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			Book Presentation
King of Capital by Amey Stone and Mike Brewster

			About the Author

			AMEY STONE is a financial writer with BusinessWeek, SmartMoney and Financial Planning Magazine. She currently works as an associate editor with BusinessWeek Online where she co-writes the StreetWise column published each day.

			MIKE BREWSTER is the former editor of LeadersOnline, a magazine focusing on executive leadership and career management. He has previously worked as a sportswriter and director of communications at KPMG Consulting.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of King of Capital (Amey Stone and Mike Brewster)

			Part 1

			Sandy Weill (whose full name is Stanford I. Weill) was born in Brooklyn, New York on March 16, 1933 – just as prohibition was ending in the United States and the depression-era banks were reopening for business. His parents, Sandy and Mac Weill, were the children of Polish immigrants who had left rural Poland during the Russian revolution in 1907 and immigrated to the United States the following year.

			The Weill family were very close-knit, as were many immigrant Jewish families of that era. Sandy’s father and his father-in-law, Louis Kalika, started a dressmaking business which was successful for about 10-years. The business ultimately folded in 1944 when the company pled guilty to wartime price gouging under the rules administered by the federal Office of Price Administration. Sandy’s father would later go into the steel importing business, but with only mixed results.

			Sandy, meantime, decided to attend a military school, Peekskill Military Academy located about 30 miles north of New York City (not far from the U.S. Military Academy at West Point). This school closed in 1968, but when Weill was there, he excelled academically, on the tennis court – he was even invited to try out for the Eastern U.S. Junior Davis Cup team at one stage – and as drum major in the school band. Weill earned high honors in algebra, geometry, science, Latin and French. Weill was never voted “Most Likely to Succeed” by his classmates, but did earn the dubious moniker, “Mr. Five o’Clock Shadow”.

			A few of his high school friends also noted his personal drive and ambition: “I didn’t really expect this kind of success,” said Start Fendler, one of his roommates. “But whenever Sandy got to be the head of something, I’d buy it. When he bought Primerica, I’d buy it. I’ve got a ton of Citigroup stock. My father would buy the stock, too, because he met Sandy at the school, and he was impressed by him.”

			Sandy Weill graduated third in the Peekskill Military Academy’s Class of 1951 and was admitted to both Harvard and Cornell. He decided on Cornell since he wanted to major in engineering. Sandy struggled with physics, however, and ultimately changed his major to government. Weill graduated from Cornell in June 1955. While there, he also met and married Joan Mosher who was studying education at Brooklyn College.

			“I think my greatest accomplishment in life was marrying my wife.”

			– Sandy Weill

			Weill’s graduation from Cornell was delayed for six months because he had failed to take a cost accounting exam. (He had missed the exam because he was away trying unsuccessfully to convince his father not leave his mother for a younger woman). Therefore, in the summer of 1955, Sandy was unable to join the Air Force as he had previously planned. Faced with six months of waiting to fill in, Weill decided to get a job.

			“One day, near Forty-First Street and Seventh Avenues, he noticed an office of the old securities firm of Bache & Company. He had never seen the inside of a brokerage office, and since the street window was darkly tinted to ensure that customers had privacy from passersby, he wandered in. What he saw was confusing: brokers picked up telephones, filled out slips, rushed back and forth across the room. Yet there was an undeniable surge of energy in the place that appealed to Weill.”

			– Tim Carrington

			With that, Sandy Weill decided to apply to go on a broker’s training course. He was turned down by Bache & Company, J.P. Morgan, Goldman Sachs and Lehman Brothers. He simply didn’t have the right family connections to get employed by any of these firms. It also did not help that his financial acumen was virtually zero. He later noted, “I didn’t know that savings banks didn’t allow you to write checks. That’s how much I knew.”

			Sandy Weill was hired by Bear Stearns as a runner for $150 a month. His job entailed hand carrying buy or sell orders from brokers to traders on the floor of the stock exchange. Within a few years, he was promoted to broker and in 1958, Weill was hired by Tubby Burnham, the founder of Burnham & Company. (This company later acquired Drexel Firestone to become Drexel, Burnham and Lambert – the investment bank which launched Michael Milken and the junk bond kings).

			Weill spent most of his time in the back office at Burnham & Company learning how to track and clear orders. He also worked as a “board marker” – writing out the latest stock prices on a big bulletin board the brokers would look at.

			“Weill may not have realized it at the time, but these low-level jobs gave him a better fundamental education of how the business of issuing and trading securities really worked than he would have gotten as a broker-trainee at a bigger firm. It was this decidedly nno glamorous administrative experience that taught Weill to take behind-the-scenes operations seriously. Back-office efficiency was the key to much of his firm’s early success, including the Hayden Stone acquisition in 1970. It’s clear that Weill developed his core philosophy partly from Tubby Burnham – keep costs low, avoid unnecessary risks, and keep an eye on the details”.

			– Amey Stone and Mike Brewster

			By 1960, Sandy Weill had decided to go into business on his own. This was done with the encouragement of his wife and was spurred on by the birth of his son Marc in 1957 and daughter Jessica in 1959. He formed a partnership with three other young brokers: Arthur Carter, Roger Berlind and Peter Potoma. On May 3, 1960, they registered their new business as Carter, Berlind, Potoma & Weill. They scraped together $215,000 in start-up capital (Weill contributed $30,000 borrowed from his mother), brought a seat on the New York Stock Exchange for $160,000 and used the rest of their money to hire a secretary and rent an office. Each partner agreed to receive a base salary of $12,000 per year. Weill was aged 27, Carter 28, Berlind 29 and Potoma was the old man of the new firm at 32.

			“The founders of Carter, Berlind, Potoma and Weill could not have picked a better time to start their firm. The stock market boom of the 1960s was just about to begin. With the power of the old-line firms dissipating, there was plenty of room for a group of ambitious, aggressive brokers to make inroads on Wall Street. And ambitious they were.”

			– Amey Stone and Mike Brewster

			Most of the traditional Wall Street firms considered retail brokerage – catering to the mom and pop investors – to be far less profitable than catering to the giant corporate pension funds or masterminding deals between companies. Weill, by contrast, realized there was just as much money to be made doing a large number of little trades for individual investors if the back-office could function efficiently. This approach also had the advantage of being less risky and producing more consistent earnings than the big deals which may or may not come together for all sorts of reasons. So Weill and his partners focused on retail clients.

			In their first year of business, the partnership generated $225,000 in sales. One of the partners, Peter Potoma, was forced to retire from the firm for violations of securities law, and other new partners were added. The most famous of these new partners was Arthur Levitt Jr., the son of the New York State Comptroller. (This same Arthur Levitt Jr. would later go on to be appointed head of the U.S. Securities and Exchange Commission). The firm also added another new partner, Marshall Cogan, who was a Harvard Business School graduate. Carter, Berlind & Weil started gaining a reputation as aggressive young Turks.

			As the bull market gained momentum, the firm grew. 1966 revenues were $1.4 million earned from retail brokerage commissions and $90,000 from institutional sales. The business continued to grow, and started developing its own research reports. In August 1967, a research report put together by Edward Netter, by then a senior vice president at Carter, Berlind & Weil, accurately forecasted the emergence of the large, all-encompassing financial services powerhouses Weill would later spend years developing.

			“The day is ending when one company can write only property and casualty insurance and another company sell life insurance, a third offer premium financing, the fourth mutual and fund investment, and all compete effectively for the consumer dollar. The broadest possible range of financial services will be combined in an integrated marketing effort by the successful company of the future. The holding company’s structure will become the dominant corporate organization of financial services institutions.”

			– Research Report for Carter, Berlind & Weil, August 1967

			To try and drum up some investment banking business, the firm printed and handed out more than 2,000 copies of this research report. The more immediate goal was to try and interest someone to buy Reliance Insurance, a small insurance company. Two partners of a Long Island computer leasing company liked the idea and agreed to meet with the partners of Carter, Berlind & Weill. However, the partners were a little too aggressive in this introductory meeting, demanding a seat of the board of directors, a future role in all securities offerings and a fee of $750,000. Needless to say, this proposal was turned down, but the experience did show that research reports could be successfully used as sales documents for securities firms – a practice that continues to this day.

			Despite the less than smooth start to the relationship, the Reliance deal did eventually come together. Leasco Data Processing Corp., the Long Island computer leasing company headed by Saul Steinberg, did ultimately acquire Reliance Insurance, generating a $750,000 commission for Carter, Berlind &Weill. Yet, despite this success, Sandy Weill disliked the risks involved with investment banking. He very much preferred the recurring, steady revenues that could be generated by managing the assets of wealthy investors.

			“Sandy Weill didn’t believe in research. He always though stock research was sort of worthless. He believed it was a loss leader. His thinking was, ‘Why pay people to do research when you just give it away?’ He wanted to sell products and get a fee.”

			– Peter Solomon, former vice chairman, Shearson Lehman

			With this in mind, in 1967, Carter, Berlind & Weill acquired Bernstein-MacCaulay, a money management firm with $175 million worth of investment portfolios. Weill liked the idea of collecting fees for managing people’s investments, even when the larger market was in a downturn. This was the direction he wanted to take the firm in the future – which caused friction and ultimately a power struggle with one of the other founders, Arthur Carter, who wanted the firm to become a major force in investment banking.

			“In September, Carter tried to unilaterally change the direction of the firm to better tailor his vision, proposing to name himself CEO and drastically reduce Weill’s and Cogan’s percentage of the partnership. Carter was asked to resign and he did. The sanitized story in the Wall Street Journal that followed on September 11, 1968, made no mention of the power struggle. ‘It was an amiable parting,’ Levitt told the Journal. ‘This wasn’t a shake-up’. For his part, Carter told the newspaper the departure was ‘friendly’ and said, ‘I 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’. He wasted no time setting up The Carter Group, a public company. Eventually, Carter would make tens of millions of dollars running his company.”

			– Amey Stone and Mike Brewster

			The firm changed its name from Carter, Berlind & Weill to Cogan, Berlind, Weill & Levitt. Arthur Levitt Jr. became president, Sandy Weill became chairman, Roger Berlind became CEO and Marshall Cogan became vice-chairman. They moved to new offices, although reflecting the fact all four partners were hands-on workers in the business, none of them had a private office but all four shared one large, open room. They even rotated day-to-day leadership of the firm, although each specialized in different areas: Berlind and Levitt were the public faces of the firm, Weill was the behind-the-scenes strategist while Cogan was the deal-maker. Informally, the firm’s initials, CBWL, became well known in the financial community as “Corned Beef With Lettuce”.

			“Weill was determined to run a company where executive interaction was frequent, informal and face-to-face, not dependent on memos and staff meetings.”

			– Harvard Business School case study

			“It was clear Sandy was interested in the business as a business, which was relatively unusual. Most people were just interested in the business as a way to make money.”

			– Michael Lipper

			CBWL concentrated on raising capital and invited investment from all comers through a private placement of convertible debentures. CBWL also had to build its own back-office to process its orders because no other firm would take on their business. This proved to be fortuitous when the bull market ended in the late-1960s. Not only did CBWL have enough capital to survive but the company avoided the chaos which struck many other brokerage firms. CBWL grew rapidly, hiring Frank Zarb to run its back-office operations. (Zarb would later serve as “energy czar” under President Ford and then as chairman of the Nasdaq Stock Exchange). Weill worked side-by-side with Zarb in running the back-office because he strongly believed the future lay in providing superior brokerage services. Again, this proved to be excellent foresight on Weill’s part.

			“In those days, most people though the back office was for people in green eyeshades. But Sandy Weill was fearful of anything going wrong down there. He became very familiar with it.”

			– Roger Berlind

			In late-1969, CBWL acquired its first branch outside of New York. The firm purchased the Beverley Hills office of McDonnell & company. CBWL also announced it would soon open offices in Boston, Houston, Atlanta, Chicago and Detroit. By this time, CBWL had around $500 million in investment funds.

			“We made a ton of mistakes with that one branch that we wouldn’t repeat with 30. We’d left them too much on their own
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