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Intelligent Investing Panel
Lutnick At Davos: Too Much Government
Camilla Webster 01.29.09, 12:00 PM ET
Howard Lutnick, CEO of Cantor Fitzgerald, took a few minutes from his Davos trip to discuss the implications of the banking bailout with Forbes.
Lutnick, one of the few men on Wall Street who had a great year in 2008, recently joined us in the Forbes Townhouse for Intelligent Investing With Steve Forbes. Watch the full interview here.

Below, Lutnick discuss the dangers that government bailouts pose for capitalism:

Forbes: Give us a little insight into what's going on today and what the mood is.
Lutnick: Well, lots of people talking about regulation and being casual about it. As if, "sure we should have lots of regulation." And the government is really the savior. Granted, an activist government is super in tough times, but when you start relying on government to do business' job, you've got real issues. So--real conflict there, which is too many people relying on government or, basically, the man behind the curtain. There is no man behind the curtain. There's no politician that can come in and run the banks better than the guys who are bankers. There may be different bankers who can run these banks, but come on, a politician?

Now in this situation, is this a lot of talk, or do you see the future of capitalism in danger?
Well, I think what's happened is there's so much public finance going into the banking system. Remember, the banks are the children of the Federal Reserve. So, you can take your children to the woodshed, but you just don't kill your children. You know, with so much public money going into the banks, there really could be a call of, "Well, hey, these guys shouldn't be getting paid" and "Hey, they should be making loans for social reasons," and this goes on and on. So, I think there's a real issue of mixing social policy with fiscal policy. And you're seeing that now in the stimulus package. If you dissect it, you're going to see a lot of social policy in there. They're calling it a stimulus package. Social policy can be good, but it's just not a stimulus package.

A lot of people in finance actually canceled their plans to attend Davos; you're still here. What is it about the meeting that made you say, "I wanna come, I wanna show up?" Is it deal-making? Is it conversations? Ideas?
There's three reasons why I come. One, my customers are here, and when your customers are here and all in one place, it's really efficient. So tomorrow, I'm going to have 10 coffees every half hour and spend time with my customers, which is a great thing to do. No. 2, you get to talk to smart people who are outside your industry and just listen to them--not the panels necessarily, but just talking. And third, you get to think a little bit--maybe come up with ways of thinking about your own business. It's not that someone's going to tell you what you need to hear about your business, but getting away from business for a little while and thinking, that's the right thing to do. When the public tells you how to run your business--if you listen to them, you're silly. They don't know how to run the business. You should know how to run your business, and you should stay focused on how to run your business. So, this is a good use of my time, and that's why I come.

Final question. Your outlook for your business in 2009?
Well, Cantor Fitzgerald has done extremely well because we focus on middle market accounts. The Hudson City Banks of the world. Small accounts. Excellent accounts. But they're not the ones the big guys focus on, and now look what's happened. Bear Stearns, who used to try to cover those accounts, gone. Lehman Brothers used to try to cover those accounts, gone. Merrill Lynch never really tried to cover those accounts, but the little bit they did with them, now they're a giant bank. And Bank of America, Morgan Stanley next, they've now raised $30 billion more dollars.

When you have $65 billion in capital, there's just not much you could do with an account that makes you $3,000 dollars. So, we focus on those middle-market accounts, which are always adding business, always adding sales people. So, our business had an extraordinary 2008, had our best quarter ever in the fourth quarter of 2008, and I would expect that, because of that change in competition, 2009 has already started superbly. We would expect to have a record year in 2009, simply because we are sticking to our knitting; we never owned those kinds of assets; we weren't that kind of lender; we just cover institutional accounts, give them great service and make a little bit and take care of them. That's a reasonable place to be--safely, on the sidelines.

