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FORT LAUDERDALE — The brokerage house of
Sanford C. Bernstein & Co., Inc. doesn't take just
anyone as a customer. They havﬂ to be sure they want
you before they let you do business with them.

~Ba

- An interview, a written financial review and a
substantial amount of money are required. The polite .-

but firm rejection may be for too little money, but
more often it is for more subtle reasons, including an

inclination to demand parncipauun in the dEGISIEHE o

buy or sell securities.

If you become a Bernstein custumer the;r make"'ﬂ St

those decisions for you.

Shepard Osherow, president and chlef uperatmns
ufﬁcer explained that ‘‘the whole thrust of our idea
when the company was created in October 1967 was to
get the account managers out of the milieu of having

to hold hands with the client.

" “This is so they could focus fully on investment

pruhlems and achieving client objectives,” he said.
Those goals are specifically

" spective customer.

Osherow was in town to help launch the company’s

first branch office after years of operating out of

headquarters in New York. The new branch in the '
Internatmnal Bmldtng i§ man.gged by Irving Freed: -

man.

M TR L
A member of the New York Stock Exchange, the >
company is a registered investment advisor and an -

associate member of the American Stock Exchange

as well as a member of nther securities mdustr}'

- organizations.

The initial concept, refmed and unprnved durmg ;

the e1ght*}rear hlstury of the company, was to. avoid -
interest which arises sometimes

hetween trading activity and investment mmlaelmg i

conflict of

by separating the functions. o5

- It also reduces the likelyhood of churning &
customer’s account. Bernstein remunerates all per-

sonnel on the basis of their performance in improving

customer investment positions, rather than on tradmg T

cnmmtssmns Osherow said. . -~ G

He acknuwledgﬁd that commissions are part nf the
corporate income, but with the firm’s separation of

several functions including analysis and counselling
among staff experts he hel:evﬁs clients are better

served.

=+ “We report our turnover figures,” he said, “and we-
damn well better achieve results, or we are subjectto . -
the wurst sort of pnt:ualtzv,f—|‘.hnf.'.;1 mﬂ:drawal of an W

account.”

‘geux _%MN el

outlined in the ex-
tensive financial interview formcompleted by a pro-

Such withdrawals are less than one per cent fnr thE'

years 1974 and 1975, he said, acknowledging "ﬂne bad
year in the history of the company — 1973." Never-

theless, those. whn rode through the bad year mth:

Bernstein did not suffer unduly.

Osherow said other mrpnrate sources of mcnme‘ '

- include the sale of research data to-institutions and
“large individual traders, information that is also

utilized internally for the benefit of client. accuunts_;_—__\'

being managed. : ‘

. Bernstein," tuld a television interviewer last fall he

cnncemed

The specmhzad categunea mclude umt:tutmnal re- -
- search, account management, discretionary sales,

-~ names in business, Osherow acknowledged,
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The Tradmg To Them

“client Iamun nperatmns gnd cllent mfurmaunn and

- services. !

- There are many investment advisors by various
l{and
many of them are very mmpetent and h:ghfy I‘Epll-

table R

What then, is dlfferent about Bemstem?
" “We feel we are unique in providing the individual

" investor with the same investment strategies and

techniques that have traditionally been reserved to.

~large, institutional managers. A second difference is
this use of a complete individual profile of finances,

psychology, family position, emotional circumstances
and needs, tax situation-and risk preference of invest-
ment ﬂbjﬂch?ﬂﬂ pluﬁ many lesser factors thruugh the

" written form and interviews."

The - key involves the goals as set agalnst the

- _picture provided by the other data. A client can choss
_the risk preference which guides the account' mar
‘agers — from conservative through average to aj

gressive, with degrees in each classification depem

" ing on other factors.

Freedman Eﬂlﬂ “We can IIIEI'HH}' show a prospr
tive client the performance record of each of oar—
hundreds of clients, good and bad, over a-period of the
eunret? of our corporate-existence.” .

It is done without revealmg chent identities. ﬂud
the performance thus shown will include a disclosure
nf hnw 11: related to the cfuatumers gﬂals DI‘I zinall) and __

“Wﬂ have everythmg that a_ large brokerage firm

" has except a retail brokerage operation,” Freedman
. said, noting that clients who want to get into the

spemflca of trading action on their account are gently
dissuaded, except for getting a full accounting on a
monthly basis. In effect, a customer knows regularly
what has been-done; but isriot" perm:tted o 1ﬁterfere

in the doing. |
- They are called dlsm-enunary accounts because the

dlscretmn of to trade or not to trade, and in what.

areas, lies with the company exclusively, ﬁubjeet only

to changes in the custnmer’s stated goals.

_ Osherow said, "Expendlturea on rﬁearﬂh as a
percentage ot' tatal revenue is among the highest in

the industry, and our company as a privately held
corporation has always made a proﬁt Our ﬁn&nmah

~ position is among the stmngast

-

Bernstein has asserted a belief that the separated

| 'fum:uun system he and his people pioneered will
- . eventually.change the industry stmcturaliy in the way
--.personnel are compensated. -

I'

During that TV interview ‘with - Luis Rukeyser

_Bernstein said, “The key to Wall Street is it’s been an

mdustry that works on s&llmg stEthmE, lnstead uf

providing a service to investors. So, peuple hatre
primarily been compensated by how much they sell, _

.+ instead of how well they do for their clients.”

To those who object to the concept of discretionary
accounts, Bernstein is likely to ask, “Are you your
own doctor, your own lawyer?”’ -

He and Osherow and ever}'une involved in the
company believe that if a client is overly involved in

investment decisions it bﬁmmes 4a guaranteae uf the
'_wrung decision.” : ,

The company employs about 100 in varled sp&cral— P
ized activities, and founder and chairman Sanford C. i

- The minimum fﬂl‘ cuns:deratmn HE a Bernstein

~customer is $25,000 in securities or cash, exclusive of

. _real estate, and he thinks money closer to $100,000

- wants to kEED it that size for peak Effﬂﬁl"ﬂ“f‘ﬁﬁ f“" ﬂ“ ' _-_':f..,.t_may be better:for this kind of financial management. -

To less affhrent folks, thnugh thajr ﬁiay suggest'a—

'_ savmgs accnunt or a good mutual fund, “until you
m“"’ T e e o e L W
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Executive Changes

Sanford C. Bernstein has been named chairman
and chief executive officer and Shepard D. Osherow,
president and chief operating of icer, Sanford D.
Bernstein & Co., Inc.,, members of the New York
Stock Exchange.

i

Kenneth N. Middleton has been named president
of Warner Bros. Records of Canada, Ltd., Montreal,
a subsidiary of Warner Bros. Records, Inc, Bur-

bank, Calif.
2

Ross R. Milthiser, president of Philip Morris
U.S.A., and executive vice president, Philip Morris,
Inc., has been named to the bhoards of the First
& Merchants Corporation and the First & Merchants
National Bank, Richmond, Va.

&

David L. Burton, a former FBI special agent and
corporate security officer, was elected cxecutive
vice president of the William J. Burns International
Detective Agency, Inc. He succeeds Frederic I,
Crist, who became president on May S
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Sources in Tallahassee told
Froripa TrenD that depositions
that announcements of other
ing, including some possible

“‘bought’’ favoritism from the

Florida.

It looks like a few limbs are
continuing to crack and fall over
in Clearwater at Kapok Tree

has been replaced as chairman
after a brief tenure in that posi-
founder of the restaurant chain

who owns 40% of the com-

held the chairmanship prior to

year ago.
In a recent interview with the

financial press, Weil said he left

the company because he had

other interests he wanted to pur-

remain as a direcror of the com-

replaced.

There was no indication
whether an SEC investigation
into Weil had any bearing on
the shift in Kapok Tree's ex-
ecutive suite, something which
the company would not discuss.
The SEC has been secking to
prohibit Weil from serving as of-
ficer or director of any publicly-
owned company based on
charges brought in federal court
in Washington last year which
allege Weil manipulated stock
prices of Micro-Therapeutics
Inc., a2 New York-based phar-
I maceutical company of which he

is still chairman. Weil has
denied the charges.

| And, in Tallahassee, there's
been yet another resignation in

L

have been taken from several

arts of the state which indicate | |
pafts o The State W o o T | should be invested are few and far between says Shepard D.

Osherow, president of Sanford C. Bernstein & Co., an invest-

| impropricties may be forthcom- | =7CT0F 1 A _
‘ment research and asset management firm located in"New York.

charges that some counties | ; :
~ palled at the number of highly placed executives who really don’t

cconomic development people |
by paying to have their areas |
suggested to big businesses that |
might want to rclocate in |

Inns Corp. where Steven Weidl |

tion. Back at the helm is June |
Baumgardner, the widow of the |
pany’s stock. Mrs. Baumgardner |

Weil’s appointment less than a |

sue and, noting that he will |

pany, did not rule out the
possibility he could reassume |
the role in which he’s been |

Can’t Manage Their Own Money

Executives who have any real grasp of how their own money

Osherow, who was in Florida recently, told Froripa Trenp he is ap-

know how their money should be invested for the greatest possi-
ble rate of return or for meeting furure requirements.

““There is usually not enough thought or time spent by an ex-
ecutive over where and how to invest,”” Osherow said in an inter-
view. ‘‘Even executives can change their mind about what they |

want out of investments, and some of them do that sort of thing
entirely too often.”’

Osherow, who appears from time to time with Lowis Rukeyser
on public television’s **“Wall Street Week,'” said executives need

to first recognize their investment objectives and then work a pat-

tern using sound and rational economic motivators. ‘A man who
is 46 years old and is making $60,000 a year needs to look at his -

pension needs for retirement, has to worry over kids still in col-

lege or about to enter it and above all has to face planning to

maintain his standard of living after he retires,”” says the in-

vestments counselor. Using a standard 5%-6% inflation rate fac- :
tor, he should be able to calculate accurately whar his needs will

be on a monthly basis after he is 65. Then, using standard life ex-
pectancy tables, he can figure out how much he’ll need for his
life after retirement.

“He'll know then what has to be done — particularly if on :_
paper his needs outrun his financial capabilities,”” says Osherow,

who recommends that primary investment emphasis be placed on

bonds, options, stocks and equities — not in the more esoteric in-
vestments you may have been reading about of late including
everything from Chinese porcelains to French Impressionistic art.

But, although Osherow is advising clients to invest in certain
securities, he 1s not biased in favor of heavy investment 1n the
stock market alone. Why? ‘‘Most of the great fortunes in America

were nof made forecasting matket trends and investing blindly in G the n : :
| region is Florida, according to

what might happen,’ says the investments expert.

F

| program.

| along a faster track than the rest

| southern economist who runs
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isonal expenses before tuining
the money back to the state.
Hennessey was hired in 1975
by Trombetta to head the state’s
young economic development

In Atlanta, a group of politi-
cians, economists and business
writers got together to discuss
the general state of development
in the Sunbelt, prompting the
New York Times to report that
the economic pace in the
Southeast appears to be headed

of the nation. And, pacing the

Don Ratajczak, a leading
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the wake of an investigation 1nto
alleged improprieties in the
Commerce Department travel
allowance. This month, Edward
of Commerce, who left that post

Commissioner, announced plans

several officials under investiga-

Trombetta, the former Secretary

to become deputy Insurance | Florida House from 1970-72.

to resign. Trombetta is one of

Commerce Department

tion by the state comptroller’s
office as part of an ovérall probe
into travel expense abuses in
the Commerce Department.
Trombetta has denied that his
departure from the Insurance
Department post has anything
to do with that investigation.

firmly.

commerce after

-~
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Trombetta said he intends to
return to private business in Fort
Lauderdale and has not ruled
out running for the Legislature
from Broward County. He
represented that area in the

Trombetta said he expected
inferences to be made that his
resignation is related to the
iIn-
vestigation, which he denies

In May, Joseph Hennessey
resigned as assistant ‘secretary of
the comp-
troller’s office released an audit
accusing him of pocketing more
than $2,600 in travel money and
= | for using another $10,000 1n
unspent advance money for per-

the economic forecasting unit at
Georgia State University. ““The
growth of the South is related
directly to the growth of Florida,
he told the group. ‘‘Retirees go-
ing there created a market and
that, in turn, attracted new
plants to the South."’

After the market was created,
he said, came labor, tax, utlity
and transportation advantages
that helped to lure new
businesses. Unemployment 1is
generally lower in the Southeast
than it is elsewhere in the nation
these days, a fact which was
underscored by Barry Brandl,

12 florida trend / july 1978





