Jonn lram

Going Into
Wall Street

I am frequently asked about the best
background for the investment busi-

ness. To start with, I am quite sure what
it sn's: majoring in economics, and then’

entering Wall Street. That’s like recom-

mending that an aspiring author should

go straight from college into writing, or
that a future saint should study theology
and then enter church administration, or
that a budding Casanova should start
with a doctorate in anatorny. In all these
matters one needs first to know the world
and have practical experience. You invest
in specific human operations—manufac-
wring, rewiling, banking, tectinology—a

" different affair from building theories out
of figures.

And economics, like weather predic-
tion at the turn of the century, is sall a
proto—Sciencc, It may become 2 real one
bue does not yet meet an impormant test
of a science, namely, that it can be used

as a predictive tool. Basic questions still |

mystify the experts. Nobody predicted
the huge boom of the Reagan years,
when industry gréw by an amount equal
to West Germany’s entire economy and
the stock market tripled. Nobody seems

to be able 1o predict the price of gold, or-
what a higher yen will do to our trade
with Japan. Most of our basic economic
statistics are misleading, including un-
employment, poverty, homelessness,
and the federal deficit. George Soros,
today’s greatest investor, was trained as
an economist but decided that classical
econdmics can't explain the stock mar-
ker. Warren Buffett, another great, not
only avoids economic formulas but says
he does not even use a calculator. He

“examines conipanies, beginning with the -
people and the impregnability of the

firm’s niche or “business franchise.”
When I asked Peter Lyrich, who ranks

“with either of them, how much tme he

spends on economics, he replied, after
some reflection, “A liccle less than fif-
teen minutes a year.” So economics 1s
not a particularly useful background for
Wall Streer.

Investment success requires above all
a knowledge of business, which must in-
clude the abilicy to read and interpret
figures, the language of business; a feel-
ing for how people function; and a wide
and deep judgment of affairs in general.
It is almost indispensable o have some
personal experience of business opera-
tions, which is what investment 15 about
a share of stock makes you a small part-
ner in some enterprise. Ideally, you
should have worked near a company’s
décision-making level, but at least you
should have spent time out in the oper-
ating world. A few years with a manage-

ment consuling firm is an admirable
background, since you are plunged intc

' a variety of different activities. Above

all, since most things don’t work, you
learn how matters go awry. (They proba-

“bly wouldn’t call in a consultant if there

weren’t problems.) So you see a lot
quickly, as with battlefield medicine. (]
provide a cheerful compendium of fol-

- ltes in my book Famous Financal Fias.

I share with Benjamin
Graham an enthusiasm for
the Greek and Roman
classics as a source of
general wisdom.

cos, & couple of which appeared in Has
vard Magazine,) | would rather hire
candidate with four years’ experience :
McKinsey or Arthur D. Liule than on
with a Ph.D. in economics. Muck rathe
How about business school, then? Prot
ably helpfu!l in business, particular!
after a few years’ cxpcricﬁce outsid
bur the consenisus in my set is that it

. not a particularly efficient step ina ©

reer on Wall Street,
As to gaining a broad judgment of a

' fairs, | share with Benjamin Graham, wt

founded the profession of securiry anal
sis, an enthusiasm for the Greek an
Roman classics as a source of general wi
dom. A 1990 survey of British busine
recruitment officers found that studyir
the classics developed “intellectual rig

_ communications skills, analytcal skil

the ability to handle complex informatic
and above all, 2 breadth of view whi
few other disciplines can provide.” Wor
ing word by word through the origir
.texts-sharpens the mind. You can't fud
i, the way you now can in many liber
arts studies. You are forced to submit
the material, which is also intrinsica
enlightening. Thucydides may or m
not be a great historian by modem stz
dards, but if you master those fascinati
pages you will understand better th
most people how the great world, inclt
ing NATOQ, funcrions. And Book VIII
Plato’s Republic provides indispensable
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Your prospects for success in the investnient business.

sights into how oligarchy moves on to
democracy and then, via breakdown, to
tyranny; things haven’t changed that
much. .

It is extracedinary how much rubbish
is put about on investing, just as on poli-

_tics, religion, and medicine. People want

desperately to believe that there are
shorrcuts and easy solutions. In all these

areas a substantial cadre of pundits hasa

keen vested interest in alarming you
and persuading you to hire them to put
things right. Ecological perils, political
penils, mora} perils, medical perils. ... It
would be hard to scll newspapers whose
pages reflected the reality, which is that
things really change very little, being
neither 25 desperate nor as promising as
they may appear from day to day. The
best way to get a fecling for all this is
immersion in history, including intellec-
wal and social history.

The thoughts on life of notable men
are indispensable: Franklin, Sun-tsu,
Monraigne. Napoleon, whose reflections
on statecraft should be studied wich
care, observed that the worst formaton
for politicians is politics; they should be-
gin with much broader studies, or they
wilt be of little value. Much the same
holds for investment strategy, which is

really a form of futurology. You need to
-recognize the patterns behind the

changes in-the world and be able to
evaluate with a cool and eritical eye the
enthusiasms then sweeping the invest-
ing community. There will be ample
ume to learn the details of the invest-
menc-craft later, after you have the
broader grounding in place. It rarely
works the other way around. (For that
marcter, Book IX of the Republic urges
that you learn about business affer
studying liberal arts.)

about where you go to work? Chil-
dren of my friends or clients come
by to ask whether, for instance, they
should seck a job at Goldman Sachs or
Morgan Guaraaty. I always tell them
that they should first determine whether
they belong in the financial world atail.
People think in different ways: Some
are thing-manipulators, some are tdea-
manipulators, some are leaders—peo-
ple-manipulators—and so on. [f you

' So much for the preparation. What

come from Cleveland, a manufacturing
center, vou tend 1o become a thing-ma-
nipulator; you're almost born at home
with machine tools and jigs and dies. In
Washington it comes naturally to be a
people-manipulator—to work in govern-
menc. In New York, on the contrary, a
young person is likely to go-into idea-
manipulating. This again splits into two
main subcategories: literate people—
who are attracted to advertising, law,
journatism, and so forth—and numerare

. people, who will be happy in banking

and finance.

-- 86 it is anything burt clear that young
New Yorkers should necessarily follow
the well-traveled path into the financial
world or the law. They think that way

" because they grew up there, but their

true talent may be elsewhere.

For an insight as to someone’s bent, I
look at extracurricular acuvites. If the
young person was editor of a college lit-
erary magazine, he or she will probably

not be numerate enough for success in

accounting, although of course it’s possi-
ble. If they were head of the student
eouncil, it tells you something. So to get
an impartial idea of your aptitudes, try
the Johnson O’Connor Research Foun-.
dation, which puts you through a series
of tests. They may well only confirm
what you and your family already sus-
pect, but even that helps. It is valuable,
for instance, 1o establish more or less for
sure that you're in the top rank of Amer-
icans in verbal aptitude but in the bot-
tom third of arichmeticians—or vice
vErsa. )

You mighe as well capitalize on your
strength. Only a very small part of the
population can expect to be really suc-

cessful in Wall Street, and it’s better o
* get an idea of your prospects before you

start, rather than learning it the hard
way, by getting fired eight years along in
your careet, during a market contraction.
So even more important thait what your
educational background and early expe-

rience should be to enter the invest- -

ment feld is the perennial injunction:

Know Thyself. . LV

John Train 50, A.M. 51, founded Train,
Smiith Drvestment Counsel in New York City.
His books inciude Uhe New Money Mas-
ters and Wost Remurkable Occurrences.
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Mzine. New Hamugshire. Vermont.
These three states are home to some of the
finest private schools in America.

Here, amid the spectacular natural beauty
of northern New England, our students realize
the benefits of a superior education in an
atmuosphere that fosters the intetlect while
providing Jppoﬂunitiﬁ for crealive, physical,

* and ethical development, as well
Is one of our schools right for your child?
How could one not be? [%r more information
and a free brochure, call
1-800-654-EXCEL.

§ THE PRIVATE SCHOOLS §
of Northern New England
PO Box 1871 ® Wolfeboro, INil 03894
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