fearful that the team couldn’t manage a firm ten times larger than theirs. There wasn’t much talk about culture clashes. Rather, the partners were salivating at the prospect of finally gaining access to “the club” through Hayden Stone.

Sandy began applying his sharp analyst’s pencil to the Hayden Stone numbers, but he continued to fret that CBWL would be exposed to Hayden Stone’s liabilities and further losses. He reviewed the details with his partners and Bialkin. The attorney noticed for the first time that Sandy seemed to have a special financial genius. He may not be the best talker, but the numbers sure seem to speak to Sandy, Bialkin thought. Equally impressed by Sandy’s reasoning and knowledge, his partners reluctantly gave him the authority to negotiate on their behalf.

Sandy had to deal with several players interested in saving the once-proud brokerage house. Simmons, of course, represented the firm and his family. Hartzog was dealing on behalf of the Oklahoma creditors. And the New York Stock Exchange’s Crisis Committee had to be consulted. All would have preferred that Hayden Stone be rescued by a firm that wasn’t known on the Street as Corned Beef With Lettuce. But other potential acquirers were either in trouble themselves or not as hungry as Sandy and his firm. With the September 10, 1970, deadline—when regulators would suspend Hayden Stone from the securities business because of insolvency—looming, the talks proceeded rapidly. Hungry but not stupid, Sandy extracted major concessions from the participants. The New York Stock Exchange would provide a $7.6-million cash infusion and assume Hayden Stone’s liabilities, estimated at nearly $10 million. Sandy would be able to “cherry pick” the branches, buying only those that were the most profitable. And his firm would assume the prestigious Hayden Stone name, jettisoning once and for all the hated Corned Beef With Lettuce moniker.

As the parties blessed the deal, one of the Oklahoma lenders, Jack Golsen, balked. Angry at losing much of his investment, he wanted an example made of Hayden Stone, for “justice to be done.” On September 10, while Sandy and the operations crew labored into the night to prepare their system to handle 57,000 new accounts from Hayden Stone on top of the measly 5,800 already in the system, Cogan, Berlind, and Hartzog were flying through blinding storms on a chartered Learjet to Oklahoma City. Early the next morning they confronted Golsen, who was also getting phone calls from the New York Stock Exchange, his fellow Oklahoma investors, and even the White House. All were urging him to relent in the stock market’s best interests. Then Marshall Cogan asked for a few minutes alone with the holdout. “You’re a Jew. I’m a Jew,” Cogan told Golsen. “If this deal falls through, and if there’s a disaster, the story will be ‘a tough Jew brought down Wall Street.’”

Minutes later Cogan burst out of Golsen’s office and called the Big Board. Berlind called Sandy: “We’ve got him.” With the market set to open for trading in just minutes, an announcement was made from the Exchange balcony: “From now on, tickets will be marked ‘CBWL–Hayden Stone.’” A cheer rang across the massive trading room.

Hayden Stone’s takeover by a band of Brooklyn Jews didn’t go over well inside the older firm. Brokers and employees, mostly Protestant and many anti-Semitic, gathered around news tickers in Hayden Stone’s many branches with the same gloom that had greeted the news that John F. Kennedy had been assassinated. Thirty top Hayden Stone branch managers were invited to the General Motors Building to meet the new principals. Roger Berlind offered polite but bland welcoming remarks. When Sandy, sitting to the side of the conference table, was introduced, he murmured only “hi.”

How was it, the Hayden Stone managers wondered, that these meek upstarts could best people as popular and sophisticated as Wick Simmons? Then Marshall Cogan jumped up onto the conference table with a shocking thud. He began to stride up and down the table, ranting about the possibilities of the combination, his spit showering down in the faces of managers sitting below. When Cogan finished, there was dead silence. What on earth could be next? Then CBWL’s head of research recovered his wits, stood up, and said, “Now I know what it’s like to follow a wild animal.” The resulting laughter was as much in relief as in genuine appreciation of the humor, but it was enough to restore some equilibrium. As the Hayden Stone managers began asking questions of their new leaders, the power in the room moved swiftly to Sandy. On nearly every technical issue, from deal points to trade execution, Berlind said, “Let’s hear what Sandy has to say.” Though reluctant to speak extemporaneously, Sandy became a different person in a question-and-answer format—smart, confident, and even funny. The Hayden Stone managers returned to their branches with lots of stories to tell.

A Millionaire’s Debut

Fresh from their Hayden Stone triumph and no longer the subject of overt ridicule on Wall Street, Sandy and his colleagues were eager to capitalize on their success by selling shares of the new CBWL–Hayden Stone to investors. Ironically, public ownership of securities firms—the very firms that both arrange for other companies to sell stock and then buy and sell those shares for investors—hadn’t been allowed until just a year earlier, when Donaldson, Lufkin & Jenrette persuaded the New York Stock Exchange to change its rules over the strenuous objections of many more established Wall Street partnerships. In June 1971, with the stock market enjoying a summer rally, CBWL–Hayden Stone filed with the Securities and Exchange Commission to sell 1 million shares of stock, 600,000 of which would be new shares with the remaining 400,000 owned by the four partners and some of their employees. The four partners indicated in the filing that they intended to sell 56,733 shares each. The cash they raised from the sale would be used in part to help finance their increasingly lavish lifestyles. In the early 1970s the $140,000 annual salaries the partners paid themselves were substantial, but far from real wealth. Sandy and Joan, for instance, had their eye on a fancy cooperative apartment in Manhattan. Another reason the partners wanted to sell some stock was to pay back loans they had taken from the firm. Sandy owed the firm $44,000, the least among the four partners. The flamboyant Marshall Cogan, always one to push the edges of the financial envelope, had taken a $590,000 loan from the company.

Shortly after their filing, Sandy and his cohorts were stunned when the SEC declared its opposition to allowing insiders to cash in their own shares when a company went public. Arthur Levitt and Sandy tracked down SEC Chairman William Casey, who was meeting with New York Stock Exchange officials in New York. Levitt, who had come to know Casey when Levitt was selling tax shelters, caught him as he was leaving the Exchange to go to a meeting in Bethpage, Long Island. Sandy and Levitt jumped into the cab with Casey, and as they sped through the streets of Manhattan and then out of the city, they argued the unfairness of changing the rules in midstream. After Casey got out of the cab for his meeting, Sandy demanded of the taxi driver, “How do you think we did?” The driver thought their arguments were persuasive, but he added, “You guys are some kind of crazy.” The $43 cab fare was worth it: The SEC ruled that the partners could sell their shares in the public offering.

The initial public offering went without a hitch, selling out at $12.50 a share, netting each partner more than $700,000 in cash. Coupled with the value of the shares they still held, CBWL had made each partner worth more than $3.5 million on paper. A few weeks later Sandy and Joan threw their first big function for the firm in what amounted to a “coming-out” party for the couple, aglow with their much improved social and financial stature. More than one hundred CBWL–Hayden Stone executives and staffers gathered for drinks and dinner in the posh fourteen-room cooperative apartment that the Weills had recently purchased in a building on the corner of Sixty-seventh Street and Fifth Avenue. Sandy’s colleagues marveled at their upscale surroundings and at Sandy’s increasing ease at socializing, especially with the gracious and effervescent Joan at his side. The party was a milestone for the brokerage house and the Weills. Sandy’s expertise in all facets of the securities business was what had made CBWL–Hayden Stone the success it was, and he was assuming his rightful role of father figure. At the same time, Joan was shouldering both the burden and the glory of becoming the ultimate corporate wife. Together, the Weills had arrived.

Intentionally or not, Sandy and his partners had picked precisely the right moment to sell stock in their company. Shortly after the initial public offering, or IPO, the stock market turned down and stayed down for the next few years. At the firm’s first annual meeting, Roger Berlind told the assembled shareholders that “volume levels are pitifully low, and at today’s level of activity, our company is essentially a break-even activity.” The shares that had sold for $12.50 eventually hit a low of $1.63.

Although the slower pace of business was very worrisome, it also gave Sandy time to walk around CBWL–Hayden Stone’s headquarters and to stop and chat and, ultimately, to build relationships with a variety of his colleagues and employees. Edwin Gill and Peter Cohen, two young analysts who earlier had considered Sandy some kind of recluse glued to his desk, now found the gruff executive had a probing mind and a dry wit. Sandy especially liked to stroll down the stairs to the thirty-third floor, where the firm’s trading desk was situated, each day at 5:30 P.M. to see who was still working.

Sandy also used the slowdown as an excuse to batten down the hatches in the firm’s operations, which represented a big part of CBWL–Hayden Stone’s fixed costs. Managers of the firm’s back-office departments, including treasury, data processing, and clearing services, were summoned weekly for a thorough review. Each Tuesday morning Sandy pored over the prior week’s revenue, errors, margin calls, fail ratios, and expenditures. Chomping on his cigar, the once shy stockbroker pulled no punches with his managers. “That’s crappy,” he would say about a line item he didn’t like. “You stupid son of a bitch,” he would bark at someone who had screwed up. The operations staff had never worked for someone like this. Sandy’s persistent questioning, the degree of detail he sought, the rigor of his reviews, his uncanny ability to sniff out a problem, and his hair-trigger temper were like nothing they had ever seen before in a senior brokerage executive. If a manager tried to explain away a number, Sandy would cut him off: “You better check your facts.” He could make fast decisions. If he didn’t like a proposal, he would shove it back at the author. “No fucking way. Get outta here.”

The back-office crew soon learned that they could interpret Sandy’s mood and mind-set by watching his cigar. If he was putting the cigar in and out of his mouth and saying “right, right, right,” he was listening to the latest explanation and thinking about it. If he was rolling the cigar back and forth between his lips and muttering “’kay, ’kay, ’kay,” they knew it was time to shut up or end the meeting. Behind his back the operations managers called Sandy “The Cigar” and did imitations of him. The nickname was a term of endearment tempered with a healthy dose of fear. The weekly meetings engendered among them a tremendous respect and loyalty for their boss. They even invited him to play on the company softball team and had T-shirts made that proclaimed them THE WEILL ONES. As far as they were concerned, “The Cigar” was the only brokerage bigwig who believed that operations—and by extension its staff—wasn’t a second-rate part of the company but a crucial component in building the business.

Showdown

In early 1973 the New York Stock Exchange once again turned to CBWL–Hayden Stone for a rescue operation. This time H. Hentz & Co. was in trouble. Like Hayden Stone, Hentz had a prestigious name, a chain of branch offices, and big financial problems. It also had a very desirable commodities business and an international presence. Once again Sandy led the negotiations for CBWL–Hayden Stone. The Hentz executives arrived at CBWL–Hayden Stone’s offices dressed in sober pin-striped suits and suspenders, with pocket watches on chains and boutonnieres. Sandy, sloppily dressed as usual, skipped the formalities of greetings and launched right into hard-nosed negotiations. Scribbling numbers on a blackboard, he overwhelmed the Hentz executives with his knowledge, diagramming Hentz’s troubled divisions and how little they were worth. “This is your fail-to-deliver,” he barked, referring to the money still owed the firm by other securities firms. “That’s coming off the price.” Clueless about their own fail-to-deliver accounting—it was one of those disdainful back-room functions—the Hentz officers could do nothing to challenge Sandy. Only Sandy himself knew that good management could collect much of the amount.
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