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The realignment

I
t’�s �been �so �slo�w �on �W�all �S�tr�eet, �and �y�et �so �bus�y�. �Secular �changes�
in �the �scale �of �f�irms, �the �speed �of �inf�orma�tion �flo�w �and �the �r�e-�
la�tionship�s �bet�w�een �institu�tions �and �indi�vidu�als �ha�v�e �c�oincided�
with �tr�emendous �per�sonnel �turno�v�er �and �the �r�e�building �af�t�er�
Sept. �11. �It �mak�es �y�ou �w�onder: �The�y �sa�y �it’�s �lonely �a�t �the �t�op�,�
bu�t �ho�w �can �it �be �lonely �on �W�all �S�tr�eet �with �all �those �chal�-�
lenges—and all those people try�ing t�o pop int�o y�our of�f�ic�e? �

In �this, �our �ina�u�gur�al �“Mo�v�er�s �and �Shak�er�s” �supplement, �w�e �pr�of�ile �10�
not�-�so-lonely �people �who �ar�e �leading �W�all �S�tr�eet’�s �r�ealignment. �S�t�arting�
with �the �c�orner �of�f�ic�e, �w�e �look �a�t �thr�ee �CE�O�s �who �f�ac�e �mark�edly �dif�f�er�ent�
challenges.�

Af�t�er �Sept. �11, �S�a�n�d�l�e�r� �O�’�N�e�i�l�l�’�s �J�imm�y �Dunne �f�ound �himself �with �the�
t�ask �of �k�eeping �the �f�irm �g�oing �while �sa�y�ing �g�oodb�y�e �t�o �6�7 �friends �and �c�ol�-�
lea�gues. �A �y�ear �la�t�er�, �the �grief �isn�’t �g�one, �bu�t �neither �is �S�andler�—the �f�irm �has�
ne�w �of�f�ic�es, �str�onger �r�esear�ch �c�o�v�er�a�ge, �and �ne�w �hir�es �fr�om �G�o�l�d�m�a�n�,� �S�a�c�h�s�
&� �C�o�.�and�J�.�P�.� �M�o�r�g�a�n� �C�h�a�s�e�. �F�or �mor�e �on �ho�w �Dunne �did �it, �see �senior�
writ�er D�a�vid W�eidner�’�s st�ory on p�a�ge 14.�

Mean�while, �J�imm�y �Ca�yne, �the �CE�O �of �B�e�a�r�,� �S�t�e�a�r�n�s� �&� �C�o�.�, �announc�es �his�
f�irm�’�s �int�ention �t�o �r�emain �independent. �It �has �w�ork�ed �so �f�ar: �While �f�or�eign�
banks �t�ook �o�v�er �Donaldson�, �Lufkin �and �J�enr�ett�e �and �P�aineW�e�bber�, �Bear �has�

hunt�ed �alone �and �its �earning�s �ha�v�e �popped �128%. �Ca�yne, �as �the �f�irm�’�s �lar�gest�
shar�eholder�, sits back and enjo�y�s his half a billion bucks on p�a�ge 16�.�

T�imes �ar�e �t�ou�gher �f�or �T�h�o�m�a�s� �W�e�i�s�e�l� �P�a�r�t�n�e�r�s�. �T�ech �banking’�s �dealflo�w�
has �dried �up�, �which �has �r�esult�ed �in �the �demise �of �c�ompetit�or�s �such �as �R�o�bert�-�
son �S�t�ephens. �W�eisel �insists �he’�s �riding �ou�t �the �st�orm �b�y �br�oadening �his �f�irm�’�s�
c�o�v�er�a�ge�—�see his discus�sion with st�af�f writ�er T�ar�a Cr�of�t on p�a�ge 16�.�

This �r�eport �also �includes �a �look �a�t �R�o�bert �Her�z, �the �ne�w �head �of �the �F�i-�
nancial �A�c�c�ounting �S�t�andar�ds �Boar�d; �Cr�edit �S�uis�se �F�ir�st �Bost�on�’�s �A�de�ba�y�o�
O�gunlesi; �M�o�r�g�a�n� �S�t�a�n�l�e�y�’�s �B�yr�on �W�ien; �Clair�e �Gruppo �of �G�r�u�p�p�o�,� �L�e�v�e�y�&�
C�o�.�on �running �a �midmark�et �in�v�estment �bank; �and �Zach �Hulse�y �of �J�.P�. �Mor�-�
g�an P�ri�v�a�t�e Bank on the changes in high-net�-w�orth banking�.�

S�inc�e �se�v�er�al �banks �f�ac�e �suc�c�es�sion �is�sues, �w�e �also �look �a�t �t�w�o �men �who�
ma�y �be �in �the �c�orner �of�f�ic�e �in �just �a �f�e�w �y�ear�s. �Int�er�esting�ly�, �the�y’r�e �both �B�rits�
with �an �int�erna�tional �bent: �Luqman �Arnold, �f�ormer �pr�esident �of �the �gr�oup �e�x�-�
ecu�ti�v�e �boar�d �of �U�B�S� �A�G�, �is �a �big �gun �who �ma�y �be �f�or �hir�e �a�t �se�v�er�al �plac�es—�
C�r�e�d�i�t� �S�u�i�s�s�e� �is �the �one �the �B�ritish �pr�es�s �has �r�ec�ently �bandied �a�bou�t. �And�
Queen �Eliz�a�beth �so �appr�ecia�t�ed �the �int�erna�tional �busines�s �ef�f�orts �of �Dery�ck�
Ma�u�ghan�, �whose �r�ec�ent �pr�omotion �a�t �C�i�t�i�g�r�o�u�p�pu�ts �him �in �the �running �f�or�
S�and�y �W�eill’�s �jo�b�, �tha�t �he �w�as �knight�ed �earlier �this �y�ear�. �N�ot �bad �f�or �a �c�oal�
miner�’�s son�.∂�
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The deal that put Claire Gruppo’s
company on the direct marketing
map was the deal that took SSeeaarrss,,
RRooeebbuucckk aanndd CCoo. off it. 

In March 1993, GGrruuppppoo,, LLeevveeyy &&
CCoo., a New York-based boutique in-
vestment bank specializing in direct
marketing, was only six months old
when Sears announced it was going to
eliminate its catalog business. Gruppo
and co-founder Hugh Levey saw a po-
tential client. Guessing that Sears was
underestimating the value of its cus-
tomer list, Gruppo wrote Sears chair-
man Arthur Martinez a letter.

“The next day the phone rings,”
Gruppo says. “I was in my cubicle
eating my tuna on rye and the voice
says, ‘Well, hello. This is Arthur
Martinez.’”

Sears hired the company to deter-
mine the size of the customer file,
and what to do with it. They discov-
ered Sears had an average 24 million
catalog customers who bought at least
three times within 12 months. 

“The loyalty of that file was in-
credible,” Gruppo says. They rented
the list out to other mail-order com-
panies, making Sears $500 million a
year. “That was when we knew we
had a business,” Gruppo says.

In the last four years, Gruppo,
Levey & Co. has handled more than
$3 billion worth of transactions, due
largely to Gruppo’s background, a
unique combination of direct mar-
keting and dealmaking. “We’re not in
the business of doing transactions by
the dozen,” says Gruppo. “We tell
our clients what we think their busi-
ness is really worth, not what they
wish it were worth.”

Gruppo had started in the editorial
side of publishing, a career path she’d
exhausted by the time she was 27,
having been executive editor of Di-
versions and managing editor of
Savvy. In 1982 she returned to Diver-
sions on the business side. As vice
president of development, Gruppo
launched direct-mail businesses and
a custom publishing division. 

“I invented it because I was young
enough to not know better,” Gruppo,
49, says laughing. In 1984, Hearst
bought the company and took
Gruppo. After a quick stint, she got a
call from Thomas O. Ryder, who was
building a publishing operation for
AAmmeerriiccaann EExxpprreessss. “He said, ‘I un-
derstand I need to hire you,’” Gruppo
remembers. “That was where I got
the direct marketing bug and learned
the deal business.” 

In 1989, Hugh Levey, a major in-
vestor of a catalog company called
Special Interest Video, approached
American Express looking to be
bought. AmEx wasn’t interested, but
Levey persuaded Gruppo to leave her
job and help him sell the company.
With the help of bankers at JJ..PP.. MMoorr--
ggaann, they banged out a deal in 1991
with KKnnaapppp CCoommmmuunniiccaattiioonnss. Other
catalog businesses got wind of
Gruppo’s success and came to her
looking for her adviser. When she
told them there was no specialist, but
offered her own help, she wound up
with stacks of plans on her desk.

“One day Hugh said, ‘Why don’t
we start a firm focused on direct mar-
keting,’” she says. “Half the people
we talked to thought we were crazy;
the other half wanted to give us

money for half the company.”
Ten years later, Gruppo, Levey &

Co. is still the only investment bank
of its kind. “There isn’t anyone else
in the space,” says Ben Chereskin, a
partner at MMaaddiissoonn DDeeaarrbboorrnn PPaarrtt--
nneerrss LLLLCC, a Chicago-based private
equity firm that has done half a
dozen deals with Gruppo, Levey’s as-
sistance, “and that’s why they’re as
good as they are.”

One deal on which the boutique
advised Madison Dearborn was
RReeaaddeerr’’ss DDiiggeesstt AAssssoocciiaattiioonn IInncc.’s
$760 million buy of Reiman Publica-
tions LLC, announced in March. Not
only was it Gruppo’s biggest, but she
also found herself across the table
from her old boss, now Reader’s Di-
gest’s CEO.

“Suddenly it’s 15 years later and I
was negotiating the largest transac-
tion Tom Ryder has ever done,”
Gruppo says. “That was fun for us.”

by Tara Croft
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