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Brokerage Services

A core area

Sales is a core area of most securities firms, comprising the vast majority of people and relationships and
accounting for a substantial portion of revenues. Securities salespeople can take the form of a classic retail
broker, an institutional salesperson, or a private client service representative. Retail, brokers develop rela-
tionships with individual investors and sell securities and advice to the average Joe. Institutional sales-
people sell securities to and develop business relationships with large institutional investors — those that
manage large groups of assets such as pension funds or mutual funds. Lying somewhere in between retail
brokers and institutional salespeople are private client services (PCS) representative, who provide broker-
age and money management services for extremely wealthy individuals. A firm’s PCS unit is often
referred to as its Wealth Management department. All salespeople, no matter who they’re selling to, make

money through commissions on trades made through their firms.

Retail brokers

Some firms call them account executives, others call them financial advisors, and still others give them
the financial consultant moniker. Regardless of the official designator, firms are still referring to your clas-
sic retail broker. The broker’s job involves managing the account portfolios for individual investors — usu-
ally called retail investors. Brokers charge a commission on any stock trade and also give advice to their
clients regarding stocks to buy or sell and when to buy or sell them. To get into the business, retail bro-
kers must have an undergraduate degree and demonstrated sales skills. The Series 7 and Series 63 exam-
inations are also required before selling commences. Having connections to people with money offers a

tremendous advantage for a starting broker.

Private client services

As a private client services (PCS) representative, your job is to bring in individual accounts with at least
$2 million in assets. The PCS job can be exhilarating, exhausting and frustrating — all at once. It involves
pounding the pavement to find clients, and then advising them on how to manage their wealth. PCS is a
highly entrepreneurial environment. Building a roster of clients is all that matters, and managers typical-
ly don’t care how PCS reps spend their time — whether it be on the road, in the office or at parties — as
long as they’re bringing in cash. Culture-wise, therefore, one typically finds a spirited entrepreneurial
group of people in PCS, working their own hours and talking on the phone for the better part of the day.

Recent Trends

Typically, where the equities markets go, the brokerage industry follows. Which means the brokerage
industry was hit particularly hard in the past few years with the end of the long running bull market.
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However, most recent results indicate that equities are back on track. For the third quarter 2003, all the
major stock indexes posted positive results. Thw NASDAQ Composite rose 10 percent, the S&P 500 went
up 2.7 percent and the Dow Jones Industrial Average increased by 3.8 percent respectively. And from a

year earlier, all of these indices posted double-digit year-to-date gains.

As a result, some of the top retail brokerage firms have been cashing in. Merrill Lynch’s global private
client business reported its best results in 14 quarters. For the third quarter of 2003, the firm’s brokerage
division put up pre-tax earnings of $466 million, an increase of 47 percent over its 2002 third quarter.
Another giant in the industry, Morgan Stanley also recently reported healthy quarterly earnings. For the
three-month period ended November 30, 2003, the firm’s individual-investor group netted earnings of $79
million, a sharp increase from the $11 million loss it reported for the same period a year earlier. While
unveiling its earnings, Morgan Stanley also reported that it hopes to hire 1,800 new brokers during fiscal
2004, this after reducing broker headcount by 12 percent in fiscal 2003. Merrill also plans to increase its
brokerage staff. The firm said it would increase the number of brokers on staff by 5 percent during each
of the next three years, beginning with 2004.

Credit Card Services

Credit card nation

Issuing credit cards is one of the most common ways in which financial services firms provide credit to
individuals. Via the credit card, firms provide individuals with the funds required to purchase goods and
services, and in return, individuals repay the full balance at a later date, or make payments on an install-
ment basis. While you’re most likely familiar with a how a credit card works, you might not be familiar
with just how large the credit card industry is today. In the U.S. alone, the market for credit card issuance
was worth $738 billion in 2002, a sharp 26 percent rise from the $586 billion the industry was worth in
1998. As of July 2003, Citigroup was the top card issuer ranked by owned and managed credit card
receivables, with $113.3 billion in receivables, followed by MBNA with $98.5 billion and Bank One with
$74.2 billion.

Heavy metal

The credit card traces its roots back to 1914 when Western Union began doling out metal cards, called
“metal money,” which gave preferred customers interest-free, deferred-payment privileges. Ten years
later, General Petroleum Corporation issued the first metal money for gasoline and automotive services,
and by the late 1930s, department stores, communication companies, travel and delivery companies had
all began to introduce such cards. Then, companies issued the cards, processed the transactions and col-
lected the debts from the customer. The popularity of these cards grew until the beginning of World War
II, when “Regulation W restricted the use of cards, and as a result, stalled their growth.

After the war, though, cards were back on track. Modes of travel were more advanced and more accessi-

ble, and more people were beginning to buy expensive modern conveniences such as kitchen appliances
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and washing machines. As a result, the credit card boomed in popularity, as consumers could pay for these
things on credit that otherwise they couldn’t afford to buy with cash.

Charge-it

In 1951, New York’s Franklin National Bank created a credit system called Charge-It, which was very
similar to the modern credit card. Charge-It allowed consumers to make purchases at local retail estab-
lishments, with the retailer obtaining authorization from the bank and then closing the sale. At a later date,
the bank would reimburse the retailer and then collect the debt from the consumer. Acting upon the suc-
cess of Franklin’s Charge-It, other banks soon began introducing similar cards. Banks found that card-
holders liked the convenience and credit line that cards offered, and retailers discovered that credit card
customers usually spent more than if they had to pay with cash. Additionally, retailers found that handling

bank-issued cards was less costly than maintaining its own credit card program.

Also in the 1950s, the Diner’s Club charge card was created. This card, which gave users 60 days to make
repayment, was the first to allow consumers to pay for goods and services from a variety of retailers.
Another 1950s credit card milestone was the BankAmericard, created by California’s Bank of America.
The BankAmericard was the first “revolving credit” card — it gave cardholders the option to pay their debts

in whole, or in monthly minimum payments while the issuers charged interest on the remaining balances.

The association and the Master

Bank of America continued its credit card innovations in the 1960s with the introduction of the bank card
association. In 1965, Bank of America began issuing licensing agreements that allowed other banks to
issue BankAmericards. To compete with the BankAmericard, four banks from California formed the
Western States Bankcard Association and introduced the MasterCharge. By 1969, most credit cards had
been converted to either the MasterCharge (which changed its name to MasterCard in 1979) or the
BankAmericard (which was renamed Visa in 1977).

Cutting the cost of transaction processing and decreasing credit card fraud were the next innovations intro-
duced to the industry. Electronic authorizations, begun in the early 1970s, allowed merchants to approve
transactions 24 hours a day. By the end of the decade, magnetic strips on the back of credit cards allowed
retailers to swipe the customer’s credit card through a dial up terminal, which accessed the issuing bank
card holder’s information. This process gave authorizations and processed settlement agreements in a
mater of minutes. In the 1980s, the ATM (Automatic Teller Machine) began to surface, giving cardhold-
ers 24-hour access to cash.

The debut of the debit, the climb of the cobrand

The 1990s saw the debit card rise in popularity. The debit card grew from accounting for 274 million
transactions in 1990 to 8.15 billion transactions in 2002. The 1990s also witnessed the surge of cobrand-
ed and affinity cards, which match up a credit card company with a retailer to offer discounts for using the
card (think Citibank’s AAdvantage cards and American Express’ Mileage Rewards program). Although
cobranded cards took a dip in the late 1990s — according to some industry experts, this was because issuers
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had exhausted the most lucrative partners — they’ve recently returned in full force. Consider some of the
deals struck between some of the largest credit card companies and retailers in the past year: Bank One
and Disney launched a card allowing holders to earn points at Disney theme parks and hotels and for
Disney cruises and other products. Bank One also recently partnered with Starbucks to release a cobrand-
ed card that offers holders rewards at the specialty coffee retailer. MBNA also partnered with two big
brands. Along with Royal Caribbean, MBNA issued a card geared toward cruisers, and with Air Canada,
the bank introduced the AeroPlan card, which rewards cardholders with 5,000 miles for their first purchase

and, after that, one additional mile for every dollar spent using the card.

The two that tower pay up

In September 2003, a federal court upheld a lower court ruling that cost credit card powerhouses Visa and
MasterCard a combined $3 billion. The court found Visa and MasterCard rules preventing the companies’
member banks from also issuing American Express and Morgan Stanley’s Discover cards to be illegal and
harmful to competition. MasterCard was forced to pay $2 billion in damages and Visa paid $1 billion. As
a result of the ruling, Amex and Discover will be free to partner with the thousands of banks that issue
Visa and MasterCard, which should allow Amex and Discover to gain ground on the two credit power-
houses. The two still, though, have a ways to go to catch up the two industry leaders. In 2002, Visa
reported total credit volume of $609 billion, MasterCard posted a volume of $530 billion, Amex had $234
billion, and Discover had $97 billion.

Commercial Banking

The lenders

“Neither a borrower nor a lender be,” Polonius advises Laertes in Hamlet. Good thing commercial banks
haven’t taken Shakespearean bromides to heart. (It didn’t get Polonius anywhere, either.) Commercial
banks, unlike investment banks, generally act as lenders, putting forth their own money to support busi-
nesses as opposed to investment advisors who rely on other folks — buyers of stocks and bonds — to pony
up cash. This distinction, enshrined by fundamental banking laws in place since the 1930s, has led to

noticeable cultural differences (exaggerated by stereotype) between commercial and investment bankers.

Commercial bankers (deservedly or not) have a reputation for being less aggressive, more risk-averse and
simply not as mean as investment bankers. Commercial bankers also don’t command the eye-popping

salaries and elite prestige that [-bankers receive.

There is a basis for the stereotype. Commercial banks carefully screen borrowers because the banks are
investing huge sums of their own money in companies that must remain healthy enough to make regular
loan payments for decades. Investment bankers, on the other hand, can make their fortunes in one day by
skimming off some of the money raised in a stock offering or invested into an acquisition. While a bor-
rower’s subsequent business decline can damage a commercial bank’s bottom line, a stock that plummets

after an offering has no effect on the investment bank that managed its IPO.
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We’'ll take your money

Commercial bankers make money by their legal charter to take deposits from businesses and consumers.
To gain the confidence of these depositors, commercial banks offer government-sponsored guarantees on
these deposits on amounts up to $100,000. But to get FDIC guarantees, commercial banks must follow a
myriad of regulations (and hire regulators to manage them). Many of these guidelines were set up in the
Glass-Steagall Act of 1933, which was meant to separate the activities of commercial and investment
banks. Glass-Steagall included a restriction on the sale of stocks and bonds (investment banks, which
could not take deposits, were exempt from banking laws and free to offer more speculative securities offer-
ings). Deregulation — especially the Financial Services Modernization Act of 1999 — and consolidation in

the banking industry over the past decade have weakened these traditional barriers.

The lending train

The typical commercial banking process is fairly straightforward. The lending cycle starts with consumers
depositing savings or businesses depositing sales proceeds at the bank. The bank, in turn, puts aside a rel-
atively small portion of the money for withdrawals and to pay for possible loan defaults. The bank then
loans the rest of the money to companies in need of capital to pay for, say, a new factory or an overseas
venture. A commercial bank’s customers can range from the dry cleaner on the corner to a multinational
conglomerate. For very large clients, several commercial banks may band together to issue “syndicated

loans” of truly staggering size.

Commercial banks lend money at interest rates that are largely determined by the Federal Reserve Board
(currently governed by the bespectacled Alan Greenspan). Along with lending money that they have on
deposit from clients, commercial banks lend out money that they have received from the Fed. The Fed
loans out money to commercial banks, that in turn lend it to bank customers in a variety of forms — stan-
dard loans, mortgages, and so on. Besides its ability to set a baseline interest rate for all loans, the Fed
also uses its lending power to equalize the economy. To prevent inflation, the Fed raises the interest rate
it charges for the money it loans to banks, slowing down the circulation of money and the growth of the

economy. To encourage economic growth, the Fed will lower the interest rate it charges banks.

Making money by moving money

Take a moment to consider how a bank makes its money. Commercial banks in the U.S. earn 5 to 14 per-
cent interest on most of their loans. As commercial banks typically only pay depositors 1 percent — if any-
thing — on checking accounts and 2 to 3 percent on savings accounts, they make a tremendous amount of
money in the difference between the cost of their funds (1 percent for checking account deposits) and the

return on the funds they loan (5 to 14 percent).
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Insurance

Risky business

The insurance industry combines to form a multi-trillion-dollar market dealing in risk. In exchange for a
premium, insurers promise to compensate, monetarily or otherwise, individuals and businesses for future
losses, thus taking on the risk of personal injury, death, damage to property, unexpected financial disaster,

and just about any other misfortune you can name.

The industry often is divided into categories such as life/health and property/casualty. Life insurance dom-
inates the mix, making up about 60 percent of all premiums. The bigger categories can be subdivided into
smaller groups; property insurance, for instance, may cover homeowner’s, renter’s, auto, and boat poli-

cies, while health insurance is made up of subsets including disability and long-term care.

But these days, you can find insurance for just about anything — even policies for pets (a market that grew
342 percent from 1998 to 2002, with sales of up to $88 million, according to research firm Packaged
Facts), weddings and bar mitzvahs, and the chance of weather ruining a vacation. Even insurance com-
panies themselves can be insured against extraordinary losses — by companies specializing in reinsurance.
Celebrity policies always get a lot of press — while rumors that Jennifer Lopez had insured her famous
asset (sorry) for $1 billion proved to be unfounded, other such policies do indeed exist. In fact, the phrase
“million dollar legs” comes from Betty Grable’s policy for that amount (a similar policy is held by TV’s
Mary Hart); other notable contemporary policies include Bruce Springsteen’s voice, reportedly covered at

around $6 million.

The world’s top five

Though the U.S. is well ahead of the rest of the world in terms of insurance coverage, with nearly 40 per-
cent of the world’s premiums in 2002, insurance is a truly global industry. Ranked by sales, the top five
insurance companies are Germany’s Allianz, the Netherlands’ ING, New York-based American
International Group, Inc. (AIG), France’s AXA, and Nippon Life Insurance Company, of Japan. Other

leading U.S. insurers include State Farm, MetLife, Allstate, Prudential, Aetna and Travelers.

Consolidation is the name of the game — Hoovers reports that the top ten property/casualty insurers
account for nearly half of all premiums written. Perhaps the most notable example of the mergers and
acquisitions mania in the industry was the $82 billion merger in 1998 between Citicorp and the Travelers
Group, which created Citigroup. Some insurance companies have also begun to reconfigure themselves
from mutual insurers, or those owned by policyholders (e.g., State Farm), to stock insurers, or those held
by sharcholders (e.g., Allstate). This process, known as “demutualization,” promises to raise even more

capital for insurance companies to indulge in more acquisitions.

The last 25 years have seen a shift in the industry away from life insurance toward annuity products, focus-
ing on managing investment risk rather than the (inevitable) risk of mortality. With increasing deregula-
tion in the U.S. and Japan, these insurers are moving ever closer to competition with financial services

firms. Indeed,
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the business of the insurance industry doesn’t end with insurance. The world’s top insurance companies
have broadened their array of financial services to include investment management, annuities, securities,
mutual funds, health care management, employee benefits and administration, real estate brokerage, and
even consumer banking. The move towards financial services follows the 1999 repeal of the Glass-
Steagall Act, which barred insurance companies, banks and brokerages from entering each other’s indus-
tries, and the Gramm Leach-Bliley Act of 1999, which further defined permissible acts for financial hold-
ing companies. Now insurance companies are free to partner with commercial banks, securities firms, and

other financial entities.

At the speed of the Internet

Like many other industries, the insurance market has been transformed in recent years by the Internet.
Traditionally, insurance products have been distributed by independent agents (businesspeople paid on
commission) or by exclusive agents (paid employees). But insurers who sell over the Web reap the ben-
efits of lower sales costs and customer service expenses, along with a more expedient way of getting infor-
mation to consumers. is transforming those traditional methods by cutting costs and increasing the amount
of information available to consumers. By 2005, Celent Communications estimates that the online insur-
ance market will top $200 billion, or 37 percent of personal insurance premiums, up from 19 percent in
2003. Of course, an automated approach to doing business means fewer salespeople are needed — Celent
reports that insurance giant Cigna, for instance, eliminated 2,000 jobs in 2002 because of increased effi-

ciencies.

With more IT comes a greater need for IT security — Celent estimates that U.S. insurers will spend around
$618 million on security alone in 2004, and more than $770 million by 2006. Aside from the threat of
viruses, hackers, and the like, regulations have made security a top priority — the Health Information
Portability and Accountability Act (HIPAA), for instance, which went into effect in 2003, sets strict stan-
dards for the privacy and security of the patient information transferred between health insurers and

providers.

Recovering from September 11

The September 11 terrorist attacks sent shockwaves through the industry. Not only did they constitute per-
haps the largest insured loss in U.S. history — with estimates ranging between $40 billion and $50 billion
in claims for loss of life and property, injuries and workers’ compensation — they also caused insurers and
re-insurers to take a hard look at how they would handle the risks associated with possible future terrorist
acts. The Terrorism Risk Insurance Act, signed into law by President Bush in November 2002, aimed to
deal with the nearly incalculable risk posed by this threat. Among other things, the law defines a terror-
ism-related event as one with a minimum of $5 million in damages. It provides for the sharing of risk
between private insurers and the federal government over a three-year period, with each participating com-
pany responsible for paying a deductible before federal assistance is available. Iflosses are incurred above
the insurer’s deductible, the government is obliged to pay 90 percent. While the measure met with a con-
siderable amount of grumbling from all parties involved, for the most part the industry acknowledged that

the plan at least allows for the potential risk to insurers from terrorism-related disasters to be quantified.
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Fraud: The $100 billion challenge

Another trend in the industry is the problem of fraud, which costs an estimated $85 billion to $120 billion
per year, according to the Insurance Information Institute. Fraud comes in two flavors, “hard” and “soft,”
with hard fraud being a deliberate invention or staging of an accident, fire, or other type of insured loss to
reap the coverage. Soft fraud covers policyholders’ and claimants’ exaggeration of legitimate claims, such
as when victims of burglaries overstate the value and amount of lost property, or when car accident

claimants pad damage claims to cover their deductibles.

Unhealthy healthcare

Medical malpractice is another hot topic. Health insurers generally get a bad rap from the public, with a
2003 Harris Poll indicating that just 40 percent of health insurance companies do a good job of taking care
of their customers (in fact, only the tobacco industry ranked lower in the poll). The media and politicians
give plenty of air time to horror stories about managed care companies slighting critically ill patients, and
insurers refusing to cover necessary treatments or technologies. Is this reputation deserved? Depends on
who you ask, but the industry has its own battles in health care — for example, it sees medical malpractice
claims, which have skyrocketed in recent years, as a true crisis. Indeed, according to the Insurance
Information Institute, some insurers have quit writing malpractice policies entirely rather than shoulder the
risk (the median malpractice award in 2001, the latest year for which this figure is available, was $1 mil-
lion). Insurance company Farmers, which racked up more than $100 million in malpractice-related losses

in 2003, announced it would get out of malpractice overage in September of that year.

Working in insurance

According to the U.S. Bureau of Labor Statistics, the industry employed 2.2 million people in 2002. Of
these jobs, three out of five were with insurance carriers, while the remainder were with insurance agen-
cies, brokerages, and providers of other insurance-related services 2 out of 5 jobs. Another 141,000 work-
ers in the industry were self-employed in 2002, mostly as insurance sales agents. Most insurance agents
specialize in life and health insurance, or property and casualty insurance. But a growing number of
“multi-line” agents sell all lines of insurance. An increasing number of agents also work for banking insti-

tutions, non-depository institutions, or security and commodity brokers.
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Employer Directory

Deloitte

Deloitte

1633 Broadway
New York, NY 10013-6754

All candidate are to submit to opportunities via our

career website located at www.deloitte.com/careers

Deloitte, one of the nation's leading professional servic-
es firms, provides audit, tax, consulting, and financial
advisory services through nearly 30,000 people in more
than 80 U.S. cities. Known as an employer of choice for
innovative human resources programs, the firm is dedi-
cated to helping its clients and its people excel.
"Deloitte" refers to the associated partnerships of
Deloitte & Touche USA LLP (Deloitte & Touche LLP
and Deloitte Consulting LLP) and subsidiaries. Deloitte
is the U.S. member firm of Deloitte Touche Tohmatsu.

M&T Bank Corporation

I\ MsT Bank

One M&T Plaza, 11th Floor
Buffalo, N.Y. 14203

(716) 842-5157
college@mandtbank.com

www.mandtbank.com

M&T Bank Corporation is the 18th largest bank-holding
company in the nation, with $50 billion in assets as of
March 31, 2004.

As one of the most respected regional banks in the coun-
try, M&T Bank is recognized for financial strength and
stability built on our belief that we succeed when our
employees, customers and communities do. We are
proud of our record of civic and charitable support and

our employees’ leadership and volunteerism.

We work hard to understand what’s important to our cus-
tomers and to create a supportive, inclusive culture and
work environment where employees can succeed person-

ally and professionally.

Business schools M&T Bank recruits from

American University (Kogod); Carnegie Mellon

(Tepper); Univ. of Chicago; Columbia; Cornell
(Johnson); Dartmouth (Tuck); Duke (Fuqua);
Georgetown University (McDonough); Harvard

Business School; University of Maryland (Robert
H.Smith); University of Michigan; New York University
(Stern); Northwestern (Kellogg); Penn State (Smeal);
of North Carolina
University of Rochester (Simon); University of Virginia
(Darden);
Pennsylvania (Wharton)

University (Kenan-Flagler);

University of Buffalo; University of
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Nationwide Insurance

One Nationwide Plaza D Nationwide
Columbus, OH 43215 On Your Side:

http://www.nationwide.com/jobs/colrecruiting/grad.htm

If you’re seeking an organization that would value the
unique skills and abilities you bring to the workplace,
consider Nationwide. Nationwide is one of the largest
insurance and financial services companies in the world,
with more than $148 billion in assets. We are an indus-
try leader in property and casualty insurance, life insur-
ance and retirement savings, and asset management. Our
leadership and continued growth provides a variety of
employment opportunities for qualified individuals to
begin or advance their careers. We do business in all 50
states, the District of Columbia, and the Virgin Islands,

Asia, Europe, and Latin America.
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The Advest Group, Inc.
90 State House Sq.
Hartford, CT 06103
Phone: (860) 509-1000
Fax: (860) 509-3849

www.advest.com

AFLAC Incorporated
1932 Wynnton Rd.
Columbus, GA 31999
Phone: (706) 323-3431
Fax: (706) 324 6330

www.aflac.com

A.G. Edwards, Inc.

One North Jefferson Avenue
St. Louis, MO 63103
Phone: (314) 955-3000

Fax: (314) 955-5547

www.agedwards.com

The Allstate Corporation
2775 Sanders Rd.
Northbrook, IL 60062
Phone: (847) 402-5000
Fax: (847) 836-3998

www.allstate.com

American Express Company
World Financial Center

200 Vesey St.

New York, NY 10285

Phone: (212) 640-2000

WWW. americanexpress .com

American International Group, Inc. (AIG)
70 Pine St.

New York, NY 10270

Phone: (212) 770-7000

Fax: (212) 509-9705

www.aig.com
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Bank of America Corporation
100 North Tryon Street
Charlotte, NC 28255

Phone: (704) 388 2547
www.bofa.com

Bank One

1 Bank One Plaza
Chicago, IL 60670
Phone: (312) 732-4000
Fax: (312) 732-3366

www.bankone.com

Berkshire Hathaway, Inc.
1440 Kiewit Plaza

Omaha, NE 68131

Phone: (402) 346-1400

Fax: (402) 346-3375
www.berkshirehathaway.com

Capital One Financial Corporation
1680 Capital One Dr.

McLean, VA 22102

Phone: (703) 720-1000

www.capitalone.com

The Chubb Corporation
15 Mountain View Rd.
Warren, NJ 07061-1615
Phone: (908) 903-2000
Fax: (908) 903-3402

www.chubb.com

Discover Financial Services
2500 Lake Cook Road
Riverwoods,IL 60015
Phone: (224) 405-0900
Phone: (224) 405-4993

www.discoverfinancial.com
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Edward Jones & Co.
12555 Manchester Road
Des Peres, MO 63131
Phone: (314) 515-2000
Fax: (314) 515-2820

www.edwardjones.com

Fitch Ratings

1 State Street Plaza
New York, NY 10004
Phone: (212) 908-0500
Fax: (212) 480-4435

www.fitchratings.com

FleetBoston Financial
100 Federal Street
Boston, MA 02110
Phone: (617) 434-2200
Fax: (617) 434-6943

www.fleet.com

GE Consumer Finance
1600 Summer St.
Stamford, CT 06927
Phone: (203) 357-4000

Www.geconsumerﬁnance. com

Guardian Life Insurance Company of America
7 Hanover Sq.

New York, NY 10004-2616

Phone: (212) 598-8000

Fax: (212) 919-2170

www.guardianlife.com

Hartford Financial Services Group, Inc.
Hartford Plaza, 690 Asylum Ave.
Hartford, CT 06115-1900

Phone: (860) 547-5000

Fax: (860) 547-2680
www.thehartford.com
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HSBC Bank USA
452 5th Ave.

New York, NY 10018
Phone: (212) 525-5000
www.us.hsbc.com

MasterCard International
2000 Purchase St.
Purchase, NY 10577
Phone: (914) 249-2000
Fax: (914) 249-4206

www.mastercard.com

MBNA Corporation
1100 North King Street
Wilmington, DE 19884
Phone: (302) 453-9930
Fax: (302) 432-3614

www.mbna.com

MetLife, Inc.

1 Madison Ave.

New York, NY 10010-3690
Phone: (212) 578-2211
Fax: (212) 578-3320

www.metlife.com

Moody’s Corporation
99 Church St.

New York, NY 10007
Phone: (224) 405-0900
Fax: (224) 405-4993

www.metlife.com

The Mutual of OmahaCompanies
Mutual of Omaha Plaza

Omaha, NE 68175

Phone: (402) 342-7600

Fax: (402) 351-2775

www.mutualofomaha.com
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New York Life Insurance Company
51 Madison Ave.

New York, NY 10010

Phone: (212) 576-7000

Fax: (2120 576-8145

www.newyorklife.com

Principal Financial Group, Inc.
711 High St.

Des Moines, 1A 50392

Phone: (515) 247-5111

Fax: (515) 246-5474

www.principal.com

Prudential Financial, Inc.
751 Broad Street

Newark, NJ 07102-3777
Phone: (973) 802-6000
Fax: (973) 367-6476

www.prudential.com

Standard & Poor’s

55 Water Street

New York, NY 10041/10020
Phone: (212) 438-2000

Fax: (212) 438-7375

www.standardandpoors.com

State Farm Insurance Companies
1 State Farm Plaza

Bloomington, IL 61710-0001
Phone: (309) 766-2311

Fax: (309) 766-3621

www.statefarm.com

Visa International
900 Metro Center Blvd.
Foster City, CA 94404
Phone: (650) 432-3200
Fax: (650) 432-7436

WWW.visa.com
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Government and Politics

Washington, DC has largely been an untapped source of career opportunities for business school students
and MBAs. However, several recent trends indicate that MBAs may start looking to Washington for posi-
tions not available elsewhere. These trends include a heightened interest in employment with non-profits
and a burgeoning effort by some Federal agencies to recruit MBAs. Additionally, there are MBA employ-
ers that exist only in Washington, such as the World Bank.

Despite increased interest in hiring MBAs by many of these employers, in general, these organizations
have limited and spotty recruiting efforts on business school campuses. The onus remains on interested
students to research appropriate opportunities and network with individuals with similar interests. The
section below contains a guide to several of the employment options for MBAs in Washington along with
advice on how to identify opportunities and successfully apply for positions.

Federal Government

Washington, DC is slowly, but increasingly, becoming more aware of the benefits of the MBA as well as
the need to bring in qualified managers with more than just government experience. When George W.
Bush was sworn in as the 43rd President of the United States, he was commonly referred to as the “MBA
President,” since, as a graduate of the Harvard Business School he is the first chief executive of the United
States to hold the degree. Several of his appointments to fill key administration posts were also MBAs,
including Elaine Chao, the Secretary of Labor, who received her MBA from the Harvard Business School
and Don Evans, the Secretary of Commerce, who received an MBA from the University of Texas. Many
other of his top appointments were culled from the world of business, including Paul O’Neil, his first
Secretary of the Treasury and former CEO of Alcoa, as well as his replacement, John Snow, who was the
head of CSX Corp.

The change at the top has not translated yet into widespread opportunities for MBAs, but the government
has grown more receptive to MBAs as it begins to appreciate the skills and capabilities they bring to bear.
For example, there have been recent efforts to recruit on MBA campuses. In the 2003 recruiting season,
the U.S. Department of the Treasury has visited select campuses seeking to fill internships and full time
positions. At times, the CIA has promoted opportunities with MBA programs and advertised for MBAs
as part of its financial analysis teams on popular job posting sites, such as HotJobs.com and the
Washington Post.

In 2002, Secretary Chao of the U.S. Department of Labor launched an initiative specifically to recruit
MBAs to the department. With a large proportion of senior department personnel scheduled to retire in
the coming years, Secretary Chao moved aggressively to create a new pipeline of talent and specifically
identified hiring MBAs as the future of the department.

Visit Vault at www.vault.com for insider company profiles, expert advice,
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Finding a position with the Federal government

As would be expected with the Federal government, bureaucracy rules the hiring process. However, as
with any organization, there are paths around the human resources quagmire. MBAs interested in finding
an appropriate position with the Federal government should apply the tools emphasized by any career
counseling office: identify your interests, find out the general requirements for position, network, and uti-

lize internships.

Since the Federal government is required to post nearly all vacancies, one potential resource to use in iden-
tifying appropriate opportunities is its career listing website, www.usacareers.com. However, a word of
warning: while the site provides a useful starting point and a valuable research tool, using it exclusively
for a job search with the Federal government would sell your efforts short. Instead, for MBAs it can be
best used as means to examine the types of positions available and the general salary ranges. Still, even
the position descriptions can be overly bureaucratic, and therefore the site should only be considered a

starting point in the research process.

According to several MBAs employed by the federal government in Washington, the best way to identify
opportunities is by networking with those already working in the Federal government and with those in
the nonprofits and other entities that regularly partner or interact with the Federal agencies. Two good
ways to make such contacts are through MBA alumni networks and student or school sponsored confer-

ences focusing on the public sector and non-profit management.

Applying for positions can also be highly bureaucratic, and again, interested applicants are well advised
to use their networks to begin the application process. While all applicants must eventually go through
the human resources department to determine whether they are qualified and if so, their pay level, it is far
more fruitful to begin the application process with the office one wishes to join than with the human
resources department. This is where networking can pay off, since ultimately hiring decisions are made
within a specific office for high-level candidates. In fact, many government managers already have an

applicant in mind before a position is posted.

One MBA graduate who returned to the Federal government after graduation says that while finding gov-
ernment position can take effort, the MBA is definitely seen as a benefit. “There are a lot of hiring man-
agers who will be receptive to talking with MBAs simply because they hold the credential,” he says.
“MBAs with a specific interest should seek out managers in the Federal government, send them their

resumes, and then try to follow up.”

The insider also confirmed that there is a growing awareness of the value of an MBA, but that the govern-
ment hasn’t been fast enough to quickly establish the right recruiting policies to bring more business stu-
dents into the Federal workforce. “The fact of the matter is that the government just doesn’t pay what the
private sector does,” he says. “But, for those with a strong interest in government work, there are many

ways in and many rewarding career paths.”
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Areas of Interest to MBAs

Since most MBAs aren’t interested in becoming lifetime bureaucrats, they usually consider specific oppor-
tunities in order to gain the experience they need to advance in their chosen professions. The following
are areas of the Federal government that provide career enhancing opportunities:

Community and economic development

Community and economic development is an area that has captured the interest of MBAs. Since commu-
nity and economic development is often the result of cooperation among ublic sector, private sector and
non-profit entities, a position with the Federal government can be an effective way to build experience,
gain contacts within the development community and gain an understanding of the government’s role in
community and economic development and the resources it makes available.

There are several agencies within the Federal that have community and economic development functions.
These include the U.S. Department of Treasury, the U.S. Department of Commerce, and the Small
Business Administration. Since roles within each agency will vary with the specific mission of the depart-
ment, interested candidates should try to learn about each department’s operations and opportunities
through networking with organizations such as Net Impact, alumni, and by contacting hiring managers
directly to discuss opportunities.

Management

There are many opportunities within the Federal government for MBAs to gain management experience.
However, these opportunities must be ferreted out, and will depend on what the MBA hopes to gain by
joining the Federal government. For example, an MBA with an interest in the Federal budget process
could attempt to locate an analyst position with the Office of Management and Budget. Another potential
source of management positions will be the newly created Department of Homeland Security. Since the
Homeland Security Department will be free of some of the Federal employment regulations imposed on
virtually every other Federal entity, there may be more opportunities for MBAs to utilize their manage-
ment abilities to a greater degree than elsewhere in the Federal bureaucracy. MBAs need to think creative-
ly about how their skills relate to government management. Since the Department of Homeland Security
is being created from programs and agencies run by a variety of Federal entities, it could be thought of in
business terms as a “post-merger integration project.” (As of this writing, the Department of Homeland
is still being formed. Openings, as they are identified, are posted at the Federal government’s employment
site, www.usajobs.opm.gov.

One avenue for MBAs into the Federal government is through the Presidential Management Internship
(PMI) program, which is open to all students pursuing masters or doctoral degrees. To be considered for
the program, students must submit an application and be nominated by the dean, chairperson, or program
director of their academic program. Once accepted, PMIs must find an appropriate position within the
Federal government. The program lasts two years, with PMIs beginning at the GS-9 level (approximate-
ly $35,500 to $46,100. After one year, they are eligible for promotion to the GS-11 level ($42,900 to
$55,800). At the end of the program, PMI program participants may be converted to a permanent posi-
tion with the Federal government and are eligible for the GS-12 grade level ($51,500 to $66,900). For
detailed information on the program, see its website at www.pmi.opm.gov.
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Additionally, the Department of Labor has begun to actively recruit MBAs for general management posi-
tions with strong results. For 2002, its first year in operation, Department’s MBA recruitment program
reported receiving more than 250 applications for thirty openings. While MBAs start at the GS-9 level,
the Department is offering other incentives, including recruitment bonuses and loan forgiveness programs.

Upon acceptance into the program, MBAs will be allowed to rotate through several different assignments
before being placed in a permanent position. The permanent assignments are based on the needs of the
Department and the long-term interests of each participant.

A senior official working on the program glows about its initial results: “We didn’t know what to expect
when we fist put the program into place, but we have been very pleased with the results. In fact, several
other offices within the Federal government have approached us about putting up similar recruitment pro-
grams for themselves.”

Application information is available on the Department’s website at www.dol.gov.

International development

The Federal government also provides options for MBA students interested in International development,
a field that has traditionally and still remains dominated by economists.

Since there are no formal recruitment programs in place for MBAs for international development positions
with the Federal government, interested students will have to network with both on-campus and outside
organizations to uncover opportunities.

The U.S. Department of Treasury’s Office of International Affairs often recruits MBAs for financial analy-
sis positions covering such issues as debt policy or international trade. It particularly is interested in MBA
with strong experience in the banking and financial service sector as well as international experience. The
office’s recruitment efforts include posting position openings with MBA career offices and general adver-
tising.
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U.S. Secret Service

UNITED, STATES SECRELSERVICE

Pasl of O Sllte

950 H Street, Suite 3800
Washington, D.C. 20223
Phone: 202-406-5830
WwWw.secretservice.gov
rhec@usss.treas.gov

The United States Secret Service is one of the most elite
law enforcement organizations in the world. It has
earned this reputation throughout more than 139 years of
unparalleled service to this nation. As one of the oldest
Federal law enforcement agencies in the country, the
United States Secret Service has dual missions that
include investigations, as well as protection of the
President and Vice President of the United States and
others. These unique challenges distinguish the United
States Secret Service from all other law enforcement

organizations.

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more.

Inter-American Development Bank
1300 New York Ave. NW
Washington, DC 20577

Phone: (202) 623-1000

Fax: (202) 623-3096

www.iadb.org

International Finance Corporation
2121 Pennsylvania Avenue, NW
Washington, DC 20433

IFC switchboard: (202) 473-1000

www.ifc.org

International Monetary Fund (IMF)
700 19th Street, N.W.

Washington, DC 20431

Phone: (202) 623-7000

Fax: (202) 623-4661

www.imf.org

Office of Management and Budget
725 17th Street, NW

Washington, DC 20503

Phone: (202) 395-3080

Fax: (202) 395-3888

www.whitehouse.gov/omb

Small Business Administration
409 Third Street, SW
Washington, DC 20416

Phone: 1-800-U-ASK-SBA

www.sba.gov

U.S. Department of Commerce
1401 Constitution Avenue NW
Washington, DC 20230

(202) 482-2000

www.commerce.gov
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U.S. Department of Education
400 Maryland Avenue, SW
Washington, DC 20202

Phone: (800)- USA-LEARN

www.ed.gov

U.S. Department of Justice
950 Pennsylvania Avenue, NW
Washington, DC 20530-0001
Phone: (202) 353-1555

WWW.justice.gov

U.S. Department of Treasury
1500 Pennsylvania Avenue NW
Washington, DC 20220

(202) 622-1260

wWww.treasury.gov
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U.S. Department of Labor
200 Constitution Ave. NW

Washington, DC 20210 U.S.A.

Phone: (202) 693-6000
Fax: (202) 219-5721

Toll free: (866) 487-2365
www.dol.gov

U.S. Department of State
2201 C Street NW
Washington, DC 20520
Phone: (202)-647-6575

WWWw.careers.state.gov

The World Bank Group
1818 H Street, N.W.
Washington, DC 20433
Phone: (202) 473-1000
Fax: (202) 477-6391

www.worldbank.org
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The information in this section was excerpted from the Vault Guide to Capitol Hill
Careers and the Vault Guide to International Careers. Get the inside scoop on gov-
ernment/politics careers with Vault:
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e (Career Services: Vault Resume and Cover Letter Reviews, rated the “Top Choice” by The Wall Street
Journal for resume makeovers.
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Health Care

Health Care Industry Overview

The health care industry

You can’t live with it, you can’t live without it — this pretty much sums up the attitude many Americans
have toward today’s health care industry. The industry is made up of a variety of providers of patient care,
including hospitals, nursing homes, and physicians’ offices, as well as those who help coordinate, man-
age, and pay for that care, like HMOs and other health insurers. It’s no secret that the sector is a volatile
one. Despite making up nearly 15 percent of the nation’s GDP, with U.S. health care spending at $1.6 tril-
lion in 2002, the industry has had a tough time figuring out how to turn healthy profits in a way that ben-

efits both providers and patients.

Having a senior moment

By the year 2050, seniors will outnumber children for the first time in world history, according to the
AARP. With approximately one million people turning age 60 each month worldwide, the phenomenon
known as “global aging” promises to have a deep impact on the demand for and delivery of health care
services. In the U.S., the Baby Boom generation — those born shortly after the Second World War up to
the mid-1960s — makes up a sizable portion of the total population. In fact, people aged 50 and older are
the fastest-growing demographic group in the nation. This shift is already sparking interest in all issues
affecting senior health — from preventive health care to ward off problems later in life, to programs pro-
moting home care and assisted living as alternatives to the dreaded nursing home option for seniors who

can’t take care of themselves.

Creaky Medicare

With an aging population comes growing pressure on the nation’s reimbursement system for seniors and
low-income patients. In the U.S., the federal government looms large in health care — though not as large
as some patient advocates would prefer (we’ll get to health care reform later). In fact, ranked by sales, the
government’s own Centers for Medicare & Medicaid Services (CMS, formerly known as the Health Care
Financing Administration) ranks number one in the industry, according to Hoover’s data. Around 40 mil-
lion people currently are eligible for Medicare coverage, more than twice as many as when the program
was first established in 1966 under President Johnson. In 2002, Medicare spending made up about 17 per-
cent of total health care expenditures, or $267 billion, roughly equal to the 16 percent coming from

Medicaid (which is administered by the states and covers low-income patients as well as older people).

Medicare claims are submitted by health care providers through fiscal intermediaries or carriers, entities
that have contracted through the government to serve as middlemen in the payment process. After navi-
gating a tricky labyrinth of rules, these claims are reviewed and either accepted or denied by the contrac-
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tors. Top Medicare contractors include BlueCross BlueShield organizations in a number of states, plus

other companies such as Palmetto GBA and Empire Medicare Services.

The Medicare program, perennially the subject of reform packages in Congress, is a political hot potato.
Under the Bush Administration, a heated battle was waged between patient advocates and lobbyists for
insurers and pharmaceutical companies in an effort to get prescription drug costs under control. In 2003
the administration established a prescription drug discount card for Medicare beneficiaries, but critics

argued that it wasn’t the solid overhaul the program ultimately requires.

Flying without a net

The rest of the population — those who aren’t eligible for Medicare or Medicaid coverage — either have to
buy private insurance on their own, get it at discounted rates through an employer, or just go without and
hope for the best. An alarming number of Americans, including many children, are in the latter category.
In early 2004, almost 44 million Americans (about 15 percent of the population) were uninsured. Not only
do these people risk financial meltdown when faced with unexpected medical emergencies, they’re also
less likely to maintain their good health and prevent more serious conditions later on through routine vis-
its to doctors, dentists, and the like. In addition, reports indicate that health care is more expensive over-
all for the uninsured. For example, some hospitals bill uninsured clients a higher rate for the same proce-
dures provided to those with health coverage, since big insurance companies are able to negotiate dis-

counts with providers.

The situation isn’t rosy for consumers fortunate enough to have coverage, either. Private health insurance
companies paid for 35 percent of the total health expenditures in the U.S. in 2002, nearly $550 billion. But
as the cost of providing health care coverage continues to rise, many employers are finding they can no
longer afford this benefit, and are passing more of the costs onto employees in the form of higher premi-

ums and stingier reimbursement plans.

Unmanageable care

Managed care, which came into prominence in the 1980s and 1990s as a response to rampant inflation in
health care costs, has changed the face of the industry. Under these systems, insurers (also known as “pay-
ors”) figured out that they could rein in costs by establishing networks of providers who participate in a
network, or health maintenance organization (HMO), which in turn covers a host of covered patients’
needs. But in order to be reimbursed profitably, health care providers have to curb their costs themselves.
This includes keeping strict limits on the amount of time they spend with patients to maximize the num-
ber of appointments they can squeeze in during a day — leading to the hour-in-the-waiting-room, five-min-
utes-in-the-exam-room doctor visits many Americans experience today. Top managed care corporations
include Anthem, HealthNet and UnitedHealth Group.

As illustrated by Hollywood dramas and prime time news programs, the public largely sees HMOs as
stingy and heartless, willing to deny society’s neediest members basic procedures that are deemed too
costly or unnecessary through an impenetrable system of rules and limits. For their part, managed care

organizations argue that without these limits, the cost of health care would rise for everyone in the net-
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work (and society at large), nullifying the benefits of such a system. Meanwhile, the government has got-
ten into the managed care game, allowing patients to participate in the “Medicare+Choice” program,
which also operates under the provider network philosophy. As with much government-speak, the pro-
gram actually controls costs by limiting patient choice, not adding it, skeptics contend.

The doctor will see you now

At the other end of the spectrum, consumers who can flash the cash increasingly are turning to “concierge”
or “boutique” physician practices. These private practices offer the attentive, personal, and thorough care
associated with pre-HMO days and Norman Rockwell paintings — for a price. Patients shell out an annu-
al fee up front that can range from several hundred to tens of thousands of dollars to join an exclusive ros-
ter of clients seen by a participating internist. So rather than scrambling to see up to 30 patients a day as
in a typical managed care practice, boutique physicians can limit their number of cases to a select hand-
ful. Some of these practices charge for appointments above and beyond the annual fee (which is just a
sort of retainer for their services); some accommodate reimbursement by health plans for things like spe-
cialized tests. As health care costs skyrocket and patients grow frustrated with insurance plans and the
quality of managed care, these practices are becoming more popular — and profitable — business options

for those doctors who don’t see exclusive care for the well-off as an ethical dilemma.

The quest for reform

Every time a campaign season rolls around, the health care coverage crisis gets a lot of buzz — but since
the failed initiative led by Hilary Clinton early in her husband’s tenure as president, few mainstream can-
didates have been willing to outline a specific, coherent strategy for reform. In fact, rejection of sweep-
ing health care reform is somewhat of a tradition in the U.S., going back to the days when President
Truman stumbled in the 1940s after introducing a universal coverage proposal. In addition, of those citi-
zens who actually get out and vote each season, a large majority (92 percent in the 2000 election) have
health insurance anyway, so officials aren’t exactly running to fix the problem of the uninsured, accord-
ing to an April 2004 BusinessWeek article. So while many reformers say a “single-payer plan” — one in
which the government takes over the administration of all health care costs — is the only reasonable way

to tame the coverage dragon, it may take a while to show up as a viable proposal.

Liability looms

Another type of reform that gets plenty of Congressional buzz is in the area of medical malpractice liabil-
ity. In fact, the powerful American Medical Association has made the issue its top priority recently. The
association has taken to identifying states that are in a “medical liability crisis” owing to exploding insur-
ance premiums and their effect — providers limiting or halting certain services because of liability risks.
As of June 2004, there were 20 such states on the AMA’s list. One such state, Massachusetts, is a case in
point — according to Massachusetts Medical Society research, 50 percent of the state’s neurosurgeons, 41
percent of orthopedic surgeons, and 36 percent of general surgeons had been forced to limit their scopes
of practice because of insurmountable medical liability costs. With multi-million-dollar judgments against
providers making headlines regularly, a solid industry of trial lawyers is devoted to representing patients
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who complain of poor care (and in some cases, abuse or the deaths or loved ones). At the same time, such
judgments cause liability insurers to panic, and many are refusing to cover health care providers at all. The
insurers who have stayed in the medical liability market can charge a premium that providers increasing-
ly can’t afford to pay. For lawmakers, the issue is a tough one — how do you set a cap on the amount a
plaintiff can receive for the preventable death of a loved one? Patient advocates frame the issue as a
David-versus-Goliath scenario, charging that the monolithic medical community wants to limit con-
sumers’ rights to sue providers for poor care. Meanwhile, as the industry waits for the federal government
to come up with a solution, states have begun to tackle the issue themselves, setting their own limits on

the amount of money a malpractice judgment can reap for the plaintiff.

Hot hospitals

In 2002, hospital spending increased by 9.5 percent from the year before, to $486.5 billion. Growing
demand for hospital services, along with higher rates from private insurers, have led to the fourth straight
year of growth in this sector. Among the approximately 6,100 hospitals in the U.S., a few tower over the
rest. Each year, U.S. News & World Report publishes a ranking of the nation’s top hospitals, surveying
doctors around the country about hospitals’ reputations in 17 medical specialties as well as other factors
like staffing, morbidity rates and technology. In 2004, U.S. News & World Report s list named Baltimore’s
Johns Hopkins Hospital as number one overall — a position the institution has held for 14 years running.
Second-ranked was the Mayo Clinic, followed by Massachusetts General, The Cleveland Clinic, and
UCLA Medical Center.

Tenet Healthcare, the nation’s second-largest hospital chain, provides a cautionary tale about the perils of
doing business in health care. The company, with 98 acute care hospitals and numerous other facilities
nationwide, has been the subject of federal investigations into the way it handled Medicare payments over
the last few years. Charles Grassley, chair of the Senate Finance Committee, has said that Tenet “appears
to be a corporation that is ethically and morally bankrupt.” In May 2003, beleaguered CEO Jeffrey
Barbakow stepped down after 10 years of heading the firm. The company paid a record settlement amount
of $375 million in 1994 for alleged kickbacks and bribes to doctors as inducements to refer patients to its
psychiatric hospitals. Tenet made headlines again as, 10 years later, in June 2004, it began talking to the
feds about a possible $1 billion settlement to end an investigation into charges it performed unnecessary
heart surgeries on patients — and muttering about a possible bankruptcy filing. Another headline-grabbing
health care scandal recently involved HealthSouth, the nation’s largest provider of physical rehab, outpa-
tient surgery and diagnostic services. In 2003, the Securities and Exchange Commission hit HealthSouth
with charges of cooking the books, accusing the company and its founder and CEO, Richard Scrushy, of
overstating earnings by $1.4 billion since 1999. Scrushy was forced to leave his company in disgrace,

though he still maintains his innocence. Who says health care isn’t full of intrigue?

The dreaded “home”

The term “nursing home” strikes fear in the hearts of many American consumers, primarily due to media
reports detailing abuse and foul conditions at many facilities — and often because of consumers’ first-hand

experiences with these institutions. But the nation’s nursing homes — also sometimes called “skilled nurs-
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ing facilities” (SNFs) or “long-term care facilities” — have traveled a rocky road in recent years. Indeed,
their crisis helps illustrate larger trends in the health care industry as a whole, particularly among providers
that, like nursing homes, rely heavily on federal and state dollars to reimburse them for the cost of patient
care. By 2001, nine of the top nursing home corporations in the country, including top names like Genesis
Health Ventures, Vencor, Sun Healthcare Systems, and Mariner Post-Acute Networks, had passed through
the bankruptcy court system, saddled with hundreds of millions in debt.

What brought these billion-dollar companies to this low point, when they have such a steady stream of
consumers desperate for their services? For one thing, many long-term care facilities overextended their
debt burdens in the 1990s, investing in rehab facilities and other ancillary services that promised big (some
would say “inflated”) paybacks from Medicare. Then Medicare struck back, as Congress passed the
Balanced Budget Act of 1997, which, among other things, sought to reduce federal health care spending
by instituting entirely new payment systems for major health entities like nursing homes, home care agen-
cies, hospitals, and doctors. Under the old system, providers were basically paid a fixed amount, or fee,
for each service they provided to Medicare patients. Fair enough, but patient advocates and Congress
began to worry that nursing home clients were receiving a bit too much care — excessive and unnecessary
therapy services, for instance — simply because facilities could make more money by providing and charg-
ing the feds for it. In the BBA, Congress mandated a new “prospective payment system” (PPS) that set
up strict guidelines for how long-term care facilities were to be reimbursed for care provided to Medicare
and Medicaid patients. Under PPS, facilities are basically paid a fixed per-diem for a patient’s care
depending on the severity of her needs (or “acuity level”), classified under a host of intricate rules. The
system also set certain limits, or “caps,” on services such as rehab, under which Medicare would only pay
a fixed amount per patient annually.

The combination of leftover debt and poor financial management, plummeting federal dollars, and sky-
rocketing liability insurance due to high-profile malpractice judgments — plus a host of other factors like
low staffing due to undesirable working conditions and a higher acuity level among the patient population
— sent at least 10 percent of the nursing home industry into Chapter 11 by 2001, by some estimates. Most
of the nursing home giants have recovered and are learning to adjust to the new payment system, but the
situation provided a valuable lesson to other health care providers, like rehab hospitals, whose new
Medicare PPS systems took effect after the long-term care revamp had done its damage. Congress,
acknowledging that it may have been a bit enthusiastic with the red ink, also kicked in some million-dol-

lar concessions to boost reimbursements after intense industry lobbying.

Others weren’t so lucky — many providers of those once high-paying ancillary services, like physical ther-
apy, were forced to close their doors in the aftermath of PPS. Home health care providers, also highly
dependent on Medicare and Medicaid payments, weathered a similar crisis to that of long-term care under
their own new payment system — and, like their counterparts, managed to eke out some financial givebacks

from Congress during the last few years.

Virtual care

Despite fancier defibrillators and sleeker MRIs, many observers have argued that the health care industry

actually is a dinosaur when it comes to technology. In fact, less than 5 percent of the total amount of health
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care spending in the U.S. will go toward information technology in 2004, CMS estimates. But both
providers and payors have caught on to the benefits of doing business electronically in recent years. From
the providers’ side, patient advocates argue that care can be improved by standardizing practices using dig-
ital technology — for instance, using hand-held devices to transcribe, translate, and store doctors’ near-
illegible notes in patient records. These types of solutions may help cut down on the estimated 44,000 to
98,000 patient deaths per year said to be caused by provider errors (as outlined in a widely publicized 1999

Institutes of Medicine report).

One Chicago-area hospital profiled in a July 2004 BusinessWeek article has taken the plunge and gone
entirely “paperless” over the past three years. Evanston Northwestern Healthcare’s $60 million project has
made nearly every point along the patient care continuum virtual, putting everything from surgical bay
orders to medical records transcription online. The hospital predicts the overhaul will save $10 million
per year. Patients benefit from such a system, too — at Evanston, doctors can access results of mammo-
grams in just one day, as opposed to three weeks under the old system, and the hospital has slashed the
late administration of meds to patients by 70 percent. Among the IT solutions health care systems will be
investing in over the coming decade are information systems that can standardize the clinical treatment of
diseases and bar-code systems for managing drugs and lab samples. Even the government has gotten
onboard the IT bandwagon — the Bush Administration has said it wants all U.S. patient care records in an

electronic format by 2014.

Going with the flow

Payors also have gone digital, requiring electronic filing of claims by providers and switching to online
systems to provide essential information like updates on Medicare rules. As more and more patient health
information flows through virtual data streams, however, systems needed to be put in place to help the dis-
parate entities in the health care chain communicate with one another in a standardized way, and, most
importantly, to protect the privacy of that free-flowing patient data. Thus was born the Health Insurance
Portability and Accountability Act (HIPAA), signed by President Clinton, which covers both the privacy

of medical records and the transmission of claims among payors and providers.

HIPAA, which promises hefty fines if providers violate a host of intricate stipulations, sent the health care
world into a minor panic — and thus a multi-million-dollar software, education, and consulting industry
was born. As the HIPAA rules began to be enforced, in 2003, visitors to doctors’ offices may have noticed
subtle changes, such as an extra “Notice of Privacy Practices” sheet in their clipboard upon check-in, one
requirement of the law. Such requirements often are seen as busywork by harried health care providers,
but some of the law’s provisions respond to very real concerns — such as the fear that prospective employ-
ers or other decision-makers could hijack a patient’s medical records off the Information Superhighway.
Other, less extreme examples include the regulation of how much information hospitals and other
providers can reveal regarding patients under their care, and the setting of limits on the amount of time
patient records can be left to molder in basement file drawers. On the claims-processing side, HIPAA
mandates an electronic transaction standard for Medicare claims sent between providers and Medicare
contractors. The reward for compliance with the standard, in theory anyway, is more efficient and timely

payment of these claims.
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Where the jobs are

In spite of its daunting complexity, the health care industry has one big upside — it’s a reliable producer of
job opportunities. The health services industry, the largest of all industries categorized by the Bureau of
Labor Statistics (BLS) as of 2002, provided nearly 13 million jobs that year. Of the 20 occupations the
BLS projects to grow the fastest in coming years, half are in the health services sector. And of new wage
and salary jobs that will be created by 2012, about 16 percent will be in health services — more than in any

other industry.

While employment in the health care industry conjures visions of crushing med school debt and grueling
internships, in fact the majority of jobs in the sector require less than four years of college education.
Graduates of one- and two-year certification programs might work as medical records and health informa-
tion technicians. Service occupations abound, including medical and dental assistant, nursing and home
health aide, and facility cleaning jobs. The BLS predicts particularly strong growth in jobs outside the
inpatient hospital sector, such as medical assistants and home health aides. In the industry, there’s a con-
stant clamor for more nurses, as facilities face growing regulatory pressure to meet mandatory staffing lev-
els. A large and vocal organized labor presence exists in the industry, despite efforts at union-busting by

facilities.

MBAs in Health Care

Got a hankering to use that MBA for health as well as wealth? Here’s a quick look at some of the options
available to MBAs in the health care industry.

MBA with no health care experience

New MBAs with no health care experience often find jobs in similar venues as undergraduate liberal arts
majors: consulting or financial services firms. While they come in with more responsibility and a much
higher salary than undergraduates, MBAs without previous experience in health care are unlikely to be
assigned to work exclusively within the health care industry. MBAs with a strong interest in developing
health care experience should seek out opportunities as internal analysts or administrators for managed
care companies, hospital or corporate health benefits offices. Other routes include finding work in the

marketing offices of large pharmaceutical companies and physician groups.

MBA with health care experience

MBAs with previous health care experience have a range of options working in the health care industry
or in related service industries such as consulting and public relations. Consulting firms often hire these
individuals exclusively to work and develop new business among health care clients. McKinsey &
Company hires individuals with substantial health care experience (either in consulting or industry) as

“practice experts,” a track separate from the more the general business analyst and associate tracks.
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Depending on the nature of their previous experience, MBAs with previous health care experience join
hospitals or hospital systems as junior administrators with the option of staying and rising through the
ranks of the institution’s administrative hierarchy. MBAs with clinical experience as physicians have the
most lucrative opportunities: Many of these individuals are called on to oversee and manage the intersec-
tion of financial and clinical processes as hospital quality administrators or managed care medical direc-

tors.

Health Care Consulting

Once you land a job in the health care consulting, what you can expect depends largely on the type of firm
your choose. Graduate degree holders with health care-related degrees or those who have substantial
experience in the health care industry prior to attending graduate school are usually pegged early in the

recruiting process to the firm’s health care industry practice.

New hires at larger firms are more likely to have a standardized, predictable experience compared to their
counterparts at smaller firms without formal internal processes for allocating work. But a “can-do” atti-

tude regardless of the nature or size of the task is rewarded at all firms.

Kinder and gentler

The organizational motivation of most consulting firms includes an unspoken irony — each project implies
a strong commitment to a client’s interests without any guarantees of a long-term relationship or of any
follow-up beyond the project’s contractual boundary. In this environment the motivations of consultants
stem largely from the project’s intellectual challenges. While consultants often “believe” in what they are
trying to accomplish for a client on a project, their visceral rise results from the application of intellectu-

al muscle to complex questions.

Government involvement in regulating and purchasing health care reflects public opinion that health care
is a social good that government should work to preserve. Even private health care market participants
(and their consultants) tend to have a more humanitarian orientation compared to other industries that are
more exclusively concerned with “bottom-line” issues. On the other hand, bottom-line issues are still the
focus as the government looks to control public spending on health care and publicly traded technology
providers and managed care organizations seek profit-increasing efficiencies. All in all, health care con-
sultants are expected to have the same skill set as all other consultants, but may be seen as “kinder and

gentler” than their counterparts consulting in other industries.
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The information in this section was excerpted from the Vault Guide to the Top
Health Care Employers. Get the inside scoop on tech careers with Vault:

o Vault Guides: Vault Guide to the top Health Care Employers
¢ Employer Research: Online Health Care Employer Profiles, Employee Surveys and more
® Message Boards: Vault Health Care Career Advice Message Board

o Career Services: Vault Resume and Cover Letter Reviews, rated the “Top Choice” by 7he Wall Street
Journal for resume makeovers

Go to www.vault.com
or ask your bookstore or librarian for other Vault titles.
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Aetna, Inc. We want you to know

151 Farmington Avenue

AP m—
Hartford, CT 06156 X Aetnaf

Phone: 860-273-0123

E-mail: College@aetna.com

http://www.aetna.com/working/index.htm

Aetna is one of the nation’s leading providers of health
care, dental, pharmacy, group life, disability and long-
term care products, serving approximately 13.7 million
medical members, 11.8 million dental members and 11.7
million group insurance customers, as of December 31,
2002. The company has expansive nationwide networks
of more than 552,000 health care services providers,
including over 332,000 primary care and specialist
physicians and 3,373 hospitals. Aetna provides these
benefits to employer and plan sponsor customers in all
50 states, ranging from large multi-site national accounts
to middle-market and small-employer groups.Aetna
offers competitive salaries and a full range of benefits to
satisfy the needs of our diverse work force. These bene-
fits include medical, dental, life insurance, and disabili-
ty. In addition, we offer tuition reimbursement, a 401(k),
paid time off, and bonus programs that reward excellent
work.To learn more about Aetna, please visit

www.aetna.com.
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Oxford Health Plans

\\7_} Oxford Health Plans’

there is another way.

48 Monroe Turnpike
Trumbull, CT 06611
Phone: 800-889-7658

Business schools Oxford recruits from

Fairfield; Sacred Heart; Quinnipiac; Rutgers; L.I.U. CW
Post; Hofstra; Columbia; NYU; CUNY; Univ of
Scranton; Seton Hall

Roche Diagnostics

9115 Hague Road
Indianapolis, Indiana 462520

http://careers.ind.roche.com

Roche Diagnostics is the world’s leading provider of
diagnostic systems and decision-oriented health informa-
tion. We are dedicated to the discovery, development,
manufacturing, marketing and servicing of products and
solutions for medical laboratories, physicians and
patients, as well as for research and industry. Roche
Diagnostics is a diverse, inclusive company that seeks,
celebrates and leverages diversity to maximize the com-
petitive advantage of people. We offer a variety of oppor-
tunities at our U.S. diagnostics marketing and sales head-
quarters in Indiana and at our global molecular business

area headquarters in California.

Business schools Roche Diagnostics recruits from
University of Chicago; Northwestern (Kellogg); Indiana
University (Kelley); Harvard Business School, Duke
University (Fuqua); U.C.L.A.; University of Michigan;
Purdue University; MIT (Sloan); University of
Pennsylvania (Wharton); Yale University, Stanford
University; UC Berkeley (Haas); Washington University
(Olin)
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AdvancePCS, Inc.

750 W. John Carpenter Frway., Ste 1200
Irving, TX 75039

Phone: (469) 524-4700

Fax: (469) 524-4702

Anthem, Inc.

120 Monument Circle
Indianapolis, IN 46204
Phone: (317) 488-6000
Fax: (317) 488-6028

www.anthem-inc.com

Baxter International Inc.
One Baxter Parkway
Deerfield, IL 60015
Phone: (847) 948-2000
Fax: (847) 948-3642

www.baxter.com

Becton, Dickinson and Company
1 Becton Drive

Franklin Lakes, NJ 07417-1880
Phone: (800) 284-6845

Fax: (201) 847-6475

www.bd.com

Boston Scientific Corporation
One Boston Scientific Place
Natick, MA 01760

Phone: (508) 650-8000

Fax: (508) 647-2200

www.bsci.com

Caremark Rx

211 CDommerce St., Suite 800
Nashville, TN 37201

Phone: (205) 733-8996

Fax: (205) 733-0704

www.caremark.com
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CIGNA Corporation

1 Liberty Place

Philadelphia, PA 19192-1550
Phone: (215) 761-1000

Fax: (215) 761-5515

www.cigna.com

Express Scripts, Inc.

13900 Riverport Dr.
Maryland Heights, MO 63043
Phone: (314) 770-1666

Fax: (314) 702-7037

WWW.express-scripts.com

Guidant Corporation

111 Monument Circle, 29th F1.
Indianapolis, IN 46204

Phone: (317) 971-2000

Fax: (317) 971-2040

www.guidant.com

HCA, Inc.

One Park Plaza
Nashville, TN 37203
Phone: (615) 344-9551
Fax: (615) 344-2266

www.hcahealthcare.com

Health Net Inc.

21650 Oxnard St.
Woodland Hills, CA 91367
Phone: (818) 676-6000
Fax: (818) 676-8591

www.health.net

Humana Inc.

The Humana Bldg.
500 West Main Street
Louisville, KY 40202
Fax: (502) 580-1000
Fax: (502) 580-4188

www.humana.com
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Kaiser Foundation Health Plan, Inc. Tenet Healthcare Corporation

1 Kaiser Plaza
Oakland, CA 94612
Phone: (510) 271-5800
Fax: (510) 271-6493

www.kaiserpermanente.org

MedTronic, Inc.

710 Medtronic Pkwy. NE
Minneapolis, MN 55432-3476
Phone: (763) 514-4000

Fax: (763) 574-4879

www.medtronic.com

PacifiCare Health Systems, Inc.
5995 Plaza Dr.

Cypress, CA 90630

Phone: (714) 825-5200

Fax: (714) 825-5045

www.pacificare.com

Quest Diagnostics Incorporated
One Malcolm Ave.

Teterboro, NJ 07608

Phone: (201) 393-5000

Fax: (201) 462-4715

www.questdiagnostics.com
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3820 State St.

Santa Barbara, CA 93105
Phone: (805) 563-7000
Fax: (805) 563-7070
www.tenethealth.com

UnitedHealth Group Incorporated
UnitedHealth Group Center

9900 Bren Rd. East

Minnetonka, MN 55343

Phone: (612) 936-1300

Fax: (612) 936-7430

www.unitedhealthcare.com

WellChoice, Inc. (Empire Blue Cross/Blue Shield)

11 W. 42nd Street
New York, NY 10036
Phone (212) 476-1000
Fax: (212) 476-1281

www.empireblue.com

WellPoint Health Networks Inc.
1 WellPoint Way

Thousand Oaks, CA 91362
Phone: (805) 557-6655

Fax: (805) 557-6872

www.wellpoint.com
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Hedge Funds

What is a Hedge Fund?

In a recent article by The Wall Street Journal, Tremont Advisors reported that hedge funds took in approx-
imately $72.2 billion in assets in 2003 and that worldwide hedge fund investment is now as high as $750

billion in assets.

Hedge funds are considered an “alternative investment” vehicle. The term “alternative investment” is the
general term under which unregulated funds operate; this includes private equity and real estate funds.
The total “alternative” category (would include private equity and real estate) is not covered within the
scope of this section but it is useful to know that often people refer to hedge funds as alternative invest-
ments. Mainstream funds are investment funds that everyday investors can purchase, mutual funds are the

prime example of a mainstream fund.

Over the past decade, hedge funds have grown tremendously in terms of assets under management and
also garnered a lot of media attention. Although, despite their growth and popularity, hedge funds still
remain a mystery to many people who do not understand exactly what they are and how they work. In
this chapter we will try to elaborate into one of the most popular investment vehicles today. So what exact-
ly is a hedge fund?

A Concise Definition of “Hedge Fund”

A ‘private unregistered investment pool’ encompassing all types of investment funds, companies and pri-
vate partnerships that can use a variety of investment techniques such as borrowing money through lever-
age, selling short, derivatives for directional investing and options.

During the early years of the hedge fund industry (1950s to 1970s), the term ‘hedge fund’ was used to
describe the ‘hedging’ strategy used by managers at the time. “Hedging” refers to the hedge fund manag-
er making additional trades in an attempt to counterbalance any risk involved with the existing positions
in the portfolio. Hedging can be accomplished in many different ways but the most basic technique is to
purchase a long position and a secondary short position in a similar security. This is used to offset price
fluctuations and is an effective way of neutralizing the effects of market conditions.

Today, the term ‘hedge fund’ tells an investor nothing about the underlying investment activities, similar
to the term “mutual fund.” So how do you figure out what the hedge fund manager does? You are able
to figure out a little more about the underlying investment activities by understanding the trading/invest-
ment strategies that the hedge fund manager states he trades. The “investment strategy” is the investment
approach or the techniques used by the hedge fund manager to have positive returns on the investments.
If a manager says he trades long/short equity then you know he is buying undervalued equities and sell-

ing overvalued equities. Although this description is the long/short equity strategy at its most basic, it is
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important to understand the strategies that the manager says he employs. For more information on specif-

ic hedge fund investment strategies, see the Vault Career Guide to Hedge Funds.

Distinguishing Characteristics

142

So now that you have reviewed some of the basic terminology in the industry, we will explain the key

points in depth. The main distinguishing characteristics of hedge funds are the following:
* Hedge funds can “hedge” their portfolio

* Hedge funds use derivatives

* Hedge funds can short sell

* Hedge funds have the ability to use leverage.

These characteristics make hedge funds different from most other investment funds, especially mutual
funds. To get a good understanding of how a hedge fund manager operates, it is very important to under-

stand these concepts. The four concepts are now defined in detail:

Hedging

Hedging refers to the execution of additional trades by the hedge fund manager in an attempt to counterbalance
any risk involved with the existing positions in the portfolio. Hedging can be accomplished in many different
ways, although the most basic technique is to purchase a long position and a secondary short position in a sim-
ilar security (See Gap example). This is used to offset price fluctuations and is an effective way of neutralizing

the effects of market conditions.

Hedging Example

Courtney is a hedge fund manager who invested in the Gap stores. Here we will see how he hedges his
risk. Courtney is ‘long’ (he’s bought) 100 shares of Gap Stores but he now believes the retail industry may
be vulnerable to a down turn in the market. He wants to hedge this risk and does this by going “short”
(selling) Abercrombie & Fitch, which is in the same retail industry.

Q. What would happen if the retail industry did poorly?
A. The share prices of both Gap and Abercrombie & Fitch might decline.

Q. How would this affect any money Courtney makes?

A. Since Courtney is long on Gap (he owns it) he would lose money on this trade. Since Courtney is also
short (he has already sold it) Abercrombie & Fitch, he would make money on that trade. Therefore he can
offset some of his losses from Gap with gains from Abercrombie & Fitch. He reduces his risk of Gap by
hedging with Abercrombie & Fitch.

Q. When you say Courtney gains from the Abercrombie & Fitch trade, what does this mean?
A. When Courtney goes short A&F it means he has sold it before he owns it. So say he sold 100 A&F
shares short for $50 each. He receives $5,000 cash for doing so. This transaction is conducted through
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his broker and he now owes 100 A&F shares to his broker, to be paid back at some time the future. As
time goes by the retail industry does poorly and the share price of A&F falls to $40.

Q. If the stock price of A&F falls to $40, what does this mean for Courtney’s profits?
A. Since Courtney owes 100 A&F shares to his broker he can now go out and buy the 100 shares for $40
each, costing him a total of $4,000. Therefore Courtney has made $1,000 profit. (He received $5,000
from the original short sale and then paid $4,000 to buy A&F, so his profit is $1,000)

Derivatives

Derivatives that are used by hedge funds can take on many forms, and the more complex derivatives
(interest rate swaps, foreign currency swaps, contract for differences, total return swaps, etc.) are not cov-

ered in this book. Discussed now are the most basic forms of derivatives: ‘put’ and “call’ options on stocks:

Option Definitions

Put option
A ‘put’ option gives the holder the right to sell the underlying stock at a specified price (strike price) on or
before a given date (exercise date).

Call option
A ‘call’ option gives the holder the right to buy the underlying stock at specified price (strike price) on or
before a given date (exercise date).

Option writer

The seller of these options is referred to as the “writer” — many hedge funds will often write options in
accordance with their strategies. This is the person who originates an option contract by promising to per-
form a certain obligation in return for the price or premium of the option. Any investor can sell options
(write options) provided they have answered an options questionnaire provided to them by their broker.
This would determine the knowledge of the investor and whether they understand the risks associated with
writing options.

p

How does a hedge fund manager use options to reduce
risk?

Consider Kristin, a long/short hedge fund manager, who in January 2004 owns 1,000 Wal-Mart shares.
The current share price is $73 per share. Kristin is concerned about developments in Wal-Mart's illegal
immigrant lawsuit that may cause the share price to decline sharply in the next two months and wants to
protect herself from this risk. The process that Kristin would go through to hedge the risk of Wal-Mart’s
share price falling would be:

e Kristin could buy 10 July ‘put’ options with a strike price of $65 on the Chicago Board Options
Exchange (www.cboe.com).
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e This ‘put’ option gives Kristin the right to sell 1,000 shares for $65 per share at any time before it
expires in July. If the market price of Wal-Mart falls below $65, the options can be exercised so that
Kristin received $65,000 for the entire holding. When the cost of the options is taken into account, the
amount realized is $62,500.

e |If the quoted option price is $2.50, each option contract would cost $250. Since each option contract
is valued per 100 shares, the total cost of the hedging strategy would be 10* $250 = $2,500.

e Although this strategy costs $2,500, it guarantees that the shares can be sold for at least $65 per share
for the life of the option (it expires in July).

e But if the market price stays above $65, the options are not exercised because Kristin can make more
money by just selling the shares for market price.

The Chicago Board Options Exchange (CBOE)

The CBOE created an orderly market with well-defined contracts on 16 stocks when it began trading call
option contracts in 1973. The exchange began trading put options in 1977. The CBOE now trades options
on over 1,200 stocks and many different stock indices. Many other exchanges throughout the world also
trade option contracts. To learn more, visit the exchange’s web site at www.cboe.com.

Short selling (going “short”)

Short selling involves the selling of a security that the seller does not own. Short sellers believe that the
stock price will fall and that they will be able to repurchase the stock at a lower price in the future. Thus,
they will profit from selling the stock at a higher price, then buy it in the future at a lower price. (The

opposite of going “short” is going “long,” when investors buy stocks they believe will rise.)

Short Selling Example

Jimmy believes that McDonalds is overvalued and that he can profit by selling short “MCD.” Jimmy sells
short 100 shares at $50 which means he has sold stock that he does not yet own, this is a stock loan.
In the future he has to buy the stock to repay the stock loan he entered into when shorting the stock. But,
McDonald’s price continues to rise to $75, this means that in order to buy the stock (this is called “cov-
ering” his stock loan), Jimmy pays $75 per share which results in him losing $2,500 (100 * $25)

Before Jimmy enters into the short sale, he must ensure that he is able to borrow the stock (get a stock
loan), usually through its prime broker. Jimmy will call the stock loan department of the prime broker to
see if the prime broker has the stock available to lend to him. If the stock loan department has the stock
to lend, then Jimmy can short sell the stock (borrowing it from the prime broker). If the stock is not avail-
able for borrow, Jimmy cannot sell short the security.
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Leverage

Leverage measures the amount of assets being borrowed for each investment dollar. Leverage (borrow-
ing additional funds) is utilized by hedge fund managers when they believe that the cost of the borrowed
funds will be minimal compared to the returns of a particular position. It can be a key component to hedge
fund management since it gives the hedge fund managers the ability to have higher returns (and potential-
ly lose more) with borrowed funds.

Typical hedge fund leverage depends on the type of financial instruments that the hedge fund trades. Fixed
income has lower risk levels so it is not uncommon to have four or five times the value of the fund bor-
rowed. Equities have a higher risk profile and therefore typical leverage is one and a half to two times the
value of the fund. However hedge funds are usually comprised of long and short positions, so a large mar-

ket rise or fall has little impact if their profitable positions were equally balanced by their losing positions.

The simplest examples in everyday life of leverage are house mortgages and car loans. The bank manag-
er uses the house or the car as collateral for the loan from the bank. The bank manager can then sell the
house or the car if you default on your loan. Similarly, the hedge fund manager uses the financial instru-
ments in his account as collateral for the funds they have borrowed from their bank (prime broker). The
primary sources of leverage are financial institutions and banks. If the hedge fund manager cannot pay
the loan back, the financial institution can then sell the collateral (the financial instruments in the account)
to pay back the loan.

Leverage Calculation Example

If the hedge fund has $1 million of invested money and is borrowing another $2 million, to bring the total
dollars invested to $3 million, then the leverage used is 200 percent. The amount of leverage typically
used by the fund is shown as a percentage of the fund.

Organizational Structure of a Typical Hedge Fund

President/Portfolio Manager/Principal

(AKA Hedge Fund Manager)

Portfolio Risk Chief Financial Chief Operations
Manager Manager Officer Officer

(Research Analyst) ( Traders ) ( Accountant ) C Operations Staff )
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So what exactly are hedge fund managers and what do they do? A hedge fund manager is normally the
founder and the key person in charge of overseeing the whole operation of the hedge fund. This means
that he/she is responsible for overseeing the portfolio, often making trading decisions, hiring personnel,
monitoring the risk of the portfolio and ensuring that the accounting and operations departments are in
order. The hedge fund manager is often referred to as the principal or president and can often also be

called the portfolio manager.

Hedge funds vary in size from assets under management from as little as $1 million to over $10 billion.
Unlike a typical investment bank, the roles of the employees at hedge funds are not the same for each
hedge fund. Someone entering an investment bank as a trader will likely have a similar role to someone
else entering another investment bank as a trader. Traders at hedge funds are likely to have different
responsibilities, which are usually determined by the size of the fund. At a smaller fund the trader is much
more likely to be involved with the operations of the trade whereas a larger hedge fund would have a sep-
arate operations person to handle this element. A smaller hedge fund may have 3- 4 employees whereas
a larger hedge fund may employ over 300 people.

A typical hedge fund will have various departments: operations, accounting, trading, and risk and investor rela-
tions. These departments support the trading decisions and operations of the hedge fund. Since the size of
hedge funds vary dramatically, the number of people in each department can range from 1 to over 20. As a
hedge fund grows in size (manages more money), more personnel are added to support the increased trading

volume.

In the next few pages we will attempt to clearly outline the different departments at hedge funds and the dis-
tinct roles within each department. While you read through the different roles it is very important to note that
specific job titles are not important at hedge funds. This is because one role (job) can have many different titles
depending on the hedge fund. For example, an Operations Analyst can also be called Portfolio Analyst, Trading

Assistant or Accountant depending on the size and environment of the fund.

In addition, due to the varying sizes of hedge funds, employees tend to have a more diverse range of responsi-
bilities, which may overlap between several different departments. This unique nature of the hedge fund job

requires superior teamwork skills and the ability to deal with a variety of people.

Director of Operations

Most individuals carrying this title either have several years of experience in the same capacity, a MBA or both.
At this stage one generally has a staff of 2-10 people who are direct reports. The job functions are similar to
the Operations Specialist although there is much more responsibility for the employees working under you as

well as maintaining relationships between prime broker, banks, and off shore administrators.

Most individuals carrying this title either have several years of experience in the same capacity, a MBA or both.
At this stage one generally has a staff of 2-10 people who are direct reports. The job functions are similar to
the Operations Specialist although there is much more responsibility for the employees working under you as

well as maintaining relationships between prime broker, banks, and off shore administrators.
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This position will generally pay between $100,000 and $250,000 depending on experience, background and size
of hedge fund.

Summary: After interviewing 10 people in Operations role here are few pros and cons that we gathered and

some hands on information we gathered:

A Day in the Life: Director of Operations

7:30 a.m. - Arrive at the office and log on to the computer, along will various back office and portfolio
systems such as DTC. (See Glossary)

8:15 — Go over exception reports (available only to a manager) that show trades that have not settled and
any Margin Calls for accounts and speak to the member of staff who works on it to get status on the item.

9:00 - Have weekly team meeting and go over team workload and coverage for the week.

10:00 - Get on a call with a manager in the prime broker because a large wire needs to be sent out for
management fees and there needs to be extra attention give to it to make sure it goes through properly.
The Prime Broker is described in detail in a few pages. In summary it is a department at an Investment
Bank that offers products, technology and clearing services to a hedge fund.

11:00 - Have a meeting with the Head Trader on the Convertible trading desk who does not agree with
the final position on a particular security. Go over each transaction and see if anything was incorrectly
booked. Have one of the staff members print all transaction reports internally and at the prime broker to
find a solution to this problem as it may involve large losses for the desk.

1:00 p.m. — Have lunch at the desk while browsing through some stories on Bloomberg.
2:00 - Field calls and help the staff resolve any pending problems.

4:00 - Re-Review all reports from the morning and make sure all highlighted discrepancies are resolved
otherwise jot them down as “open items’.

5:00 - Create a list of agenda items for the next day and look at the calendar of any meetings.
6:00 - Leave work and meet the prime broker for dinner who it taking the Operations team out.
7:00 - Discuss rates with the prime broker over dinner and get to know them better.

10:00 - Head home and try to get the motivation to go to the gym before crashing.

Risk Management

The risk department proactively monitors each hedge fund, identifying potential risks and then determin-
ing and understanding the importance of various types of risks. This department uses various propriety or
vendor tools and methodologies for risk management and implements strategies to prevent any risk com-
pletely or to deal with them if they occur.

At a hedge fund, a risk management role can vary depending on the size of the fund. At a small fund gen-
erally the principals or the trading group may monitor the risk and there are no specific risk personnel ver-

sus at a larger fund there is a group who is solely responsible for monitoring risk. Many hedge funds are
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also known to outsource their risk controls through third party vendors specialized in providing this serv-
ice to corporations, hedge funds, mutual funds etc. Many investment banks also provide such added value

service through their prime broker departments (described later in the book).

Fund of funds are known to have a very large risk teams because of two reasons: Firstly, due to the way
fund of funds operate they are dealing with a large variety of securities product base and secondly the risk
group plays a large role in alleviating concerns of existing and potential investors.

Risk Associate

This associate level position will play a supporting role in the risk department. Many hedge funds don’t
have a separate risk department but this position would be available at an investment banks prime broker

department.

At a prime broker the risk associate will perform the same duties except he will be monitoring risk for sev-
eral hedge funds that are prime broker clients. This position generally requires a minimum of a bachelor’s
degree and a few years of relevant experience. A thorough understanding of a variety of trading products
(i.e. options, fixed income, mortgage backed securities, swaptions), options risks (i.e. delta, gamma, Vega,
rho, and theta)* and strong analytical skills are strongly recommended. The daily job duties include but
are not limited to maintaining Value at Risk (VAR) data, back-testing and stress-testing securities within

a portfolio and reporting the analyzed data to senior risk management.

For example, Heather works with the trading group to monitor risk. The hedge fund where she works sub-
scribes/utilizes a risk monitoring system designed by a large investment bank. Every morning she will
perform analysis to the short portfolio measuring how minor changes in the stock market such as the Dow
Jones Industrial Average decreasing substantially in one day, could affect the value of the portfolio.
Heather does not have to compute everything manually because the Risk system has built in mathemati-
cal models to attribute for different scenarios, although Heather needs to understand what the output of
results mean and be able to verbally communicate those clearly to the traders and portfolio mangers along

with having spreadsheets and graphs as back up of her analysis.

This position generally pays from $50K to $70K depending on geographical location, previous experi-
ence, education skills and size of the corporation. The Risk position could potentially have interaction
with clients (investors) depending on the size of the fund. Some Hedge Funds have a designated Investor
Relations employee whose sole responsibility is to field calls form investors. Although, in smaller funds
investors may call the Risk group directly to state and address any risk concerns. It is important that a
hedge fund has a strong risk monitoring system because this reduces the likelihood of error and losses in

the fund and will also help alleviates the investor’s worries.

Risk jobs are found through job agencies or through connections. Generally traders also are well aware of

job openings in the Risk groups and can be a good source of contact/network.
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Day in the Life: Risk Analyst at a Large Hedge Fund
7:30 am - Get into the office and check e-mail. Chat with colleagues about interesting stories in the WSJ.
8:00 - Daily Risk Conference Call with Traders, Portfolio Manager and Principals

9:30 - Monitoring the portfolios on one screen while looking at the markets affecting the various securi-
ties on another screen. Quantify illiquid positions and valuations risk and compare margin requirements of
all positions with the custodian/prime broker making sure you are in agreement.

10:00 - Call the prime broker risk department and discuss risks involved in utilizing more leverage for a
particular option arbitrage fund. Write up a report based on the call to present to the principals.

11:00 - Compile statistics for the ongoing Exception Report for non-investment risk issues such as trade
settlement, particular trader leaving the organization, etc.

12:00 - Making sure that the portfolio is maintained within established risk parameters

1:00 - Eat lunch at the desk while preparing for the 1:30 meeting with potential investors of the hedge
fund who want to discuss business and corporate structure of the hedge fund and its links to the invest-
ment manger.

1:30 - 2:30 - Meeting with investors in a conference room. Emphasize the safety of assets to the
investor because of proper risk monitoring.

2:30 - Re cap the meeting with principals, see how it went and make a list of items to follow up with the
investor. It is very important that the Risk Manager gets rid of any potential investors concerns of sudden
losses.

4:00 - Work with the CFO or Accounting team to have them clarify a problem you noticed on last months
audit.

5:00 - Field calls and answer e-mails on all risk and portfolio inquiries to internal and external people.
7:00 - Look over notes from today and jot down any items that needs to be addressed tomorrow.
7:15 — Review schedule for next day.

7:30 — 8 - Head home and get to bed early for a good night’s sleep.
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Andor Capital Management
153 E. 53rd St., 58th FL

New York, NY 10022

Phone: (212) 224 5800

Fax: (212) 224 6010

www.andorcap.com

Angelo, Gordon & Co.
245 Park Ave.

New York, NY 10167
Phone: (212) 692 2042
Fax: (212) 867 9328

www.angelogordon.com

Caxton Associates
625 Madison Ave, 15th floor
New York, NY 10022

www.caxton.com

Citadel Investment Group
131 South Dearborn Street
Chicago, IL 60603

Phone: (312) 395-2100
Fax: (312) 368-1348

www.citadelgroup.com
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Farallon Capital Management
1 Maritime Plaza Suite 1325
San Francisco, CA 94111

Maverick Capital
767 Fifth Avenue

11th floor

New York, NY 10153
Phone: (212) 418-6900
Fax: (212) 418-6901

Moore Capital Management

1251 Avenue of the Americas, 53rd Fl.

New York, NY 10020

www.moorecap.com

Pequot Capital Management
500 Nyala Farm Road
Westport, CT 06880

Phone: (203) 429-2200

Fax: (203) 429-2400

WWwWw.pequotcap.com

Soros Fund Management LLC
888 Seventh Ave., 33rd FI.

New York, NY 10106

Phone: (212) 262-6300

Fax: (212) 245-5154
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The information in this section was excerpted from the Vault Career Guide to
Hedge Funds. Get the inside scoop on hedge fund careers with Vault:

o Vault Guides: Vault Career Guide to Hedge Funds, Vault Guide to Advanced and Quantitative Finance
Interviews, Vault Guide to Finance Interviews

¢ Employer Research: Online Investment Management Employer Profiles, Employee Surveys and more
® Message Boards: Vault Investment Management Career Advice Message Board

e (Career Services: Vault Resume and Cover Letter Reviews, rated the “Top Choice” by The Wall Street
Journal for resume makeovers

Go to www.vault.com
or ask your bookstore or librarian for other Vault titles.
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Technology is Everywhere

Information Technology (IT) is a huge, ever-changing field. It encompasses the products and services nec-
essary to store, convert, and deliver information electronically. This includes the entire computer infra-
structure of an organization: computer hardware, packaged software, computer system architecture, doc-

uments outlining technical procedures, many other computer-related products, and lots and lots of people.

Computers and IT continue to have an explosive impact of on life and business. More than ever, compa-
nies must rapidly evolve, incorporating new technologies into their daily operations to remain competi-
tive. From one-man sales companies to international medical labs, almost every type of business utilizes

an IT infrastructure to run, to expand, and occasionally, to simply comply with the law.

IT is essential to business because it allows people to communicate faster, more efficiently, and with more
capabilities than older technologies. A lone costume maker in Illinois can suddenly turn her enterprise into
an international business by putting up a web site. A corporate executive can instantaneously deliver vital
information to associates in Japan, South Africa, and England through the power of a secure network. A
student whose laptop gets stolen can immediately retrieve all of his lost information from a backup data-
base server. A doctor can use a computer program that makes all of his patients’ correspondences and

information secure from prying eyes. There is power in IT.

Since technology issues are so critical to a company’s health, a significant portion of business is involved
with IT. In fact, one in every 14 jobs in America is an IT or IT-related position. IT careers cover a broad
range of businesses, skill paths, office sizes, and backgrounds.

The scope of IT

Today, IT is integral in most businesses, and its definition is still being redefined. Although most jobseek-
ers know that IT involves widespread technologies, few trying to enter the field probably know just which

technologies or which jobs it encompasses.

Authorities describing IT demonstrate how widespread yet “blurry” the field is. First of all, “There is not
a government-wide definition of who is classified as an Information Technology worker,” says Roger
Moncarz, an economist for the U.S. Bureau of Labor Statistics. “There’s a wide sampling of estimates out

there, for exactly how to define an Information Technology worker.”

Moncarz continues, “Based on our definition of information technology workers, and based on govern-
ment occupational surveys, we come up with 3.3 million to 3.5 million IT workers in America. The
Information Technology Association of America (ITAA), in their recently released study, says there are

10.4 million IT workers. So there’s wide discrepancy.”

Regardless of who may define it, one thing is certain: IT is everywhere. Offices large and small must

maintain, utilize, and upgrade IT infrastructures to be effective in the marketplace. Because of the ubig-
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uitous and demanding nature of the technology, IT jobs run the gamut from entry-level, low-tech positions

to tech-savvy engineering managers.

The MBA in Tech

So you’re in IT and you decided to get an MBA. Perhaps your degree even came with a technology spe-

cialty, which is an increasingly common option. Where will your degree get you?

Despite the lore of the 1970s-era computer “hackers” who revolutionized personal computing by working
out of garages, many other people even then were studying for MBA degrees and were interested in tech-
nology. In the five-year period from 1976 to 1981, Harvard Business School produced Dan Bricklin
(VisiCalc), Scott Cook (Intuit), Donna Dubinsky (Palm), Meg Whitman (eBay), and many others.
Bricklin was an MIT-educated engineer, but has stated that he thought of many core ideas for the electron-

ic spreadsheet while in business school.

Today, working in IT or working at a technology manufacturer offers many opportunities for MBAs to
advance. Some of the popular fields are consulting, director-level positions, finance, law, marketing, proj-

ect management, sales, training, and the ultimate, which is C-level leadership.

Project management

As a project (or product) manager, you have a very specific set of goals to meet. They typically include
detailed technology specifications to follow, deadlines to make, and of course a budget to stick with.
Maybe you’d be put in charge of an IT department’s rollout of a new software product for internal users,
or in charge of a certain operating system version of a certain piece of hardware. Either way, acquiring an
MBA as a project/product manager can lead to doing the same job but with a bigger company, or to a posi-
tion with a VP title. As in marketing, project/product managers need a very wide range of skills and
knowledge, so having your MBA can only help. If you’re a hardcore engineer or programmer, the MBA

will help you get into project/product management in the first place.

Marketing

If the intensity of the IT lifestyle makes you feel burned-out, and you have some creative DNA, then you
may be a good fit for a position in technology marketing. The field involves dealing with advertising, part-
ners, the press, and anything related to corporate outreach. In technology marketing, more so than in other
fields, you will be expected to know quite a bit about the technology in question. By getting that MBA
you can also understand the technology’s business strategic situation, and have a good chance at moving

up into upper management.

Tech consulting

Many tech consultants are former successful technologists who desire to share what they’ve learned with

others. With just IT experience, you can get an entry-level consulting job, which means interfacing with
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your client’s own IT staff about their special needs. With a few years of experience and the addition of an
MBA degree, you can open your own consulting firm, be invited to participate in panels at trade shows,
or perhaps move from out of consulting and into the exciting world of venture capital. (To be a VC, you
need to excel at understanding business and technology hand-in-hand, just as good consultants do.) You
can also become an in-house consultant for a very large company, which may involve more deadlines and

politics to play, but leaves you not having to worry about finding new customers.

Director jobs

If you work for a company that makes technology products, instead of working in the IT department of a
company that simply utilizes technology, then possessing an MBA degree will often lead you into a “direc-
tor”-level job. For example, you might become the director of printers for a company that makes business
technology, or the director of R&D for a military software contractor. As a director, your role is a notch
below the division vice president and a notch above the various product managers. Product managers
work on just one thing, but as director you’re also working on a technology group’s sales, marketing, man-

ufacturing, etc.

Finance and law

Finance and law positions in an IT department or at a technology vendor have some aspects that are unique
compared to working in other fields. You may have to deal with patent issues, foreign employee visas,
international licensing laws, making sure the IT staff follows legal compliance rules for backing up data,
and working with multiple layers of distributors, partners, and resellers. By getting an MBA degree as
well, you are in good position to become a company’s operations director, or even to get a C-level posi-

tion if you have extensive sales or technology experience as well.

Sales

In sales the job description is very clear: generate revenue for the company. By having an MBA you can
manage entry-level staff, get the best and biggest clients, get into working with partners and resellers, or

even enter the field of “competitive intelligence” which is a nice way of saying corporate espionage.

Training

As an IT trainer you have many career options. You can work in a classroom setting, manage advanced
customer support, become involved with technical writing, educate the sales staff, or work with your com-
pany’s technology partners. With an MBA degree you can become a manager and get a title such as call

center director or VP of user experience.

Upper management

Last, and the hardest job to get, is technology upper management. To become a CIO, CTO, or even a CEO

in the technology field, an MBA degree is almost a requirement, especially at large companies. There are
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a lucky few who become business leaders straight out of core technology jobs (and with a lot of natural
talent) — the world’s richest person, Bill Gates, never even finished his undergraduate degree. But for mere
mortals, if you want to become an IT business leader, you can’t go wrong with an MBA: it will help you
close big sales, manage your company’s logistics, strategize for growth, and prepare you for the executive
suite.

Tech Experience and the MBA

Of course, getting an MBA is not enough for a successful career in tech. “My gut reaction is, get the real-
world experience,” says Paul Buonaiuto, director of recruiting for Computer Associates International Inc.,
the Islandia, N.Y. company specializing in business management software. The problem with classroom
experience alone, he says, is that “Unless you’re really out in the trenches, it’s difficult to implement some-
times what you read in a book. Real-world experience I hold in more high regard.” And even when a
rookie MBA gets hired, there is usually the need for some amount of re-training, as “A lot of the [MBA]

case studies are dot-com [or] an Enron or a latest-greatest merger,” Buonaiuto explains.

To really stand out in the hiring process, the ideal job candidate should also have some kind of hands-on
technology experience, Buonaiuto said. Candidates that well rounded come along “almost never,” he says.
When a pure MBA interviews in technology, “What’s sorely lacked in those folks looking for a job is
research skills. It becomes painfully evident in the interview” that they know about CA’s stock perform-
ance but know nothing about its technology other than what’s on the web site, he said.

Many future executive candidates start out as technical employees or lower-level managers. For them,
many companies will pay for a portion of their MBA educations. There are a wide range of choices for
where to get it — a traditional MBA program gives you the recognition that business is business and prof-
its are profits, regardless of your industry, while a specialized technology MBA program (such as in e-
commerce or systems management) will make you stand out but can be risky if your chosen specialty mar-
ket has a downturn. Magazines like Computerworld, BusinessWeek, and U.S. News & World Report some-
times publish features dedicated to ranking the graduate programs. The relative newness of specialized
degrees is another common point of debate: it’s been noted many times before that the leading rankings
often wildly disagree. Even once a degree is held, “They will be given additional opportunities for
advancement” with appropriate salaries, but it should not be taken for granted. “There’s not a hand-in-

hand correlation,” Buonaiuto noted.
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The information in this section was excerpted from the Vau/t Guide to Technology
Careers. Get the inside scoop on tech careers with Vault:

o Vault Guides: Vault Guide to Technology Careers, Vault Guide to the Top 25 Technology Consulting
Firms

¢ Employer Research: Online Tech Employer Profiles, Employee Surveys and more
® Message Boards: Vault Tech Career Advice Message Board

o Career Services: Vault Resume and Cover Letter Reviews, rated the “Top Choice” by 7he Wall Street
Journal for resume makeovers

Go to www.vault.com
or ask your bookstore or librarian for other Vault titles.
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The Boeing Company

@!HEI/VG®

Boeing World Headquarters
100 N. Riverside
Chicago, IL 60606

www.boeing.com/employment/college

With a heritage that mirrors the first 100 years of flight,
The Boeing Company provides products and services to
customers in 145 countries. Boeing is a premier manu-
facturer of commercial jetliners and a global market
leader in military aircraft, satellites, missile defense,
human space flight, and launch systems and services.
Total company revenues for 2003 were $50.5 billion.
Boeing employs more than 156,000 people in 70 coun-
tries and 48 states within the United States, with major
operations in the Puget Sound area of Washington state,
Southern California, Wichita and St. Louis.

EOE statement: Boeing is an equal opportunity employ-
er supporting diversity in the workplace.
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Honeywell International

Honeywell

101 Columbia Road
Morristown, New Jersey 07962
Phone: (973) 455-2000

www.honeywell.com\careers

Honeywell International is a $23 billion diversified tech-
nology and manufacturing leader, serving customers
worldwide with aerospace products and services; control
technologies for buildings, homes and industry; automo-
tive products; turbochargers; specialty chemicals; fibers;
and electronic and advanced materials. Based in Morris
Township, N.J., Honeywell’s shares are traded on the
New York, London, Chicago and Pacific Stock
Exchanges. It is one of the 30 stocks that make up the
Dow Jones Industrial Average and is also a component of
the Standard & Poor’s 500 Index.

Business schools Honeywell recruits from

University of Arizona; Arizona State University;
Brigham Young University; Carnegie Mellon University;
Columbia; Cornell; Emory; Georgia Tech; University of
Illinois; University of Maryland; University of
Michigan; Michigan State; University of Minnesota;
Massachusetts Institute of Technology; Northwestern;
Notre Dame; Ohio State; Penn State; Purdue University;
University of Tennessee; Thunderbird; UCLA; USC;

Vanderbilt; University of Virginia

© 2004 Vault Inc.
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3Com Corporation

350 Campus Dr.

Marlborough, MA 01752-3064
Phone: (508) 323-5000

Fax: (508) 323-1111

www.3com.com

Advanced Micro Devices, Inc.
1 AMD Place

Sunnyvale, CA 94088

Phone: (408) 749-4000

Fax: (408) 749-4291

www.amd.com

Agilent Technologies
395 Page Mill Rd.
Palo Alto, CA 94306
Phone: (650) 752-5000
Fax: (650) 752-5633

www.agilent.com

Analog Devices, Inc.

1 Technology Way
Norwood, MA 02062-9106
Phone: (781) 329-4700
Fax: (781) 461-3638

www.analog.com

Apple Computer, Inc.
1 Infinite Loop
Cupertino, CA 95014
Phone: (408) 996-1010
Fax: (408) 974-2113

www.apple.com

Applied Materials, Inc.
3050 Bowers Ave.

Santa Clara, CA 95054
Phone: (408) 727-5555
Fax: (408) 748-9943

www.appliedmaterials.com

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more.

Ariba, Inc.

807 11th Ave.
Sunnyvale, CA 94089
Phone: (650) 390-1000
Fax: (650) 390 1100

www.ariba.com

Atmel Corporation
2325 Orchard Pkwy.
San Jose, CA 95131
Phone: (408) 441-0311
Fax: (408) 436-4200

www.atmel.com

Cisco Systems, Inc.
170 W. Tasman Dr.
San Jose, CA 95134
Phone: (408) 526-4000
Fax: (408) 526-4100

WWW.CISCO.com

Computer Associates International, Inc.
1 Computer Associates Plaza

Islandia, NY 11749

Phone: (631) 342-6000

Fax: (631) 342-5329

www.ca.com

Cypress Semiconductor Corporation
3901 N. 1st St.

San Jose, CA 95134-1599

Phone: (408) 943-2600

Fax: (408) 943-6841

WWW.Cypress.com

Dell Computer

1 Dell Way

Round Rock, TX 78682-2222
Phone: (512) 338-4400

Fax: (512) 728-3653

Toll free: (800)-289-3355
www.dell.com
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EMC Corporation
176 South St.
Hopkinton, MA 01748
Phone: (508) 435-1000
Fax: (508) 497-6912

www.emc.com

Gateway, Inc.

14303 Gateway Place
Poway, CA 9206
Phone: (858) 848-3401
Fax: (858) 848-3402

www.gateway.com

Hewlett-Packard
3000 Hanover St.

Palo Alto, CA 94304
Phone: (650) 857-1501
Fax: (650) 857-5518

www.hp.com

IBM

New Orchard Rd.
Armonk, NY 10504
Phone: (914) 499-1900
Fax: (914) 765-7382
Toll free: (800) 426-4968

www.ibm.com

Intel Corporation

2200 Mission College Blvd.
Santa Clara, CA 95052-8119
Phone: (408) 765-8080

Fax: (408) 765-9904

Toll free: (800) 628-8686

www.intel.com

Intuit Inc.

2535 Garcia Ave.
Mountain View, CA 94043
Phone: (650) 944-6000
Fax: (650) 944-3699

Toll free: (800) 446-8848

www.intuit.com
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LSI Logic Corporation
1621 Barber Ln.
Milpitas, CA 95035
Phone: (408) 433-8000
Phone: (408) 954-3220

www.lsilogic.com

Microsoft Corporation

1 Microsoft Way
Redmond, WA 98052-6399
Phone: (425) 882-8080
Fax: (425) 936-7329

www.microsoft.com

Motorola, Inc.

1303 E. Algonquin Rd.
Schaumburg, IL 60196
Phone: (847) 576-5000
Fax: (847)-576-5372

www.motorola.com

Novell, Inc.

404 Wyman St., Ste. 500
Waltham, MA 02451
Phone: (781) 464-8000
Fax: (781) 464-8100
www.novell.com

Oracle Corporation

500 Oracle Pkwy.
Redwood City, CA 94065
Phone: (650) 506-7000
Fax: (650) 506-7200

Toll Free: (800) 672-2531
www.oracle.com

PeopleSoft, Inc.

4460 Hacienda Dr.
Pleasanton, CA 94588-8618
Phone: (925) 225-3000
Fax: (925) 694-4444

Toll Free: (800) 380-7638
www.peoplesoft.com
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Red Hat, Inc.

1801 Varsity Dr.
Raleigh, NC 27606-2072
Phone: (919) 754-3700
Fax: (919) 754-3701

Sun Microsystems

4150 Network Circle

Santa Clara, CA 950, Inc.54
Phone: (650) 960-1300
Fax: (408) 276-3804

Toll Free: (800) 555-9786
WWW.Sun.com

Samsung Electronics

250, 2-ga, Taepyung-ro, Jung-gu
Seoul, 100-742, South Korea
Phone: +82-2-727-7114
WWWw.samsung.com

SAP Aktiengesellschaft
Neurottstrasse 16

69190 Walldorf, Germany
Phone: +49-6227-74-7474
WWW.sap.com

Siebel Systems, Inc.
2207 Bridgepointe Pkwy.
San Mateo, CA

Phone: (650) 295-5000
Fax: (650) 295-5111

www.siebel.com

Siemens Corporation

153 E. 53rd St.

New York, NY 10022-4611
Phone: (212) 258-4000
Fax: (212) 767-0508

WWW.usa.siemens.com

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more.

Sony Corporation

7-35, Kitashinagawa, 6-chome,
Shinagawa-ku

Tokyo, 141-0001, Japan
Phone: +81-3-5448-2111

Wwww.sony.net

Sybase, Inc.

1 Sybase Dr.

Dublin, CA 94568
Phone: (925) 236-5000
Fax: (925) 236-4321

www.sybase.com

Symantec Corporation
20330 Stevens Creek Blvd.
Cupertino, CA 95014-2132
Phone: (408) 517-8000
Fax: (408) 253-3968

Www.symantec.com

Texas Instruments Incorporated
12500 TI Blvd.

Dallas, TX 75266-4136

Phone: (972) 995-2011

Fax: (972) 995-4360

wWww.ti.com

Xerox Corporation

800 Long Ridge Rd.
Stamford, CT 06904 (Map)
Phone: (203) 968-3000
Fax: (203) 968-3218

WWW.XErox.com
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Investment Banking

What is investment banking? Is it investing? Is it banking? Really, it is neither. Investment banking, or
I-banking, as it is often called, is the term used to describe the business of raising capital for companies
and advising them on financing and merger alternatives. Capital essentially means money. Companies
need cash in order to grow and expand their businesses; investment banks sell securities to public investors
in order to raise this cash. These securities can come in the form of stocks or bonds, which we will dis-
cuss in depth later.

The Firms

The biggest investment banks include Goldman Sachs, Merrill Lynch, Morgan Stanley, Credit Suisse First
Boston, Salomon Smith Barney, J.P. Morgan Chase and Lehman Brothers, among others. Of course, the
complete list of I-banks is more extensive, but the firms listed above compete for the biggest deals both
in the U.S. and worldwide.

You have probably heard of many of these firms, and perhaps have a brokerage account with one of them.
While brokers from these firms cover every major city in the U.S., the headquarters of every one of these
firms is in New York City, the epicenter of the I-banking universe. It is important to realize that invest-
ment banking and brokerage go hand-in-hand, but that brokers are one small cog in the investment bank-
ing wheel. As we will cover in detail later, brokers sell securities and manage the portfolios of “retail” (or
individual) investors.

Many an I-banking interviewee asks, “Which firm is the best?” The answer, like many things in life, is
unclear. There are many ways to measure the quality of investment banks. You might examine a bank’s
expertise in a certain segment of investment banking. Those who watch the industry pay attention to
“league tables,” which are rankings of investment banks in several categories (e.g., equity underwriting or
M&A advisory). The most commonly referred to league tables are published quarterly by Thomson
Financial Securities Data (TFSD), a research firm based in Newark, N.J. TFSD collects data on deals done
in a given time period and determines which firm has done the most deals in a given sector over that time

period. Essentially, the league tables are rankings of firm by quantity of deals in a given area.

Corporate Finance

Stuffy bankers?

The stereotype of the corporate finance department is stuffy, arrogant (white and male) MBAs who fre-
quent golf courses and talk on cell-phones nonstop. While this is increasingly less true, corporate finance
remains the most white-shoe department in the typical investment bank. The atmosphere in corporate
finance is, unlike that in sales and trading, often quiet and reserved. Junior bankers sit separated by cubi-

cles, quietly crunching numbers.

Visit Vault at www.vault.com for insider company profiles, expert advice,
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Depending on the firm, corporate finance can also be a tough place to work, with unforgiving bankers and
expectations through the roof. Although decreasing, stories of analyst abuse abound, and some bankers
come down hard on new analysts to scare and intimidate them. The lifestyle for corporate finance profes-
sionals can be a killer. In fact, many corporate finance workers find that they literally dedicate their lives
to the job. Social life suffers, free time disappears, and stress multiplies. It is not uncommon to find ana-
lysts and associates wearing rumpled pants and wrinkled shirts, exhibiting the wear and tear of all-
nighters. Fortunately, these long hours pay remarkable dividends in the form of six-figure salaries and

huge year-end bonuses.

Personality-wise, bankers tend to be highly intelligent, motivated, and not lacking in confidence. Money
is important to the bankers, and many anticipate working for just a few years to earn as much as possible,
before finding less demanding work. Analysts and associates tend also to be ambitious, intelligent and
pedigreed. If you happen to be going into an analyst or associate position, make sure to check your ego
at the door but don’t be afraid to ask penetrating questions about deals and what is required of you.

The deal team

Investment bankers generally work in deal teams which, depending on the size of a deal, vary somewhat
in makeup. In this chapter we will provide an overview of the roles and lifestyles of the positions in cor-
porate finance, from analyst to managing director. (Often, a person in corporate finance is generally called
an I-banker.) Because the titles and roles really do not differ significantly between underwriting to M&A,
we have included both in this explanation. In fact, at most smaller firms, underwriting and transaction
advisory are not separated, and bankers typically pitch whatever business they can scout out within their

industry sector.

The Players

Analysts

Analysts are the grunts of the corporate finance world. They often toil endlessly with little thanks, little
pay (when figured on an hourly basis), and barely enough free time to sleep four hours a night. Typically
hired directly out of top undergraduate universities, this crop of bright, highly motivated kids does the
financial modeling and basic entry-level duties associated with any corporate finance deal.

Modeling every night until 2 a.m. and not having much of a social life proves to be unbearable for many
an analyst and after two years many analysts leave the industry. Unfortunately, many bankers recognize
the transient nature of analysts, and work them hard to get the most out of them they can. The unfortu-
nate analyst that screws up or talks back too much may never get quality work, spending his days bored
until 11 p.m. waiting for work to come, stressing even more than the busy analyst. These are the analysts
that do not get called to work on live transactions, and do menial work or just put together pitchbooks all
the time.
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When it comes to analyst pay, much depends on whether the analyst is in New York or not. In NYC, salary
often begins for first-year analysts at $45,000 to $55,000 per year, with an annual bonus of approximate-
ly $30,000. While this seems to be a lot for a 22-year-old with just an undergrad degree, it’s not a great
deal if you consider per-hour compensation. At most firms, analysts also get dinner every night for free
if they work late, and have little time to spend their income, often meaning fat checking and savings
accounts and ample fodder to fund business school or law school down the road. At regional firms, pay
typically is 20 percent less than that of their New York counterparts. Worth noting, though, is the fact that
at regional firms 1) hours are often less, and 2) the cost of living is much lower. Be wary, however, of the
small regional firm or branch office of a Wall Street firm that pays at the low end of the scale and still
shackles analysts to their cubicles. While the salary generally does not improve much for second-year
analysts, the bonus can double for those second-years who demonstrate high performance. At this level,
bonuses depend mostly on an analyst’s contribution, attitude, and work ethic, as opposed to the volume of
business generated by the bankers with whom he or she works.

Associates

Much like analysts, associates hit the grindstone hard. Working 80- to 100-hour weeks, associates stress
over pitchbooks and models all night, become experts with financial modeling on Excel, and sometimes
shake their heads wondering what the point is. Unlike analysts, however, associates more quickly become
involved with clients and, most importantly, are not at the bottom of the totem pole. Associates quickly
learn to play quarterback and hand-off menial modeling work and research projects to analysts. However,
treatment from vice presidents and managing directors doesn’t necessarily improve for associates versus
analysts, as bankers sometimes care more about the work getting done, and not about the guy or gal work-
ing away all night to complete it.

Usually hailing directly from top business schools (sometimes law schools or other grad schools), associ-
ates often possess only a summer’s worth of experience in corporate finance, so they must start almost
from the beginning. Associates who worked as analysts before grad school have a little more experience
under their belts. The overall level of business awareness and knowledge a bright MBA has, however,
makes a tremendous difference, and associates quickly earn the luxury of more complicated work, client
contact, and bigger bonuses.

Associates are at least much better paid than analysts. An $80,000 salary generally starts them off, and
usually bonuses hit $25,000 and up in the first six months. (At most firms, associates start in August and
get their first prorated bonus in January.) Newly minted MBAs cash in on signing bonuses and forgivable
loans as well, especially on Wall Street. These can amount to another $25,000 to $30,000, depending on
the firm, providing total first-year compensation of up to $150,000 for top firms. Associates beyond their
first year begin to rake it in, earning $250,000 to $400,000 and up per year, depending on the firm’s prof-
itability and other factors.

Visit Vault at www.vault.com for insider company profiles, expert advice,
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Vice Presidents

Upon attaining the position of vice president (at most firms, after four or five years as associates), those in cor-
porate finance enter the realm of real bankers. The lifestyle becomes more manageable once the associate
moves up to VP. On the plus side, weekends sometimes free up, all-nighters drop off, and the general level of
responsibility increases — VPs are the ones telling associates and analysts to stay late on Friday nights. In the
office, VPs manage the financial modeling/pitchbook production process in the office. On the negative side, the
wear and tear of traveling that accompanies VP-level banker responsibilities can be difficult. As a VP, one
begins to handle client relationships, and thus spends much more time on the road than analysts or associates.
You can look forward to being on the road at least two to four days per week, usually visiting clients and poten-
tial clients. Don’t forget about closing dinners (to celebrate completed deals), industry conferences (to drum up
potential business and build a solid network within their industry), and, of course, roadshows. VPs are perfect

candidates to baby-sit company management on roadshows.

Directors/Managing Directors

Directors and managing directors (MDs) are the major players in corporate finance. Typically, MDs set their
own hours, deal with clients at the highest level, and disappear whenever a drafting session takes place, leaving
this grueling work to others. (We will examine these drafting sessions in depth later.) MDs mostly develop and
cultivate relationships with various companies in order to generate corporate finance business for the firm. MDs
typically focus on one industry, develop relationships among management teams of companies in the industry

and visit these companies on a regular basis. These visits are aptly called sales calls.

Pay scales for vice presidents and managing directors

The formula for paying bankers varies dramatically from firm to firm. Some adhere to rigid formulas based on
how much business a banker brought in, while others pay based on a subjective allocation of corporate finance
profits. No matter how compensation is structured, however, when business is slow, bonuses taper off rapidly.
For most bankers, typical salaries may range from $100,000 to $200,000 per year, but bonuses can be signifi-
cantly greater. Total packages for VPs on Wall Street often hit over $500,000 level in the first year — and pay

can skyrocket from there.

Top bankers at the MD level might be pulling in bonuses of up to $1 million or more a year, but slow markets
(and hence slow business) can cut that number dramatically. It is important to realize that for the most part,
MDs act as relationship managers, and are essentially paid on commission. For top performers, compensation

can be almost inconceivable.
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Day in the Life: Associate, Corporate Finance

We ve asked insiders at leading investment banks to offer us insight into a day in the life of their position.

Here's a look at a day of an associate I-banker at Goldman Sachs.
8:15 a.m. Arrive at 85 Broad Street. (Show Goldman ID card to get past the surly elevator guards).

8:25 a.m. Arrive on 17th Floor. Use “blue card” to get past floor lobby. (“Don’t ever forget your blue
card. Goldman has tight security and you won’t be able to get around the building all day.”)

8:45 a.m. Pick up work from Word Processing, review it, make changes.
9:00 a.m. Check voice mail, return phone calls.

9:30 a.m. Eat breakfast; read The Wall Street Journal. (“But don’t let a supervisor see you with your

paper sprawled across your desk.”)
10:00 a.m. Prepare pitchbooks, discuss analysis with members of deal team.
12:00 p.m. Conference call with members of IPO team, including lawyers and client.

1:00 p.m. Eat lunch at desk. (“The Wall Street McDonald’s delivers, but it’s the most expensive
McDonald’s in New York City; Goldman’s cafeteria is cheaper, but you have to endure the shop talk.”)

2:00 p.m. Work on restructuring case studies; make several document requests from Goldman library.
3:00 p.m. Start to prepare analysis; order additional data from DRG (Data Resources Group).

5:00 p.m. Check in with vice presidents and heads of deal teams on status of work.

6:00 p.m. Go to gym for an abbreviated workout.

6:45 p.m. Dinner. (“Dinner is free in the IBD cafeteria, but avoid it. Wall Street has pretty limited food

options, so for a quick meal it’s the Indian place across the street that’s open 24 hours.”)
8:00 p.m. Meet with VP again. (“You’ll probably get more work thrown at you before he leaves.”)

9:45 p.m. Try to make FedEx cutoff. Drop off pitchbook to Document Processing on 20th Floor. (“You

have to call ahead and warn them if you have a last-minute job or you’re screwed.”)

10:00 p.m. Order in food again. (“It’s unlikely that there will be any room left in your meal allowance

— but we usually order in a group and add extra names to bypass the limit.”)

11:00 p.m. Leave for home. (“Call for a car service. Enjoy your nightly ‘meal on wheels’ on the way

home.”)

Visit Vault at www.vault.com for insider company profiles, expert advice,
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Bear Stearns & Co. Inc.
383 Madison Avenue
New York, NY 10179

www.bearstearns.com

BEAR
STEARNS

Founded in 1923, Bear, Stearns & Co. Inc. is a leading

investment banking and securities trading and brokerage
firm, and the major subsidiary of The Bear Stearns
Companies Inc. (NYSE:BSC). With approximately
$40.0 billion in total capital (as of February 29, 2004),
Bear Stearns serves governments, corporations, institu-
tions and individuals worldwide. The company's busi-
ness includes corporate finance and mergers and acquisi-
tions, institutional equities and fixed income sales and
trading, securities research, private client services, deriv-
atives, foreign exchange and futures sales and trading,
asset management and custody services. Through Bear,
Stearns Securities Corp., it offers financing, securities
lending, clearing and technology solutions to hedge
funds, broker-dealers and investment advisors.
Headquartered in New York City, the company has

approximately 10,500 employees worldwide.

VAULT

~o
o>

o0
>m
om
<A

Citigroup global corporate and investment bank
388 Greenwich Street
New York, NY 10013
Phone: 212-816-6000

A,
citigroup.
global corporate &
investment banking qroup

WWWw.oncampus.citigroup.com

Citigroup’s global corporate and investment bank pro-
vides Global Banking, Capital Markets and Transaction
Services for corporations, institutional investors and
governments in more than 100 countries. In both equities
and fixed income we offer a dominant sales and trading
platform, industry-leading research, top-tier institutional
distribution, as well as strategic and financial advisory
services on a wide range of M&A transactions and capi-
tal-raising activities. These include acquisitions, merg-
ers, divestitures, restructurings, underwriting and distrib-
uting equity, debt and derivative securities. Citigroup
Global Markets Inc. Member SIPC.

Business schools Citigrouprecruits from

Amos Tuck; Carnegie Mellon; Chicago; Columbia;
Cornell; Darden; Fletcher; Fuqua; Georgetown; Harvard,;
Kellogg; Michigan; MIT; NYU; Stanford; UCLA; U of
Texas at Austin; UNC; Wharton; Yale

© 2004 Vault Inc.



Goldman Sachs
85 Broad Street
New York, NY 10004

WWW.gs.com/careers

Goldman Sachs is a leading global

investment banking, securities and investment manage-
ment firm that provides a wide range of services world-
wide to a substantial and diversified client base that
includes corporations, financial institutions, govern-
ments and high net worth individuals. Goldman Sachs
provides a team-based, collegial environment where peo-
ple take the time to properly train, mentor and support
you, helping you find the best place for your talents. We
offer our team members a chance to build a broad-based
skill set that in turn provides them with a breadth of
opportunities across all levels, regions and business

areas.

Schools Goldman recruits from

We actively recruit at schools across the United States
and welcome applications for both full-time positions
and summer internships. Please view our calendar of

events to see when we might be on your campus.

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more.
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Merrill Lynch

@g Merrill Lynch

250 Vesey Street
New York, New York 10080

www.ml.com/careers

Merrill Lynch is a leading global financial management
and advisory company with a presence in 35 countries
across six continents, serving the needs of both individ-
ual and institutional clients with a diverse range of finan-
cial services. We have three principle businesses (Global
Markets & Investment Banking, Global Private Client,
and Merrill Lynch Investment Managers) that are sup-
ported by Corporate Resources groups.

We offer the following opportunities for undergraduates:
Global Markets

Investment Banking

Private Client

Credit

Investment Management

Operations

Technology

Accounting & Finance

Human Resources

We offer the following opportunities for MBA students:
Global Markets

Investment Banking

Private Client

Private Wealth

Research

Business Finance
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SG Cowen & Co., LLC
1221 Avenue of the Americas
New York, NY 10020
Phone: 212-278-4000

associate.us-ib@sgcowen.com

SG

Cowen & Co.

Www.sgcowen.com

SG Cowen & Co., LLC is a full-service investment bank-
ing firm and securities brokerage with a global commit-
ment to the technology, health care, Consumer, Media
and Communications and related high-growth sectors.
SG Cowen & Co. provides innovative financing solu-
tions to clients and investors worldwide. It is a part of SG
Corporate & Investment Banking, and a subsidiary of
Societe Generale, a diversified, global financial services
institution. SG Cowen & Co. is a registered broker deal-
er and a member of SIPC.

Business schools SG Cowen recruits from
Columbia; Darden; Emory; Harvard; UCLA; USC;
Wharton
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Banc of America Securities LLC
9 West 57th Street

New York, New York 10019
Phone: (888) 583-8900

www.bofasecurities.com

Barclays Capital

200 Park Avenue

New York, NY 10166
Phone: (212) 412-4000

www.barcap.com

Bear, Stearns & Co., Inc.
383 Madison Avenue
New York, NY 10179
Phone: (212) 272-2000
Fax: (212) 272-4785

www.bearstearns.com

The Blackstone Group
345 Park Avenue

New York, NY 10154
Phone: (212) 583-5000
Fax: (212) 583-5712

www.blackstone.com

CIBC World Markets
425 Lexington Ave.
New York, NY 10017
Phone: (212) 856-4000

www.cibcwm.com

Credit Suisse First Boston
11 Madison Avenue

New York, NY 10010-3629
Phone: (212) 325-2000
Fax: (212) 325-6665

www.csfb.com
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Deutsche Bank

60 Wall Street

New York, NY 10003
Phone: (212) 250-2500
www.db.com

Dresdner Kleinwort Wasswerstein
1301 Avenue of the Americas

New York, NY 10019

Phone: (212) 969-2700

www.drkw.com

Greenhill & Co.
300 Park Avenue
New York, NY 10022
Phone: (212) 389-1500
www.greenhill-co.com

Houlihan Lokey Howard & Zukin
1930 Century Park West

Los Angeles, CA 90067

Phone: (310) 553-8871

Fax: (310) 553-2173

www.hlhz.com

ING Group

Strawinskylaan 2631

1077 ZZ Amsterdam, The Netherlands
Phone: +31-20-541-54-11

Fax: +31-20-541-54-51

www.ing.com

Jefferies & Co.

520 Madison Avenue
12th Floor

New York, NY 10022
Phone: (212) 284-2550
www.jefco.com

MBA Career Bible
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J.P. Morgan Chase
270 Park Avenue

New York, NY 10017
Phone: (212) 270-6000
Fax: (212) 270-2613

www.jpmorganchase.com

Lazard

30 Rockefeller Plaza
New York, NY 10020
Phone: (212) 632-6000

www.lazard.com

Lehman Brothers

745 Seventh Avenue

New York, NY 10019-6801
Phone: (212) 526-7000

www.lehman.com

Morgan Stanley

1585 Broadway

New York, NY 10036
Phone: (212) 761-4000

www.morganstanley.com

Piper Jaffray & Co.

800 Nicollet Mall, Suite 800
Minneapolis, MN 55402-7020
Phone: (800) 333-6000

www.piperjaffray.com

Rothschild North America
Rothschild North America
1251 Avenue of the Americas
51st Floor

New York, NY 10020

Phone: (212) 403-3500

Fax: (212) 403-3501
www.rothschild.com

Visit Vault at www.vault.com for insider company profiles, expert advice,
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Thomas Weisel Partners Wachovia

1 Montgomery St. 301 S. College Street
San Francisco, CA 94104 Suite 4000

Phone: (415) 364-2500 Charlotte, NC 28288
Fax: (415) 364-2695 Phone: (704) 374-6161
www.tweisel.com Fax: (704) 383-0996

www.wachovia.com
UBS Investment Bank

299 Park Avenue

New York, NY 10171
Phone: (212) 821-3000
www.ibb.ubs.com

The information in this section was excerpted from the Vault Career Guide to
Investment Banking. Get the inside scoop on corporate finance, M&A, research,
and other investment banking jobs with Vault:

e Vault Guides: Vault Career Guide to Investment Banking, Vault Guide to the Top 50 Banking
Employers, Vault Guide to Advanced and Quantitative Finance Interviews, Vault Guide to Finance
Interviews

¢ Employer Research: Online Investment Banking Employer Profiles, Employee Surveys and more

® Message Boards: Vault Investment Banking Career Advice Message Board

o Career Services: Career Services: One-on-One Finance Interview Prep

Go to www.vault.com
or ask your bookstore or librarian for other Vault titles.
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Investment Management

How many industries can you think of that impact households all over the world? Very few. That is one
of the many exciting aspects of the asset management industry — more people than ever before are plan-

ning for their future financial needs, and as a result, the industry is more visible and important than ever.

Investment management vs. asset management

A quick note about the terms investment management and asset management: these terms are often used
interchangeably. They refer to the same practice — the professional management of assets through invest-
ment. Investment management is used a bit more often when referring to the activity or career (i.e., “I'm
an investment manager” or “That firm is gaining a lot of business in investment management”), whereas

“asset management” is used more with reference to the industry itself (i.e., “The asset management indus-

try”).

More stability

Because of the stability of cash flows generated by the industry, investment management provides a rela-
tively stable career when compared to some other financial services positions (most notably investment
banking). Investment management firms are generally paid a set fee as a percentage of assets under man-
agement. (The fee structure varies, and sometimes is both an asset-centered fee plus a performance fee,
especially for institutional investors.) Still, even when investment management fees involve a perform-
ance incentive, the business is much less cyclical than cousins like investment banking. Banking fees
depend on transactions. When banking activities such as [POs and M&A transactions dry up, so do fees
for investment banks, which translates into layoffs of bankers. In contrast, assets are quite simply always

being invested.

History

To better understand why asset management has become such a critical component of the broader finan-

cial services industry, we must first become acquainted with its formation and history.

The beginnings of a separate industry

While the informal process of managing money has been around since the beginning of the 20th century,
the industry did not begin to mature until the early 1970’s. Prior to that time, investment management was
completely relationship-based. Assignments to manage assets grew out of relationships that banks and
insurance companies already had with institutions — primarily companies or municipal organizations with
employee pension funds — that had funds to invest. (A pension fund is set up as an employee benefit.
Employers commit to a certain level of payment to retired employees each year and must manage their
funds to meet these obligations. Organizations with large pools of assets to invest are called institutional

investors.)
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These asset managers were chosen in an unstructured way — assignments grew organically out of pre-exist-
ing relationships, rather than through a formal request for proposal and bidding process. The actual prac-
tice of investment management was also unstructured. At the time, asset managers might simply pick 50
stocks they thought were good investments — there was not nearly as much analysis on managing risk or
organizing a fund around a specific category or style. (Examples of different investment categories
include small cap stocks and large cap stocks. We will explore the different investment categories and
styles in a later chapter.) Finally, the assets that were managed at the time were primarily pension funds.
Mutual funds had yet to become broadly popular.

ERISA, 401(k) plans and specialist firms

The two catalysts for change in the industry were: 1) the broad realization that demographic trends would
cause the U.S. government’s retirement system (Social Security) to be underfunded, which made individ-
uals more concerned with their retirement savings, and 2) the creation of ERISA (the Employment
Retirement Income Secruity Act) in 1974, which gave employees incentives to save for retirement private-
ly through 401(k) plans. (401(k) plans allow employees to save pre-tax earnings for their retirement.)
These elements prompted an increased focus on long-term savings by individual investors and the forma-

tion of what can be described as a private pension fund market.

These fundamental changes created the opportunity for professional groups of money managers to form
“specialist” firms to manage individual and institutional assets. Throughout the 1970s and early 1980s,
these small firms specialized in one or two investment styles (for example, core equities or fixed income
investing).

During this period, the investment industry became fragmented and competitive. This competition added
extra dimensions to the asset management industry. Investment skills, of course, remained critical.
However, relationship building and the professional presentation of money management teams also began

to become significant.

The rise of the mutual fund

In the early to mid 1980s, driven by the ERISA laws, the mutual fund came into vogue. While mutual
funds had been around for decades, they were only used by financially sophisticated investors who paid a
lot of attention to their investments. However, investor sophistication increased with the advent of mod-
ern portfolio theory (the set of tools developed to quantitatively analyze the management of a portfolio;
see sidebar on next page). Asset management firms began heavily marketing mutual funds as a safe and
smart investment tool, pitching to individual investors the virtues of diversification and other benefits of
investing in mutual funds. With more and more employers shifting retirement savings responsibilities
from pension funds to the employees themselves, the 401(k) market grew rapidly. Consequently, con-
sumer demand for new mutual fund products exploded (mutual funds are the preferred choice in most
401(k) portfolios). Many specialists responded by expanding their product offerings and focusing more
on the marketing of their new services and capabilities.
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Modern Portfolio Theory

Modern Portfolio Theory (MPT) was born in 1952 when University of Chicago economics student Harry
Markowitz published his doctoral thesis, “Portfolio Selection,” in the Journal of Finance. Markowitz,
who won the Nobel Prize in economics in 1990 for his research and its far-reaching effects, provided the
framework for what is now known as Modern Portfolio Theory. MPT quantifies the benefits of diversifi-
cation, looking at how investors create portfolios in order to optimize market risk against expected returns.
Markowitz, assuming all investors are risk averse, proposed that investors, when choosing a security to
add to their portfolio, should not base their decision on the amount of risk that an individual security has,
but rather on how that security contributes to the overall risk of the portfolio. To do this, Markowitz con-
sidered how securities move in relation to one another under similar circumstances. This is called “corre-
lation,” which measures how much two securities fluctuate in price relative to each other. Taking all this
into account, investors can create “efficient portfolios,” ones with the highest expected returns for a given

level of risk

Consolidation and globalization

The dominant themes of the industry in the 1990s were consolidation and globalization. As many former
specialists rapidly expanded, brand recognition and advanced distribution channels (through brokers or
other sales vehicles) became key success factors for asset management companies. Massive global com-
mercial and investment banks entered the industry, taking business away from many specialist firms.
Also, mutual fund rating agencies such as Lipper (founded in 1973, now a part of Reuters) and
Morningstar (founded in Chicago in 1984) increased investor awareness of portfolio performance. These
rating agencies publish reports on fund performance and rate funds on scales such as Morningstar’s 4-star

rating system.

These factors led to a shakeout period of consolidation. From 1995 to 2001, approximately 150 mergers
took place, creating well-established and formidable players such as Capital Group and Citigroup. As
opposed to specialist firms, these large financial services firms provide asset management products that
run the gamut: mutual funds, pension funds, management for high-net-worth individuals, etc. While many

excellent specialist firms continue to operate today, they are not the driving force that they once were.
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The Industry Today

Wealth creation in the 1990s has led to even greater demand for money management services today. In
the U.S. alone, 2.8 million families have reached millionaire status. Mutual fund demand has continued
to increase; as of 2002, there were 8,000 different funds in the market, up from just 3,000 in 1990. In fact,
nearly 50 million households invest in mutual funds, with a total worth of $8.5 trillion, up from only $340
billion in 1984 and $1 trillion as recently as 1990.

As the industry has matured, total assets under management (AUMs) in the United States have grown to
$20 trillion. Consolidation and globalization have created a diverse list of leading industry players that
range from well-capitalized divisions of investment banks, global insurance companies and multinational

commercial banks to independent behemoths, such as Fidelity and Capital Group.

Below is a list of the 20 largest worldwide asset management companies as of 2001. Pay attention to one
critical component that may not be immediately obvious: the leading players in the industry are located
all over the U.S. Working in the industry, unlike other areas of financial services like investment bank-

ing, does not require that you live in a particular region of the country.

Portfolio Management

The portfolio management segment of the firm makes the ultimate investment decision; it’s the depart-
ment that “pulls the trigger.” There are three jobs that typically fall under this component of the firm: port-
folio managers, associate portfolio managers and portfolio manager assistants. Recent college graduates
often fill portfolio assistant positions, while individuals with many years of investment experience hold
associate and senior portfolio manager assignments. MBAs are not hired as portfolio managers right out
of business school unless they have a ton of experience. Typically, MBAs who wish to pursue a career in
portfolio management join investment management firms in their investment research divisions. After
two years in research, MBAs will then have a choice: either stay in research or leverage their research

experience to move into an associate portfolio manager position.

Senior portfolio manager

Portfolio managers are responsible for establishing an investment strategy, selecting appropriate invest-
ments and allocating each investment properly. All day long, portfolio managers are presented with
investment ideas from internal buy-side analysts and sell-side analysts from investment banks. It is their
job to sift through the relevant information and use their judgment to buy and sell securities. Throughout
each day, they read reports, talk to company managers and monitor industry and economic trends looking

for the right company and time to invest the portfolio’s capital.

The selection of investments must adhere to the style of the portfolio. For instance, a large-capitalization
growth manager might be screening for only companies that have a market-capitalization in excess of $3
billion and earnings growth characteristics that exceed its industry. Therefore, the portfolio manager

would not even consider a $500 million utility stock with a 6 percent dividend yield.
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Associate portfolio manager

The associate portfolio manager position requires an MBA, CFA or considerable investment experience.
Typically, the job is filled by successful research analysts who have at least 3 to 5 years of post-MBA expe-
rience. The job itself is very similar to that of the senior portfolio manager with one main exception: asso-
ciates interact less with clients than senior managers do. Associate portfolio managers are usually
assigned smaller, less sophisticated portfolios to manage or serve as lieutenants on large, complicated port-

folios.

The role of the associate portfolio manager differs depending on which segment of the market is being
served — mutual fund, institutional or high-net-worth. For instance, associate portfolio managers at many
mutual fund firms will either act as the lead investor on a sector fund or as second-in-command on a large
diversified fund. Depending on the firm, an associate could also act as a lead on a sector fund and a sec-
ond-in-command on a diversified fund at the same time. Alternatively, on the institutional side, associate
portfolio managers typically apprentice with seasoned portfolio managers on the largest and most compli-
cated portfolios. After they have succeeded in that role, the firm will assign them smaller institutional

accounts to manage on their own.

Successful associate portfolio managers will usually be promoted to senior portfolio managers within 2 to

5 years.

Investment Research

The investment research segment is responsible for generating recommendations to portfolio managers on
companies and industries that they follow. Similar to the portfolio management segment, there are three
potential positions: senior research analyst, investment research associate and investment research assis-
tant. Senior research analysts typically have 2 to 4 years of post-MBA research experience. Research

associates are usually recent MBA graduates, while assistants are recent college graduates.

Senior research analyst

Senior research analysts are investment experts in their given industry focus. An equity analyst covers

stocks; a fixed income analyst covers bonds.

Their role is to predict the investment potential of the companies in their sector. For instance, take an equi-
ty analyst covering computer hardware companies, including Apple Computer. The analyst would be
responsible for predicting Apple’s future earnings and cash flow, and comparing the fair value of Apple to
the expectations of the stock market. To do this, the analyst would build a financial model that included
all of the potential variables to derive Apple’s earnings and appropriate value (e.g., sales growth and busi-

ness costs, as well as research and development).

A fixed income analyst focusing on telecom, for example, might be looking at a new high-yield corporate
bond issued by Qwest. The main thing the analyst will be looking for is Qwest’s ability to pay off that

loan — the amount of the bond. The analyst will look at historical cash flows, project future cash flows
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and look at other debt obligations that might be more senior to the new bond. This will tell the analyst the
likelihood that Qwest will be able to pay off the bond.

Analysts spend a considerable amount of time attending industry conferences, meeting with company
management and analyzing industry supply and demand trends to derive business forecasts. Many ana-

lysts follow 20 to 30 companies and must be an expert on each.

An important part of a senior research analyst’s job is to convey their recommendations to the portfolio
management teams. Therefore, senior analysts spend considerable time presenting to portfolio managers
and issuing investment reports. Because of this, senior research analysts must be articulate and persua-

sive in their convictions in order to earn respect within the firm.

Senior research analysts typically have served as investment research associates for 2 to 4 years, post
MBA or CFA, before assuming their position. If successful in their role, many senior analysts move into

portfolio management roles later in their careers.

Investment research associate

This is the role for most MBAs or those with equivalent experience. Essentially, investment research asso-
ciates have the same responsibilities as senior research analysts with one exception: associates are given
smaller industries to follow. Typically, the industry assigned to an associate is a component of a broader
sector that is already being analyzed by a senior analyst. For instance, a research associate might be

assigned HMOs and work closely with the senior analyst in charge of insurance companies.

The associate analyst creates investment recommendations in the same manner as a senior analyst. In gen-
eral, new associates spend several weeks familiarizing themselves with their industry by reading industry
papers, journals and textbooks, and attending industry conferences. A large percentage of a research ana-
lyst’s time is spent monitoring industry and company trends to predict financial results for the company.
Therefore, research associates are constantly speaking with management, customers and suppliers to
gauge the current status of the company they are analyzing. Armed with financial models and fundamen-
tal company analysis, they develop investment recommendations that they distribute to the firm’s portfo-

lio managers.

One of the greatest challenges for a new associate is the steepness of the learning curve. Portfolio man-
agers don’t have the patience or the luxury to allow an analyst to be uninformed or consistently incorrect.

New associates work extremely hard building trust with portfolio managers.

Obviously, financial acumen and quantitative skills are a must for a research associate, but communica-
tion skills are also critical. Research associates need to be able to clearly and persuasively communicate
their investment recommendations. These associates must also be able to respond to detailed inquiries
from portfolio managers that challenge their ideas — which requires a strong tact and a great deal of

patience. Furthermore, associates need to be energetic, diligent and intellectually curious.

Research associates are usually promoted to larger industries within 2 to 4 years of joining the firm.
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Advest Group

90 State House Sq.
Hartford, CT 06103
Phone: (860) 509-1000
Fax: (860) 509-3849

www.advest.com

AIG Global Investment Group
175 Water St., 24th Fl1.

New York, NY 10038

Phone: (212) 458-2000

Fax: (212) 458-2200

www.aiggig.com

AIM Investments

11 Greenway Plaza, Suite 100
Houston, TX 77046

Phone: (713) 626-1919;

Fax: (713) 993-9890

www.aiminvestments.com

Alliance Capital Management
1345 Avenue of the Americas
New York, NY 10105

Phone: (212) 969-1000

Fax: (212) 969-2229

www.alliancecapital.com

American Century Investments
4500 Main Street

Suite 1500

Kansas City, MO 64111

Phone: (816) 531-5575

Fax: (816) 340-7962

www.americancentury.com

BlackRock, Inc.

40 East 52nd Street
New York, NY 10022
Phone: (212) 754-5560
Fax: (212) 935-1370

www.blackrock.com

CalPERS

400 P Street

Lincoln Plaza

Sacramento, CA 95814

Phone: (916) 326-3000; (800) CalPERS
Fax: (916) 558-8400

www.calpers.ca.gov

Dreyfus Corporation
200 Park Ave.

New York, NY 10166
Phone: (212) 922-6000
Fax: (212) 922-7533

www.dreyfus.com

Federated Investors, Inc.
Federated Investors Tower
1001 Liberty Avenue
Pittsburgh, PA 15222-3779
Phone: (412) 288-1900
Fax: (412) 288-1171

www.federatedinvestors.com

Fidelity Investments
82 Devonshire St.
Boston, MA 02109
Phone: (617) 563-7000
Fax: (617) 476-6150

www.fidelity.com

Franklin Resources
One Franklin Parkway
San Mateo, CA 94404
Phone: (650) 312-2000
Fax: (650) 312-5606

www.franklintempleton.com
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Gabelli Asset Management
1 Corporate Center

Rye, NY 10580

Phone: (914) 921-3700;
Fax: (914) 921-5392

www.gabelli.com

ING Americas

5780 Powers Ferry Road NW
Atlanta, GA 30327

Phone: (770) 980-3300

Fax: (770) 980-3301

WWww.ing-usa.com

Janus Capital Group Inc.
100 Filmore Street

Suite 300

Denver, CO 80206

Phone: (303) 333-3863
Fax: (303) 336-7497

WWW.janus.com

MFS Investment Management
500 Boylston St.

Boston, Ma 02116

Phone: (617) 954-5000

Fax: (617) 954-6620

www.mfs.com

Nuveen Investments, Inc.
333 W. Wacker Dr.
Chicago, IL 60606

Phone: (312) 917-7700;
Fax: (312) 917-8049

Toll Free: (800) 257-8787

www.nuveen.com

Pacific Investment Management Co.

840 Newport Center Dr., Ste. 300
Newport Beach, CA 92660
Phone: (949) 720-6000

Fax: (949) 720-1376

WWW.pimco.com
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Pequot Capital Management
500 Nyala Farm Road
Westport, CT 06880

Phone: (203) 429-2200

Fax: (203) 429-2400

WWWw.pequotcap.com

Putnam Investments
One Post Office Square
Boston, MA 02109
Phone: (617) 292-1000
Fax: (617) 482-3610

Www.putnaminvestments.com

T. Rowe Price Group, Inc.
100 East Pratt Street
Baltimore, MD 21202
Phone: (410) 345-2000
Fax: (410) 345-2394

www.troweprice.com

TIAA-CREF

730 Third Ave.

New York, NY 10017-3206
Phone: (212) 490-9000
Fax: (212) 916-6231

www.tiaa-cref.org

The Vanguard Group Inc.
100 Vanguard Boulevard
Malvern, PA 19355

Phone: (610) 669-1000

Fax: (610) 669-6605

www.vanguard.com

Wellington Management Company, LLP
75 State Street

Boston, MA 02109

Phone: (617) 951-5000

Fax: (617) 951-5250

www.wellington.com
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The information in this section was excerpted from the Vault Career Guide to
Investment Management. Get the inside scoop on portfolio management, invest-
ment research and other investment management careers with Vault:

e Vault Guides: Vault Career Guide to Investment Managment, Vault Guide to Advanced and

Quantitative Finance Interviews, Vault Guide to Finance Interviews, Vault Guide to Top Financial
Services Employers

¢ Employer Research: Online Investment Management Employer Profiles, Employee Surveys and more

® Message Boards: Vault Investment Management Career Advice Message Board

o (Career Services: One-on-One Finance Interview Prep

Go to www.vault.com
or ask your hookstore or librarian for other Vault titles.
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Management Consulting

What is Consulting?

A giant industry, a moving target

Consulting, in the business context, means the giving of advice for pay. Consultants offer their advice
and skill in solving problems, and are hired by companies who need the expertise and outside perspective
that consultants possess. Some consulting firms specialize in giving advice on management and strategy,
while others are known as technology specialists. Some concentrate on a specific industry area, like finan-
cial services or retail, and still others are more like gigantic one-stop shops with divisions that dispense
advice on everything from top-level strategy, to choosing training software, to saving money on paper

clips.

But consulting firms have one thing in common: they run on the power of their people. The only product
consulting firms ultimately have to offer is their ability to make problems go away. As a consultant, you
are that problem-solver.

Not the kind of consulting we mean

As a standalone term, “consulting” lacks real meaning. In a sense, everyone’s a consultant. Have you
ever been asked by a friend, “Do I look good in orange?” Then you’ve been consulted about your color
sense. There are thousands upon thousands of independent consultants who peddle their expertise and
advice on everything from retrieving data from computers to cat astrology. There are also fashion con-
sultants, image consultants, and wedding consultants. For the purposes of this section, we are going to

use the term “consulting” to refer specifically to management consulting.

Management consulting firms sell business advisory services to the leaders of corporations, governments,
and non-profit organizations. Typical concentrations in consulting include strategy, IT, HR, finance, and
operations. Types of problems in consulting include pricing, marketing, new product strategy, IT imple-
mentation, or government policy. Finally, consulting firms sell services in virtually any industry, such as

pharmaceuticals, consumer packaged goods, or energy.

Firms can be organized or broken up according to topic, type of problem, or industry. For example, a firm
might focus on strategy problems only, but in virtually any industry. Bain & Company is an example of
one such firm. Another firm might focus on a specific industry, but advise on nearly any type of issue.
Oliver, Wyman and Company, which focuses on the financial services industry, is an example of this type
of firm. Many of the larger firms have a “matrix” organization, with industry practice groups but also
functional practice groups. And some firms are extremely specialized. For example, a firm might have
only two employees, both focusing solely on competitive analysis in the telecommunications industry. All

of these are examples of management consulting.
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Caveats about consulting

All this might sound great, but before we go on, we should address some common misconceptions about

consulting.

* Implementation — You might be thinking, “All consultants do is figure out problems at companies and
explain them. Awesome. [’'m going to be making great money for doing something really easy.”
Unfortunately, that’s not true. Spotting a client’s problems is a mere fraction of the battle. (Most peo-
ple with a fair amount of common sense and an outsider’s perspective can identify a client’s problems.

And in many cases, clients also understand where the problems lie.)

The job of the consultant, therefore, isn’t just about knowing what’s wrong. It’s about figuring out how
to make it right. Even finding the solution isn’t the end of the story. Consultants must make sure the
solution isn’t too expensive or impractical to implement. (Many consulting firms have what’s called an
80 percent rule: It’s better to put in place a solution that takes care of 80 percent of the problem than to
strive for a perfect solution that can’t be put into place.) A corollary to this is the 80/20 rule: 80 percent
of a problem can be solved in 20 percent of the time. Consultants must also get buy-in from the clients.
Not only does bureaucracy often make implementation tough, but consultants must also convince indi-
vidual client employees to help them make solutions work. It’s tough to solve problems — and that’s

why clients hire consultants.

Glamour — Consulting can indeed be exciting and high profile, but this is the exception, not the rule.
Chances are, you won’t be sitting across from the CEO at your next project kick-off, and you probably
won’t be staying in four-star hotels in the coolest cities in the world (though both are possible).
Depending on the industry and location of your client’s business, your environment might be a mid-
range hotel in a small city, and you might be working with the senior vice president of one of the com-

pany’s many business units.

Prestige — Consulting is widely thought of as a prestigious career among business circles, particularly
MBAs. But you should realize that in contrast to work in investment banking, your work in consulting
will probably never get mentioned in The Wall Street Journal. Very few consulting firms are publicly

recognized for the help they give.

As a result, few people outside of the industry really understand what consulting is. In fact, a running
joke about consulting is that no one can explain it, no matter how hard or many times one tries. If you
want a job you can explain to your grandmother, consulting isn’t for you. Most “civilians” won’t have

heard of your firm — unless it has been involved in a scandal, that is.

* Income — The salary looks attractive on paper, but remember, it’s not easy money. Divide your salary

over the (large) number of hours, and the pay per hour isn’t much better than other business careers.

So what does a consultant actually do, anyway?

Most “non-consultants” are mystified by the actual job and its day-to-day responsibilities. There are good
reasons why this is so. While you’re used to giving advice and solving problems, you may not understand

how this translates into a career path. The problem is compounded because consultants tend to use a very
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distinctive vocabulary. You may not know what your skill set is, or how not to boil the ocean, or what the
heck consultants mean when they talk about helicoptering. In addition, many consulting firms have their

own specific philosophies and problem-attacking frameworks, which only raise the level of jargon.

The short answer is that you will be working on projects of varying lengths at varying sites for different
clients. What you do will depend on your seniority, experience, phase of the project and your company.
If you are a partner, you are selling work most of the time, whereas if you have a recent MBA degree, you
are probably overseeing a couple of entry-level consultants doing research. For the most part, we’ll
describe the job that entry-level and mid-level (MBA or the equivalent) consultants do. Generally, proj-
ects follow the pitching/research/analysis/report writing cycle.

Depending where you are in the project lifecycle, here are some of the things you could be doing:

Pitching
» Helping to sell and market the firm (preparing documents and researching prospective clients in prepa-

ration for sales calls)
* Helping to write the proposal

» Presenting a sales pitch to a prospective client (usually with PowerPoint, Microsoft’s presentation soft-

ware)

Research
» Performing secondary research on the client and its industry using investment banking reports and other

research sources (these include Bloomberg, OneSource, Hoover’s Online, Yahoo! News and SEC fil-
ings)

* Interviewing the client’s customers to gather viewpoints on the company

* Checking your firm’s data banks for previous studies that it has done in the industry or with the client,

and speaking to the project leads about their insights on the firm
* Facilitating a weekly client team discussion about the client company’s business issues

Analysis

* Building Excel discounted cash flow (DCF) and/or other quantitative financial models
* Analyzing the gathered data and the model for insights
» Helping to generate recommendations

Reporting
» Preparing the final presentation (typically a “deck” of PowerPoint slides, though some firms write up
longer reports in Microsoft Word format)

» Helping to present the findings and recommendations to the client
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Implementation
 Acting as a project manager for the implementation of your strategy, if your firm is typically active dur-

ing the implementation phase of a project

» Executing the coding, systems integration, and testing of the recommended system, if you work for an

IT consulting practice
* Documenting the team’s work after the project is over

Administration
» Working on internal company research when your firm has no projects for you. (Being unstaffed is

referred to as being “on the beach,” a pleasant name for what is often a tedious time.)
« Filling out weekly time tracking and expense reports

Keep in mind that the analysis phase — usually the most interesting part — is probably the shortest part of
any assignment. Consultants staffed on projects typically do a lot of research, financial analysis, Excel
model building and presentation. You will attend lots of meetings in your quest to find the data, create the
process and meet the people who will help you resolve the issues you’ve been hired to address. And, when
you’re not staffed, you will spend time “on the beach” doing research on prospective clients and helping
with marketing efforts. (It’s called “on the beach” because the time when you’re not staffed on a paid
engagement is usually less frenetic — though not always so!) Consulting firms spend a lot of time acquir-
ing the work, and depending on how the firm is structured or how the economy is doing, you could spend
significant amounts of time working on proposals. For you, this usually means lots of research, which is

then elucidated on the omnipresent PowerPoint slides.

To some extent, though, the boundaries of the job are virtually limitless. Each project carries with it a new
task, a new spreadsheet configuration, a new type of sales conference, or an entirely new way of thinking
about business. To top it all off, you often must travel to your work assignment and work long hours in a

pressurized environment. It’s not easy.

Consulting Skill Sets

Consultants focus their energies in a wide variety of practice areas and industries. Their individual jobs,
from a macro level, are as different as one could imagine. While a supply chain consultant advises a client
about lead times in their production facility, another consultant is creating a training protocol for a new

software package. What could be more different?

Despite the big picture differences, however, consultants’ day-to-day skill sets are, by necessity, very sim-
ilar. (Before we go any further: by skill set, we mean “your desirable attributes and skills that contribute

value as a consultant.” Skill set is a handy, abbreviated way to refer to same.)

Before we talk about the skill sets, keep in mind that there is a big difference between the job now and the
job six to eight years from now, if and when you are a partner. We are going to talk about whether you
would like the job now, but you should think about whether this might be a good long-term career for you.

Is your goal to see it through to partner? If you would rather have an interesting job for six years, you just
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have to know you have the qualities to be a good consultant and manager. To be a partner, you have to be
a persuasive salesperson. You will spend nearly 100 percent of your time selling expensive services to
companies who don’t think they need help. Your pay and job security will depend on your ability to make
those sales.

Do you have the following characteristics in your skill set?

* Do you work well in teams? Consultants don’t work alone. Not only do they frequently brainstorm
with other consultants, but they also often work with employees at the client company, or even with con-
sultants from other companies hired by the client. Consultants also frequently attend meetings and inter-
view potential information sources. If you’re the sort of person who prefers to work alone in quiet envi-

ronments, you will not enjoy being a consultant.

* Do you multi-task well? Not only can consulting assignments be frenetic, but consultants are often
staffed on more than one assignment. Superior organizational skills and a good sense of prioritization
are your friends. Would your friends describe you as a really busy person who’s involved in a ton of

activities, and still able to keep your personal life on track?

* Speaking of friends, do you like talking to people? Do you find yourself getting into interesting con-
versations over lunch and dinner? If you consider yourself a true introvert and find that speaking to peo-
ple all day saps your energy, you will likely find consulting quite enervating. On the other hand, if you
truly relish meetings, talking to experts, explaining your viewpoints, cajoling others to cooperate with

you and making impromptu presentations, you’ve got some valuable talents in your consulting skill set.

* Did you love school? Did you really like going to class and doing your homework? There’s a high
correlation between academic curiosity and enjoyment of consulting.

* Are you comfortable with math? Consulting firms don’t expect you to be a math professor, but you
should be comfortable with figures, as well as commonly used programs like Excel, Access and
PowerPoint. If you hate math, you will hate consulting. On a related note, you should also relish and
be good at analysis and thinking creatively. Consultants have a term, now infiltrating popular culture,
called “out of the box thinking.” This means the ability to find solutions that are “outside the box” —

not constrained by commonly accepted facts.

* Are you willing to work 70, even 80 hours a week? Consultants must fulfill client expectations. If
you must work 80 hours a week to meet client expectations, then that will be your fate. If you have
commitments outside work, for example, you may find consulting hours difficult. Even if you have no
major commitments outside work, understand what such a schedule means to you. Try working from 8

a.m. to 10 p.m. one day. Now imagine doing so five days a week for months on end.

» Last, but certainly not least, are you willing to travel frequently? (See the next section for a discus-

sion of travel in consulting.)

Be truthful. If you can’t answer most of these points with a resounding “yes,” consulting is most likely
not for you. The point is not just to get the job, but also to know what you’re getting into — and to truly
want to be a consultant.

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more. V U LT
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The Traveling Salesman Problem

A lot of people go into the consulting field with the notion that travel is fun. “Traveling four days a week?
No problem! My last vacation to Italy was a blast!” However, many soon find the traveling consultant’s

life to be a nightmare. Many consultants leave the field solely because of travel requirements.

Here’s what we mean by consulting travel. Different consulting firms have different travel models, but

there are two basic ones:

* A number of consulting firms (the larger ones) spend four days on the client site. This means traveling
to the destination city Monday morning, spending three nights in a hotel near the client site, and flying
home late Thursday night. (This will, of course, vary, depending on client preference and flight times.)

The same firms often try to staff “regionally” to reduce flying time for consultants.

* The other popular travel model is to go to the client site “as needed.” This generally means traveling at
the beginning of the project for a few days, at the end of the project for the presentation, and a couple
of times during the project. There is less regularity and predictability with this travel model, but there

is also less overall time on the road.

Here are some variations of these travel modes that pop up frequently:

* International projects involve a longer-term stay on the client site. (Flying consultants to and from the
home country every week can get expensive.) For example, the consultant might stay two or three
weeks on or near the client site (the client might put you up in a corporate apartment instead of a hotel

to save costs) and then go home for a week, repeating the process until the end of the project.

* Then, there is the “local” project that is really a long commute into a suburb, sometimes involving up
to two hours in a car. Examples of this include consulting to Motorola (based in not-so-convenient
Schaumberg, IL) while living in Chicago, or consulting to a Silicon Valley client while living in San
Francisco. In these cases, you might opt to stay at a local hotel after working late, instead of taking the
long drive home. This is not very different from non-local travel, and it can be more grueling, due to

the car commute.

You need to ask yourself a number of questions to see if you are travel-phobic. For example, when you
pack to go on vacation, do you stress about it? Do you always underpack or overpack? Do you hate fly-
ing? Do you hate to drive? Do you mind sleeping in hotel rooms for long periods of time? Are you com-
fortable with the idea of traveling to remote cities and staying there for three or four nights every week for
ten weeks? If you’re married, do you mind being away from your spouse (and children if you have them)
for up to three nights a week? Does your family mind? Will your spouse understand and not hold it
against you if you have to cancel your anniversary dinner because the client wants you to stay a day later?
If you and your spouse both travel for work, who will take care of the pets? Does the idea of managing

your weekly finances and to-do lists from the road bother you?

If these questions make your stomach churn, look for consulting companies that promise a more stable

work environment. For example, if you work in financial consulting and live in New York City, most of
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your clients may be local. But because consulting firms don’t always have the luxury of choosing their
clients, they can’t guarantee that you won’t travel. Moreover, many large companies build their corpo-
rate campus where they can find cost-effective space, often in the suburbs or large corporate parks. (If
you absolutely can not travel, some of the largest consulting firms, such as Accenture, have certain busi-
ness units that can guarantee a non-traveling schedule. Ask.)

Note that travel is common in the consulting field, but not all consultants travel. And not all clients expect
you to be on site all the time. It absolutely depends on the firm’s travel model, industry, your location,

and most importantly, your project.

Day in the Life: Associate Strategy Consultant

Greg Schneider is an associate at the Boston office of a top strategy consulting firm office. He kindly

agreed to share a “typical” workday with Vault, noting that no day at any consulting firm can be called

typical.

6:15 a.m.: Alarm goes off. I wake up asking myself why I put “run three times per week” into the team
charter. I meet another member of the team, and we hobble out for a jog. At least it’s warm out — another

advantage of having a project in Miami.

7:15 a.m.: Check voice mail. Someone in London wants a copy of my knowledge building document on man-
aging hypergrowth. A co-worker is looking for information about what the partner from my last team is like to

work with.

7:30 a.m.: Breakfast with the team. We discuss sports, Letterman, and a morning meeting we have with the

client team (not necessarily in that order). We then head out to the client.

9:00 a.m.: Meet with the client team. We’ve got an important progress review with the CEO next week, so
there’s a lot going on. We’re helping the client to assess the market potential of an emerging technology. Today’s
meeting concerns what kind of presentation would be most effective, although we have trouble staying off tan-
gents about the various analyses that we’ve all been working on. The discussion is complicated by the fact that
some key data is not yet available. We elect to go with a computer-based slide show and begin the debate on

the content.

10:53 a.m.: Check voice mail. The office is looking for an interviewer for the Harvard Business School hell
weekend. The partner will be arriving in time for dinner and wants to meet to discuss the progress review. A

headhunter looking for a divisional VP. My wife reminding me to mail off the insurance forms.

11:00 a.m.: I depart with my teammate for an interview. We meet with an industry expert (a professor from a
local university) to discuss industry trends and in particular what the prospects are for the type of technology
we’re looking at. As this is the last interview we plan to do, we are able to check many of our hypotheses. The
woman is amazing — we luck out and get some data we need. The bad news is, now we have to figure out what

it means.

12:28 p.m.: As I walk back in to the client, a division head I’ve been working with grabs me and we head to

lunch. He wanted to discuss an analysis he’d given me some information for, and in the process I get some inter-

Visit Vault at www.vault.com for insider company profiles, expert advice,
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esting perspectives about the difficulties in moving the technology into full production and how much it could

cost.

1:30 p.m.: I jump on a quick conference call about an internal knowledge building project I’'m working on for

the marketing practice. I successfully avoid taking on any additional responsibility.

2:04 p.m.: Begin to work through new data. After discussing the plan of attack with the engagement manager,

I dive in. It’s a very busy afternoon, but the data is great. I get a couple “a-ha”s — always a good feeling.
3:00 p.m.: Short call with someone from Legal to get an update on the patent search.

6:00 p.m.: Team meeting. The engagement manager pulls the team together to check progress on various fronts
and debate some issues prior to heading to dinner with the partner. A quick poll determines that Italian food wins

— we leave a voice mail with the details.

6:35 p.m.: Call home and check in with the family. Confirm plans for weekend trip to Vermont. Apologize for

forgetting to mail the insurance forms.

7:15 p.m.: The team packs up and heads out to dinner. We meet the partner at the restaurant and have a pro-
ductive (and calorific) meal working through our plans for the progress review, the new data, what’s going on
with the client team, and other areas of interest. She suggests some additional uses for the new data, adds her
take on our debates, and agrees to raise a couple issues with the CFO, whom she’s known for years. She takes

a copy of our draft presentation to read after dinner.

9:15 p.m.: Return to hotel. Plug in computer and check e-mail, since I hadn’t had a chance all day. While I'm
logged in, I download two documents I need from the company database, check the Red Sox score, and see how

the client’s stock did.

10:10 p.m.: Pre-sleep voice mail check. A client from a previous study is looking for one of the appendices,

since he lost his copy. The server will be down for an hour tomorrow night.
10:30 p.m.: Watch SportsCenter instead of going right to sleep, as I know I probably should.

Note: Had this been an in-town study, the following things would have been different: I wouldn’t have run with
another member of my team, and we’d have substituted a conference call for the dinner meeting, so we could

go home instead. Also, I probably wouldn’t have watched SportsCenter.
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The information in this section was excerpted from the Vault Career Guide to
Consulting. Get the inside scoop on consulting careers with Vault:

o Vault Guides: Vault Career Guide to Consulting, Vault Guide to the Case Interview, Vault Guide to the
Top 50 Management and Strategy Consulting Firms, Vault Case Interview Practice Guide

¢ Employer Research: Online Consulting Employer Profiles, Employee Surveys and more
e Message Boards: Vault Consulting Career Advice Message Board

e Career Services: One-on-One Case Interview Prep

Go to www.vault.com
or ask your bookstore or librarian for other Vault titles.

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more. V U LT
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Employer Directory

Accenture
Offices in 48 countries

>
accenture

High performance. Delivered.

campusconnection.accenture.com

Accenture’s the world’s leading management consulting,
technology services and outsourcing company. We deliver
cutting-edge technologies and solutions to companies
around the world to help them become high-performance
businesses. By improving their operations or reducing their
costs, our innovative solutions help clients transform the
way they do business, making them more competitive in
their market.Whether you want to develop deep technical
skills, build business and industry expertise, develop leader-
ship qualities or extend your personal development,
Accenture offers a variety of career opportunities to help
you achieve your goals. Visit campusconnection.accen-
ture.com to learn more about the exciting opportunities with
Accenture.

Business schools Accenture recruits from

Duke University; Northwestern; Penn State; Texas A&M;
University of CA-Berkeley; University of Michigan;
University of Norte Dame; University of Georgia;
University of Pennsylvania; University of Texas-Austin;
Virginia Tech Univ; Cornell University; RPI; U of Illinois;
U of Virginia; Georgia Tech; Purdue University; Ohio State
University; Columbia University; UCLA

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more.

Bain & Company

BAIN & COMPANY

131 Dartmouth Street
Boston, MA 02116
Phone: 617-572-2000
www.bain.com

Bain & Company’s business is helping to make companies
more valuable. We work collaboratively with top manage-
ment teams on their most critical business issues. Our focus
is on helping our clients beat their competitors and generate
substantial, lasting financial impact. We provide practical
insights, customized recommendations, and we work with
our clients on implementation. Our focus is on driving
change within an organization and achieving real results.
We have a diversified client base — across industries, geog-
raphies and client types. In all, we are 2,800 employees
from a diverse set of backgrounds working in 30 offices

across 19 countries worldwide.

Business schools Bain recruits from

Australian Grad School of Business; China-Europe
International Business School; CMU; Columbia University;
Cornell (Johnson School of Management); Dartmouth
(Tuck); Duke (Fuqua); Harvard Business School; IESE;
IMD; Imperial College of Science, Technology &
Medicine; Indian Institute of Management; INSEAD; ISA;
Katholieke Universiteit Leuven; London Business School;
LUISS; Melbourne Business School; MIT (Sloan);
Northwestern (Kellogg); Oxford Said School of Business;
Richard Ivey School of Business; Sasin; SDA Bocconi;
UC Berkeley; UCLA
(Anderson School); University of Cape Town; University of
Chicago; UNC-Chapel Hill (Kenan-Flagler); University of
Michigan; UPENN (Wharton); University of Stellenbosch;
University of Toronto (Rotman School of Business); UVA
(Darden); Wits Business School; Yale

Stanford; Universiteit Gent;
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Booz Allen Hamilton

Booz | Allen | Hamilton

101 Park Avenue
New York City, New York 10178
www.boozallen.com/mba

Booz Allen Hamilton, a global strategy and technology con-
sulting firm, works with clients to deliver results that
endure. The firm works with the world's leading corpora-
tions to enhance their long-term competitive advantage by
helping them deal with multiple, seemingly conflicting
objectives-reducing uncertainty and helping to manage risks
by developing strategies and implementing clear solutions.
The firm also works with government agencies, institutions
and infrastructure organizations worldwide, providing a
broad rand of management consulting, engineering, IT and
systems development/integration services.

Business schools Booz recruits from
Carnegie Mellon; Columbia; Fuqua; Harvard; INSEAD;
Kellogg; London Business School; MIT; NYU; Stanford; U
of Michigan; U of Chicago; Wharton;
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Capgemini

@® Capgemini

CONSULTING.TECHNOLOGY.OUTSOURCING

Five Times Square
New York, NY 10036
WWW.USs.capgemini.com/careers

In providing innovative consulting solutions, we offer man-
agement and IT consulting services, systems integration,
technology development, design and outsourcing capabili-
ties on a global scale to help businesses continue to imple-
ment growth strategies and leverage technology in the new
economy. Our goal is to help our clients realize significant
improvement in revenue growth, operating efficiency and
the management of capital by solving mission-critical prob-
lems. We assist global companies by identifying, designing,
and implementing value added changes in their strategies
and operations. The organization employs about 50,000
people worldwide and reported 2002 global revenues of
about 5.754 billion euros.

Business schools Capgemini recruits from

Columbia University Graduate School of Business; Duke
University Fuqua School of Business; Georgia Institute of
Technology Dupree college of School of Management;
University of Florida; University of Michigan (@ Ann Arbor
School of Business; New York University Stern School of
Business; University of California @ Los Angeles
Anderson School of Management; University of California
@ Berkeley Haas School of Business; University of Texas
@ Austin McComb School of Business; Cornell University
Johnson School of Business; University of North Carolina
@ Chapel Hill Kenan-Flagler School of Business;
University of Pennsylvania Wharton School of Business;
Northwestern University Kellogg school of Management;
University of Chicago Graduate school of Business;
Michigan State University Eli Broad School of Business

© 2004 Vault Inc.



Deloitte

Deloitte

1633 Broadway
New York, NY 10013-6754

All candidate are to submit to opportunities via our
career website located at www.deloitte.com/careers

Deloitte, one of the nation's leading professional servic-
es firms, provides audit, tax, consulting, and financial
advisory services through nearly 30,000 people in more
than 80 U.S. cities. Known as an employer of choice for
innovative human resources programs, the firm is dedi-
cated to helping its clients and its people excel.
"Deloitte" refers to the associated partnerships of
Deloitte & Touche USA LLP (Deloitte & Touche LLP
and Deloitte Consulting LLP) and subsidiaries. Deloitte
is the U.S. member firm of Deloitte Touche Tohmatsu.

MBA Career Bible
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The Advisory Board

The Watergate

600 New Hampshire, N.W.
Washington, DC 20037

Phone: (202) 672-5600

Fax: (202) 672-5700
www.advisoryboardcompany.com

Arthur D. Little

68 Fargo Street
Boston, MA 02210
Phone: (617) 443-0309
Fax: (617) 443-0166
www.adlittle-us.com

A.T. Kearney

222 West Adams Street
Chicago, IL 60606
Phone: (312) 648-0111
www.atkearney.com

BearingPoint

1676 International Drive
McLean, VA 22102
Phone: (703) 747-3000
Fax: (703) 747-8500
www.bearingpoint.com

Boston Consulting Group
Exchange Place

31st Floor

Boston, MA 02109

Phone: (617) 973-1200
Fax: (617) 973-1339
www.bcg.com

Cambridge Associates

100 Summer Street

Boston, MA 02110-2112
Phone: (617) 457-7500

Fax: (617) 457-7501
www.cambridgeassociates.com

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more.
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Charles River Associates
John Hancock Tower

200 Clarendon Street, T-33
Boston, MA 02116-5092
Phone: (617) 425-3000
Fax: (617) 425-3132
WWWw.crai.com

DiamondCluster International
Suite 3000

John Hancock Center

875 N. Michigan Avenue
Chicago, IL 60611

Phone: (312) 255-5000

Fax: (312) 255-6000
www.diamondcluster.com

The Gallup Organization
901 F Street, NW
Washington, D.C. 20004
Phone: (877) 242-5587
or (202) 715-3030

Fax: (202) 715-3041
www.gallup.com

Gartner

56 Top Gallant Road
Stamford, CT 06904
Phone: (203) 964-0096
www.gartner.com

Hay Group

The Wanamaker Building
100 Penn Square East
Philadelphia, PA 19107-3388
Phone: (215) 861-2000

Fax: (215) 861-2111
www.haygroup.com

Hewitt Associates

100 Half Day Road
Lincolnshire, IL 60069
Phone: (847) 295-5000
Fax: (847) 295-7634
www.hewitt.com
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IBM Business Consulting Services
Route 100

Somers, NY 10589
www-1.ibm.com/services/bcs/index.html

L.E.K. Consulting

28 State Street

16th Floor

Boston, MA 02109
Phone: (617) 951-9500
Fax: (617) 951-9392
www.lek.com

Marakon Associates
245 Park Avenue

44th Floor

New York, NY 10167
Phone: (212) 377-5000
Fax: (212) 377-6000
www.marakon.com

McKinsey & Company
55 East 52nd Street
New York, NY 10022
Phone: (212) 446-7000
Fax: (212) 446-8575
www.mckinsey.com

Mercer Human Resource Consulting
1166 Avenue of the Americas

New York, NY 10036

Phone: (212) 345-7000

Fax: (212) 345-7414
www.mercerHR.com

Mercer Management Consulting
1166 Avenue of the Americas
32nd Floor

New York, NY 10036

Phone: (212) 345-8000

Fax: (212) 345-8075
WWwWw.mercermc.com

Mercer Oliver Wyman

99 Park Avenue

Fifth Floor

New York, NY 10016

Phone: (212) 541-8100

Fax: (212) 541-8957
www.merceroliverwyman.com

© 2004 Vault Inc.



Monitor Group

Two Canal Park
Cambridge, MA 02141
Phone: (617) 252-2000
Fax: (617) 252-2100
WWWw.monitor.com

NERA

50 Main Street

White Plains, NY 10606
Phone: (914) 448-4000
Fax: (914) 448-4040
www.nera.com

Roland Berger Strategy Consultants
350 Park Avenue

30th Floor

New York, NY 10022

Phone: (212) 651-9680

Fax: (212) 756-8750
www.rolandberger.com

Stern Stewart & Company
135 East 57th Street

New York, NY 10022
Phone: (212) 261-0600
Fax: (212) 581-6420
www.sternstewart.com

MBA Career Bible
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The Parthenon Group
200 State Street
Boston, MA 02109
Phone: (617) 478-2550
Fax: (617) 478-2555
www.parthenon.com

Towers Perrin

One Stamford Plaza

263 Tresser Blvd.
Stamford, CT 06089
Phone: (203) 326-5400
Fax: (203) 326-5499
WWww.towersperrin.com

Watson Wyatt Worldwide
1717 H Street, NW
Washington, DC 20006
Phone: (202) 715-7000
Fax: (202) 715-7700

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more.
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NManufacturing

The Engine Driving the Economy

The manufacturing industry

America’s manufacturing industry is a powerful engine driving the nation’s economy, making up roughly
one-fifth of all U.S. economic activity. Between 1992 and 2000, the industry contributed 22 percent of
the country’s economic growth, or 28 percent with the addition of software production. It’s a major force
in employment, as well, comprising 12 percent of all jobs. Through its “multiplier effect,” manufacturing
actually creates economic output in other industries by using intermediate goods and services in its pro-
duction process — so that every $1 of a manufacturing product sold to a final user creates an additional
$1.43 in intermediate economic output, according to the Department of Commerce. The U.S. continues
to lead the world in many manufacturing sectors, including automobiles, aerospace, steel, telecommuni-
cations and consumer goods, and it also maintains the lead in exports of manufactured products. It’s no
wonder economists pay such close attention to U.S. manufacturing stats and figures — and no wonder that

the pronounced slump in the sector since 2000 has been cause for concern.

The big slump

Beginning in 2000, following a boom that spanned most of the 20th century, manufacturing was hit by a
recession that eventually led to the loss of more than 2.7 million jobs, or about 17 percent of the sector’s
workforce. A number of circumstances led to the slump, including high interest rates, increased natural
gas prices, and a strong U.S. dollar that weakened the export trade, according to the National Association
of Manufacturers (NAM). Recovery began in 2003, though at the slowest pace recorded since the Federal
Reserve started keeping track of such things in 1919. And though overall hiring came back, the industry,
which had seen job losses each month for more than three years in a row, was still on shaky ground.

More efficiency, fewer jobs

Like many industries, manufacturing has seen a steady push toward technologies that promise greater effi-
ciency and productivity — while reducing the need for manpower. So even as employment figures edged
up in early 2004, manufacturing giants like 3M continued to make cuts. The Bureau of Labor Statistics
(BLS) predicts total manufacturing employment will decrease by 1 percent through 2012. It’s likely that
many of the factory jobs lost since the beginning of the century will never return, signaling a fundamen-
tal shift in the industry as a whole.

A shift also has taken place in the makeup of the industry. According to the NAM, chemicals, industrial
machinery and equipment, and electronics are the three largest manufacturing sectors today, making up a
third of the industry’s gross domestic product. Fifty years ago, the three largest sectors in manufacturing
were food, primary metals and motor vehicles.

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more. V U LT
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The auto sector

Still, manufacturing is closely tied to the production of automobiles — indeed, an assembly line in
Michigan may be what many people think of when they hear the term “manufacturing.” In 2002, the lat-
est year for which BLS data is available, the auto sector accounted for about 1.2 million jobs. For the most
part, the U.S. was able to ward off the competitive threat from Japanese companies that surfaced in the
early 1990s by improving their quality and product lines domestically (a bullish environment on Wall
Street and economic weakness in Asia also helped). The so-called “Big Three” automakers — General
Motors, DaimlerChrysler and Ford — had about 57 percent of the domestic passenger car market in 2000.
But since big-ticket purchases like cars are closely tied to consumer confidence, the terrorist attacks of
September 11 and the resulting economic turmoil forced car makers to offer customers heavy discounts
(such as the zero-percent financing campaign initiated by GM) and cash-back incentives to keep invento-
ry moving. Capacity also needed to be slashed to bring inventories in line with reduced demand, leading
to an unhealthy combination of diminished productivity and weak prices. All of this has led to major job

cuts, as well as negative ripple effects for related sectors like steel companies.

Though the auto industry has attempted to rebound by revamping cars to meet consumer demand for items
like SUVs and, in contrast, fuel-efficient hybrid vehicles, analysts warn that U.S. companies need to look
to the east again as the Asian markets improve and manufacturers like Toyota (currently number four in

terms of sales) pick up the pace.

Steely resolve

Steel is another traditional mainstay in U.S. manufacturing. Like its manufacturing counterparts, the steel
sector recently experienced its worst days since the Depression, with more than 30 U.S. steel companies,
including giants like Bethlehem Steel and National Steel, filing for bankruptcy since 2000. But more
recently, steel has rebounded, largely due to the lifting of tariffs on steel imports to avoid reprisals from
Europe. With efficiency in line, steel producers raised prices by 20 percent in late 2003, and have contin-
ued to post strong orders. The sector isn’t slowing down — in fact, the U.S. is actually producing 50 per-

cent more steel today than it did in the early 1980s.

Flying the friendly skies

Aerospace also contributes significantly to U.S. manufacturing. In the commercial sphere, acrospace
manufacturing is dominated by Boeing and European rival Airbus. These companies and others, like
Lockheed Martin, Northrop Grumman, and Raytheon, also are involved in the production of military air-
craft, missiles, and equipment for space. But following 2001’s domestic terrorist attacks, civilian air trav-
el plummeted, and major airlines like United were driven into bankruptcy. Fewer planes were being
ordered, leading to massive layoffs in the sector. Though the industry has been bolstered a bit by innova-
tions such as Boeing’s new 7E7 Dreamliner, a fuel-efficient passenger jet that should take to the skies by
2008, total sales for civilian and military planes in 2004 were expected to grow by less than one percent,

to $148 billion — down $7 billion from 2002, according to the Aerospace Industries Association.
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All about chemicals

In the chemical manufacturing sector, high-profile names like BASF, DuPont, and Dow Chemical lead the
market. The chemical giants have struggled in recent years, since they’re dependent on materials like nat-
ural gas and petroleum, which have seen sharp increases in prices. And when prices for energy increase,
the chemical manufacturers’ customers — such as automakers — cut back on production, weakening
demand for chemicals. This all has added up to decreased revenues during the first years of the century,
along with an increased drive toward mergers and acquisitions. Notable deals recently have included Dow

Chemical’s purchase of Union Carbide and Valspar’s purchase of Lilly Industries.

Other manufacturing sectors include the forest products industry, estimated at around 7 percent of U.S.
manufacturing output. Here again, employment figures have plummeted in recent years due to a conver-
gence of unfavorable economic conditions and changes in demand due to the new “paperless” business
environment. Additional heavy manufacturing sectors include plastics, textiles, apparel, rubber and min-

erals.

Get the inside scoop on manufacturing industry careers with Vault:
Vault Guides: Vault Guide to the Top Manufacturing Employers
Employer Research: Manufacturing Employer Profiles, Employee Surveys and more

Message Boards: Vault Manufacturing Career Advice Message Board

Career Services: Vault Resume and Cover Letter Reviews, rated the “Top Choice” by 7he Wall
Street Journal for resume makeovers

Go to www.vault.com
or ask your bookstore or librarian for other Vault titles.

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more. V U LT
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Employer Directory

3M Company

3M Center

St. Paul, MN 55144
Phone: (651) 733-1110
Fax: (651) 736-2133

www.mmim.com

Alcoa

201 Isabella St.
Pittsburgh, PA 15212-5858
Phone: (412) 553-4545
Fax: (412) 553-4498

www.alcoa.com

Applied Materials
3050 Bowers Ave.
Santa Clara, CA 95054
Phone: (408) 727-5555
FAX: (408)-748-9943

www.appliedmaterials.com

The Boeing Company
100 N. Riverside Plaza
Chicago, IL 60606-2609
Phone: (312) 544-2000
Fax: (312) 544-2082

www.boeing.com

BMW Manufacturing Corporation
1400 Hwy. 101 S.

1400 Hwy. 101 S.

Greer, SC 29651-6731

Phone: (864) 968-6000

Fax: (864) 968-6050

www.bmwebcam.com

Caterpillar Inc.

100 NE Adams St.
Peoria, IL 61629
Phone: (309) 675-1000
Fax: (309) 675-1182

www.cat.com
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Daimler-Chrysler Corporation
1000 Chrysler Dr.

Auburn Hills, MI 48326-2766
Phone: (248) 576-5741

Fax: (248) 576-4742

www.daimlerchrysler.com

Dana Corporation
4500 Dorr St.

Toledo, OH 43615
Phone: (419) 535-4500
Fax: (419) 535-4643

www.dana.com

Deere & Company

1 John Deere Place
Moline, IL 61265
Phone: (309) 765-8000
Fax: (309) 765-5671

www.deere.com

Eaton Corporation

Eaton Center, 1111 Superior Ave.
Cleveland, OH 44114-2584
Phone: (216) 523-5000

Fax: (216) 523-4787

www.eaton.com

E. 1. du Pont de Nemours and Company
1007 Market St.

Wilmington, DE 19898

Phone: (302) 774-1000

Fax: (302) 999-4399

www.dupont.com

Federal-Mogul Corporation
26555 Northwestern Hwy.
Southfield, MI 48034

Phone: (248) 354-7700

Fax: (248) 354-8950
www.Federal-Mogul.com
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Ford Motor Company

1 American Rd.
Dearborn, MI 48126-2798
Phone: (313) 322-3000
Fax: (313) 845-6073

www.ford.com

GE Advanced Materials
One Plastics Ave.
Pittsfield, MA 01201
Phone : (413) 448-7110
Fax: (413) 448-7465

www.geadvancedmaterials.com

Georgia-Pacific Corporation
133 Peachtree St., NE
Atlanta, GA 30303

Phone: (404) 652-4000

Fax: (404) 230-1674

WWW.gp.com

General Motors Corporation
300 Renaissance Center
Detroit, MI 48265-3000
Phone: (313) 556-5000

Fax: (248) 696-7300

WWW.gm.com

Honeywell Electronic Materials
1349 Moffett Park Dr.
Sunnyvale, CA 94089

Phone: (408) 962-2000

Fax: (408) 962-2257

www.honeywell.com/sites/sm/em

Ingersoll-Rand Industrial Solutions
200 Chestnut Ridge Rd.

Woodcliff Lake, NJ 07675

Phone: (201) 573-0123

Fax: (201) 573-4041
www.irco.com/business/industrial.html

MBA Career Bible
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ITT Industries, Inc.

4 W. Red Oak Ln.
White Plains, NY 10604
Phone: (914) 641-2000
Fax: (914) 696-2950

www.ittind.com

Johnson Controls, Inc.
5757 N. Green Bay Ave.
Milwaukee, WI 53209
Phone: (414) 524-1200
Fax: (414) 524-2077

www.johnsoncontrols.com

Lockheed Martin Corporation
6801 Rockledge Dr.

Bethesda, MD 20817-1877
Phone: (301) 897-6000

Fax: (301) 897-6704
www.lockheedmartin.com

Newell Rubbermaid Inc.

10 B Glenlake Pkwy., Ste. 600
Atlanta, GA 30328

Phone: (770) 407-3800

Fax: (770) 407-3970

www.newellrubbermaid.com

Northrop Grumman Corporation
1840 Century Park East

Los Angeles, CA 90067-2199
Phone: (310) 553-6262
www.northgrum.com

PPG Industries, Inc.
1 PPG Place
Pittsburgh, PA 15272
Phone: (412) 434-3131
Fax: (412) 434-2448

WWW.ppg.com

Visit Vault at www.vault.com for insider company profiles, expert advice,

career message boards, expert resume reviews, the Vault Job Board and more. V U LT

~o
w3
A0
>m
om
<A

203



MBA Career Bible

Manufacturing

204 VAULT

Raytheon Company

870 Winter St.

Waltham, MA 02451-1449
Phone: (781) 522-3000
Fax: (781) 522-3001

www.raytheon.com

Thermo Electron Corporation
81 Wyman St.

Waltham, MA 02454-9046
Phone: (781) 622-1000

Fax: (781) 622-1207

www.thermo.com

Toyota Motor North America, Inc.

9 W. 57th St., Ste. 4900
New York, NY 10019-2701
Phone: (212) 223-0303
Fax: (212) 759-7670
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United Technologies Corporation
One Financial Plaza

Hartford, CT 06103

Phone: (860) 728-7000

Fax: (860) 728-7979

www.utc.com

U.S. Steel Corporation
600 Grant St.

Pittsburgh, PA 15219-2800
Phone: (412) 433-1121
Fax: (412) 433-5733

www.ussteel.com

Weyerhaeuser Company
33663 Weyerhaeuser Way South
Federal Way, WA 98063-9777
Phone: (253) 924-2345

Fax: (253) 924-2685

www.weyerhaeuser.com

© 2004 Vault Inc.
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Media and Entertainment VMIBAs

Not long ago, the creative types in media kept a wary eye on the suits or the bean counters, as the busi-
ness side of media is known. For years, Wall Street paid little attention to the media biz, an industry it
didn’t take that seriously. Now, with the rise of the global conglomerates and the aftermath of dot-com
meltdown, many media professionals, both on the creative and business sides, are finding it necessary to

pursue an MBA.

A new order

“When we started, I had two courses and we had about 40 people in each. Today, in any given semester
we have about 400 to 500 students taking one or more classes,” says Al Lieberman, Executive Director of
NYU Stern’s Entertainment, Media and Technology Initiative. Started in 1996, Stern’s EMT program
awards a certificate to those students who complete at least nine credits in courses like Entertainment
Finance and The Business of Sports Marketing. Over at Fordham Business School, Dr. Everette Dennis,
Chair of the Communications and Media Management program has also seen an increased interest over
the last couple of years, “We have a relatively small program, but we’ve had probably a 20 to 25 percent
increase in applications.” Fordham’s program, believed to be one of the first in the country, began in the
mid-80s when Arthur Taylor, a former president of CBS, arrived as the business school’s new dean and

brought in William Small, another CBS executive, to head up the program.

So why are more and more media professionals interested in an MBA? Of course, many can argue that
a wave of dot-com dropouts have decided to hide out in business school in the wake of the collapse of the
dot-coms and the weak ad market. Lieberman argues that this is no trend. “It’s a fundamental change
because the competitive factors that are driving this are not going away. They are intensifying.” He is
talking about the shakeup of the media landscape. Deregulation and mergers have given rise to media
behemoths.

Technology, without a doubt, has wrought havoc in the industry, forcing firms to rethink their business
strategies. That’s one reason why Jason Oberlander, a first-year student at Columbia Business School, has
finds the business side of media so attractive. “The technology that comes out, it’s coming out so quick-
ly that it requires people who are able to adapt and think on their feet and are able to pursue new oppor-
tunities in order to be successful and compete effectively.”

Consumers today have a rainbow of media products to choose from. Dennis says the media industry has
become an important economic engine and Wall Street has taken notice. “All of the sudden this was an
industry to be reckoned with.” Lieberman points to a shift towards cooperation and the building of
alliances as well, in an industry that has been notoriously competitive. The current negotiations between
CNN and ABC News would have been unheard of just ten years ago. Not only has media seen enormous
domestic growth, but abroad as well; says Lieberman, “For every dollar that is generated in the United

Visit Vault at www.vault.com for insider company profiles, expert advice,
career message boards, expert resume reviews, the Vault Job Board and more. V U LT
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States, 15 years ago the most they could look for was maybe 25 cents outside, as an export. Now it is dol-
lar for dollar.”

What does an MBA really offer?

“A few years ago, | would have said, ‘An MBA that would be nice, but it really isn’t necessary.” Now, I
think an MBA, or at least some exposure to business practices, is probably essential,” says Dennis. He
cites a growing need for better understanding of market research, audiences, how to manage change and
the cash position of a company. In the mid-80s, Lieberman started a marketing firm focused on entertain-
ment and media. At the time, he couldn’t find enough qualified candidates to keep pace with the growth
of the firm. He ended up recruiting people right out of one of the courses he was teaching at NYU. “I
taught this course that I created, called The Marketing of Entertainment Industries at the NYU School of
Continuing Education. Out of the 40 or 45 adults that would come in from all kinds of industries to learn

about this, I’d pick one or two that were the best and offer them jobs.”

Oberland left Showtime as a Communications Manager in Sports and Event Programming, but felt an
MBA was the only way to increase his chances for advancement. “I felt that doing the transition within
the company would have been difficult. I certainly would have had to take a significant step down in title
and in compensation.” Dennis concurs that an MBA is increasingly becoming a requirement for manage-
ment in media companies. “I think people on the creative side are not going to move into major manage-
ment and executive roles unless they either get this kind of background and experience on their own in
some way, or they go to a business school and get it where it is taught systematically.”

Bridging the gap

“One of the biggest problems was the business people who stepped into this world of creativity, didn’t
understand the creative product, didn’t understand how it made money, didn’t understand how to apply the
basic strategic thinking, therefore there was a huge disconnect,” says Lieberman. It takes two to tango,
and the creative side has also contributed to the disconnect. Fordham, recognizing the interest by some
creative folks to bridge this gap, will be launching a new MS program soon, “It’s really tailored to the peo-
ple from the creative side who do need to know and understand more about business.” Stern is also help-
ing the business types better understand the creative process by encouraging Stern students to take cours-
es in filmmaking at the Tisch School of the Arts. “They’re not going to make films, but at least they under-
stand the skills, so they don’t come on a set and make complete idiots of themselves.” At the end of the
day, Oberland argues that you need the overall package to get ahead. “I think someone who balances the
creative skills with business skills is the most suitable person to run a business from a general manage-

ment standpoint.”
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Media Business Positions

Strategic planning

Strategic planning groups are small groups of about five to 40 professionals that serve as in-house con-
sulting and investment banking arms. Not coincidentally, most employees are ex-consultants and bankers.
Strategists are involved in valuation and negotiation decisions for acquisitions, business plans for new
ventures, the expansion of the current business lines (and sometimes creating new ones), forward-looking
financial plans to provide budgeting and overall prognosis for the health of all divisions of the company,

and any other high-level issues that the company as a whole may be facing.

Because these projects affect the overall health of the company, meetings are often power sessions in the
corporate dining room or top-floor board rooms with the company’s senior executives, including the CEO,
COO and CFO. While exposure to these individuals is one of the perks of this position, the jobs also tend
to be incredibly challenging and taxing, as inordinate amounts of background data, research and informa-
tion are synthesized and spun into a story prior to the presentation of findings. This group’s job is all the
more challenging, given that the recommendations that strategic planning groups deliver must necessari-
ly be at odds with decisions that have already been made. Strategic planners, after all, are constantly try-
ing to maximize the returns on the company’s capital, which means analyzing and dismissing many cur-

rent projects.

This function is also sometimes called corporate development, business development or in-house consult-
ing. Because of the frequent exposure to high-level executives, the overall clout of the group and its
impact in the major decisions of media conglomerates, these tend to be highly sought-after jobs, mostly
filled by top-notch MBAs.

Corporate finance

Corporate finance is a sister group to strategic planning. Corporate financiers are the people who work in
concert with investment bankers (or in lieu of them) to price deals, investigate options and plot the course

of the company’s growth through acquisitions of other companies.

Nearly all the major entertainment companies have grown through major acquisitions in the past two
decades, increasing the importance of their corporate financiers. Corporate finance professionals investi-
gate acquisition opportunities, gather competitive intelligence on other companies, determine synergies

and negotiate deals. Likewise, they also divest businesses that may be undesirable in exchange for cash.

Most individuals in the corporate finance function are former investment bankers, accounting wizards and
CFOs-to-be who bring their expertise in finance and public company performance to the entertainment

industry.

Visit Vault at www.vault.com for insider company profiles, expert advice,
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Corporate marketing

Corporate marketing assesses consumer reaction to new projects, initiatives and endeavors. Often these
groups are direct reports of business units (where each division has its own marketing group), but there
are also many cases in which these groups are centralized under corporate and provide their services on
an as-needed basis. The benefit of centralized marketing is that it enables the sharing of data across the
company since the information is compiled by one group that can then spread the information. It also pro-
vides leverage with outside vendors (advertising agencies, media placement agencies, market research
firms) when negotiating fees: the more money a company plans on spending with one deal, the better its

negotiating position when choosing among competing agencies.
Corporate marketing encompasses many objectives:

» Market research and the execution of both quantitative and qualitative research
» The management of outside vendors who oversee new software, focus groups or large research studies

» Determining revenue projections for new products

Soliciting consumer feedback on new and existing products

Creating pricing models

Estimating market penetration and rollout strategies

Authoring marketing plans

Supervising advertising and direct mail

» Overseeing overall brand equity and elements of brand differentiation like logo and identity

Overseeing product-specific public relations efforts that drive coverage in the media

Corporate marketers often have an extensive background with advertising agencies or marketing consultancy

firms.

Corporate public relations

For years, corporate PR was considered to be exclusively for damage control during events like the Exxon
Valdez or the Tylenol cyanide scare. Whenever a CEO had problems with the press,, the white knights of
corporate PR came to the rescue to help avert a worse catastrophe. Corporate PR groups still perform this
function. However, the work of corporate PR groups is much broader than just handling crisis manage-
ment. Corporate PR groups now manage corporate spokespersons, serve as experts on media training and

public appearances and coach CEOs as they prepare for media appearances and event marketing.

The corporate PR group is also known for initiating major press coverage in industry and business trade
publications, as well as corporate-focused articles in general interest magazines like Time, Newsweek or
Vanity Fair. PR professionals also develop relationships with government officials and lobbying groups
that may have influence over legislation affecting the company’s growth and development. Often, this

group works with outside public relations agencies like Edelman Worldwide, Bozell or Hill & Knowlton.
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Internet strategy

As content becomes increasingly commoditized due to the fact that so much on the Internet is free, there
are challenges in protecting the hallowed material that entertainment companies create. While studios
would love to use the Internet to hoard their content and prevent anyone else from distributing and prof-
iting from it (sort of a preemptive strike against companies like Napster), the Internet is also an incredibly
seductive resource for marketing, mainly because information can be communicated broadly and cheaply
—much more inexpensively than TV commercials, billboards and bus shelters. The popularity of The Blair

Witch Project, a surprise hit, was partially attributed to a very effective web site.

This tension (to promote our properties or protect them?) feeds the very complex and critical role that
Internet strategy plays in the growth of media and entertainment companies. Because of the constantly
evolving and still uncertain nature of the business, there are hundreds of individuals at nearly all major
entertainment companies, tracking evolving technologies, coding pages, maintaining fresh web site con-
tent and otherwise marketing via the Web. Media companies with Internet strategy groups include Walt
Disney/ABC and AOL Time Warner.

Real estate development

Real estate development within an entertainment company involves not only theme parks, but also exten-
sions of an entertainment empire’s brands, including themed restaurants (Hard Rock Caf¢), sports stadi-
ums, entertainment complexes (Sony Metreon) and other destinations that involve large tracts of land that
can both provide steady revenue streams and impress an entertainment-seeking audience. The major
entertainment companies often have proprietary lots of their own land that were either part of the compa-
ny’s origin (as Disney does with its land in Florida and Southern California, now managed under the aegis

of the Disney Development Corporation), were results of acquisitions or were acquired over time.

As real estate development is its own unique business with special financing rules and its own intrinsic
rewards, the field generally attracts individuals from outside the entertainment industry. The most suc-
cessful individuals in these divisions are those with substantial experience managing vendors, contractors
and landscape architects, working with community development offices, leveraging tax benefits and exe-
cuting visionary blueprints. Real estate development is a particularly exciting division for individuals

wishing to combine interests in the hospitality industry, finance and real estate.

Our Survey Says: Lifestyle and Pay

Hours

Like so many industries, there is a work-life tradeoff that comes in the entertainment industry. “There are
tons of tradeoffs,” says one longtime employee in the strategic planning group of a studio. “The enter-
tainment industry definitely doesn’t come to mind when I think about a balanced lifestyle. It’s a rare day

I don’t put in 12 hours.”
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But that’s not always the case. There are many individuals that report (mostly outside of strategic plan-
ning and other corporate groups) consistently being home by 6. While the career trajectory is slower and
the compensation is lower in the “business units” (versus the “corporate side”), the hours and the require-
ments are less demanding. There are always exceptions. Says one theme park executive: “Hours are usu-
ally 9 to 6, but every year for a few weeks in the spring during our five-year planning process, it’s not
uncommon for us to put in 12 hours a day, 7 days a week.”

One rule of thumb: Corporate jobs that report to the CEO typically face “fire drills” (i.e. urgent deadlines
imposed at the last minute) on a regular basis. Jobs that are more predictable (i.e., positions with business

units rather than corporate-level positions) generally have more predictable hours.

Pay

“The pay in corporate jobs is usually up there with investment banking and management consulting,” reports
one former consultant-turned-analyst at a publishing house. The business units, however, are typically known
for paying less, both because they are responsible for profit and loss (high salaries come straight out of the
topline) and because of the less grueling hours. (For the difference between corporate and business units, see

Organizational Chart of Media Companies.)

At the corporate level, beginning-level analysts out of college typically start at around $40,000, with several
thousand dollars in bonus and a 15 percent raise after a year. Managers make at least $80,000 and directors usu-

ally crack six figures. VPs earn in the low $100k range.

In business units, the pay can be anywhere from 10 to 30 percent lower.

Other perks

Entertainment is attractive partly because of its perks. “Let’s face it, I got into the industry hoping to hang
out with rock stars,” confesses one record industry insider. Employees get discounts on products, invita-
tions to advance screenings of movies and tickets to movie premieres and gala parties. That said, the perks
are not nearly as lavish as the expense accounts and freebies that come on the creative side of the busi-
ness. There are the stories of the business folks who occasionally get free lunches, tickets to movie pre-
mieres and celebrity wedding invitations, but these are mostly the result of a person’s personal connec-

tions.

Another practice, widely considered a perk, is that many within the industry itemize taxes and deduct all
their entertainment expenses in the name of the job. “I itemized everything from my stereo to my movie

tickets,” boasts one corporate finance manager.

Promotions and competition

There is indeed jockeying for certain roles and positions, as there is in any industry, but the business side
is not as ugly as the creative side when it comes to competition. Promotion decisions are not based on

whether people like you, or on how your last film did, but rather on the body of your professional work.
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Even though there is an oversupply of people vying for the available jobs, it is a largely meritocratic indus-
try.

Day in the Life: Strat Planning Executive

While there’s no “typical” day in strat planning at a media company, below are some of the most common

day-to-day tasks:

* Interfacing with other business units, domestically and abroad, either in calls or in meetings (25%)
» Presentations to the senior executive team on key decisions (25%)

» Presentations from the business units on growth initiatives within other groups (10%)

* Responding to requests from senior management (25%)

* Managing junior team members (15%)

If this sounds murky or unclear, read on for an illustration of the specifics. Overall, the hours are long.
There are often stories of many executives who do not have families or children, or often forsake them for

their careers.

7:00 a.m.: Arrive at work, make conference calls to Europe to discuss progress on a major new initiative

to expand in Europe.

8:00 a.m.: Breakfast meeting with a manager in another business unit, to update one another on work and

“keep both ears close to the ground.”

9:00 a.m.: Review a subordinate’s presentation, assigned last night. The presentation is due early tomor-

row for the CEO — revisions must be made with haste.
10:00 a.m.: Return some morning phone calls. Glance at e-mail for anything urgent.

10:30 a.m.: Leave for an off-site meeting to discuss what to do with a waning division in which the top
chief just left.

10:45 a.m.: Call my assistant. Have her type up e-mail responses to some new e-mails and send them off
on my behalf.

10:55 a.m.: Arrive at off-site meeting. Listen to presentations from key leaders on what to do next.

12:00 p.m.: Depart for lunch meeting with a senior VP at another small entertainment company to pro-

pose an acquisition.
1:30 p.m.: Return to office to debrief with CFO on the numbers needed for a 5-year plan.
3:00 p.m.: Answer e-mails, review daily trade publications, The Hollywood Reporter and Daily Variety.

3:45 p.m.: For fun and to build team morale, respond to office pool on what the weekend’s box office will
be.

3:47 p.m.: Spontaneous meeting with CEO in the hallway — turns out the presentation originally due

tomorrow is not that urgent.
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