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MODELS, MORALS AND
MANAGEMENT IN A WALL
STREET TRADING ROOM
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“Culture exists within every firm, whether it
is recognized or ignored, whether it is
nurtured or neglected, and whether it is
embraced or disavowed.”

William Dudley






“I've had some bank executives and directors
say, ‘I'm not a damn sociologist,” ”

US Comptroller of the Currency, Thomas J.
Curry



Protestant

Ethic and

the Spirit
of

Capitalism

MAX WEBER



1. If not through overly materialistic values
such as greed or impatience, how exactly
did morality contribute to the global
financial crisis?

2. If presenting bank employees with a
brand-new set of values is unlikely to alter
their actions, what type of reform might
avoid a repetition of the problems that led
to the crisis?
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Classic arbitrage
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Merger arbitrage

probability?
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A. Successful M&A Deals, First 90 Trading Days after M&A Announcement
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Multi-strategy
proprietary trading
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Information flows...
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B |nternational Securities S&P 500 Index
Strategy: Risk calculations led to weaker
corporate relations and funding through
capital markets

CEO

2003



Framing: CEO promoted buyer beware
frame based on rationality and amorality

Manager Manager Risk management: Value at Risk
weakened managers and led to perceived
injustices
Trader Trader Trader
Customer relations: Complex
l l l derivatives models led to information
_ _ asymmetry
Client Client Client
Strategy: Avoid businesses that create opportunities for
abuse
CEO

Discourse: Avoid celebration of
rationality and caveat emptor, and
use instead symbols that promote
collaboration and responsibility

Manager Manager
Control: Avoid quantitative risk
management. Importance of middle
managers, personal engagement,
Trader Trader Trader judgment and moral intuition

T T T Structure: Internal labor markets,

limited employee rotation across
Back-office Back-office Back-office teams

official official official



