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LEBENTHAL TO GO James Lebenthal, once head of the eponymous family investment firm, is publishing a book.

INTERNET

NEW YORK TIMES WEB SITE EXPERIENCES THREE-HOUR OUTAGE An unknown
glitch took the New York Times Web site offline for nearly three hours last night.
Technicians struggled to fix the problem, which first hit the company’s servers
around 7 p.m., the editor in chief of the Web site, Leonard Apcar, said.

The New York Times Company Web site,www.nytco.com,was also affected.The
newspaper Web site receives, on average, 1.9 million unique visitors a day and is
the largest newspaper Web site in the world, Mr. Apcar said. He said outages of
the length experienced last night were rare and that the cause was not known.

“If we knew what the problem was, we’d go in and fix it,” he said. He said tech-
nicians considered transferring data to another server to allow readers to view a
cached, or backed-up, version of the Web site as it was at the time of the outage.

A modified version of the Web site was back online about 9:50 p.m. last night.
— Special to the Sun

INVESTING

CHINA GRANT YALE ACCESS TO SECURITIES MARKET NEW HAVEN, Conn. —
The Chinese government has authorized Yale University to trade domestic stocks
and bonds, making it the first foreign university granted access to the country’s
tightly restricted securities market.

The approval, announced this week in the state-run Shanghai Daily and con-
firmed yesterday by the university, allows Yale’s endowment investors to tap one
of the world’s fastest-growing economies. It also underscores the increasingly
tight-knit relationship between China and the prestigious American university, a
relationship marked by President Hu’s scheduled visit to the school tomorrow.

— Associated Press

RETAIL

WAL-MART CEO DEFENDS COMPANY’S BENEFITS REFORM The chief executive
of Wal-Mart Stores,H.Lee Scott,took on his critics yesterday and defended the com-
pany against claims it has improved benefits only to bolster its troubled image.

“Union-funded critics say the changes under way are just a publicity stunt,”Mr.
Scott said at the company’s second annual media conference in Rogers,Ark.“They
couldn’t be more wrong.” — Bloomberg News

EARNINGS

JPMORGAN POSTS RECORD EARNINGS JPMorgan Chase & Company, the no. 3
bank in America, posted record earnings in the first quarter as fees from invest-
ment banking rose to a six-year high and credit-card defaults fell.

Net income climbed 36% to $3.08 billion, or 86 cents a share, from $2.26 billion,
or 63 cents, a year earlier, the New York-based company said yesterday in a state-
ment. Revenue increased 12% to $15.2 billion. — Bloomberg News

BLACKROCK EARNINGS RISES 52% BlackRock, which will become the fourth-
largest American investment firm after acquiring Merrill Lynch & Company’s
fund unit, said first-quarter earnings climbed 52% on a rise in fees tied to real es-
tate and bond returns. Net income climbed to $70.9 million, or $1.06 a share, from
$46.5 million, or 70 cents, a year earlier, the company said yesterday in a state-
ment. Revenue grew 58% to $395.7 million, driven by a fourfold increase in fees
linked to investment performance. — Bloomberg News

PFIZER PROFITS RISE Pfizer, Abbott Laboratories, and Schering AG reported
higher first-quarter earnings as sales of some of their biggest drugs for arthritis,
pain, and birth control increased. Pfizer, the world’s biggest drugmaker, said prof-
its rose because a $4 billion cost-cutting program and sales of more-profitable
drugs for arthritis and pain offset a third straight quarterly revenue decline. New
York-based Pfizer quadrupled its share buyback plan this year to $4 billion.

— Bloomberg News

COMMODITIES

GOLD REACHES 25-YEAR HIGH Gold rose to a 25-year high and silver topped $14
an ounce for the first time since 1983 as investors snapped up precious metals as
a hedge against inflation. Gold is up 45% from a year ago and silver almost dou-
bled as oil costs reached record highs. — Bloomberg News

IN BRIEF

Apple Computer said second-quarter profit rose 41%, buoyed by rising sales
of iPod music players and Macintosh personal computers … The former Enron
CEO Jeffrey Skilling denied a government lawyer’s accusation that he lied to
investors about how much the company profited from energy trading before its
2001 bankruptcy ... Oil prices leapt above $72 a barrel yesterday, settling at a
record high for the third straight day.

— Bloomberg News and Associated Press
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DON HODGES
CO-MANAGER 
HODGES CAPITAL MANAGEMENT

COMPANY: Centex
TICKER: CTX (NYSE)
PRICE: $61.84 (as of 4 p.m. yesterday)
52-WEEK RANGE: $55.25–$79.66
MARKET CAPITALIZATION: $7.59 billion

Don Hodges is the co-manager of
Hodges Capital Management, the invest-
ment adviser of the Hodges Fund (HDP-
MX) with assets under management of
more than $260 million. Centex is a
homebuilding company based in Texas.
Mr. Hodges spoke to David Dalley of The
New York Sun about the company.

What does Centex do?
They’re a homebuilder. They build

around 32,000 homes a year in metro-
politan areas like Dallas, Houston, At-
lanta, and Las Vegas.

They typically operate in cities
that have growing populations. They
also have a division that does resi-
dential towers and commercial con-
struction, but their main work is in
homebuilding.

Why do you like it?
It’s a stock that’s out of favor at the

moment and there’s a lot of negativity
right now surrounding the industry. I’m
going against the grain here.

I like it because it’s a well-run com-
pany with a very bright earnings pic-
ture. They’ll probably earn at least
$10.50 a share this year and they might
even earn as much as $11.25.

Now, the stock is trading at about
$62 — that’s a nominal price multiple
of about six times earnings and
maybe even lower. That’s very good
value.

Why is it so low?
Homebuilding stocks are out of fa-

vor right now. It’s due to a fear that the
business has been so good and that it’s
peaked out.

There are definitely a lot of areas in
the country where the price of hous-
ing has probably reached unsustain-
able levels and might level out a bit.
But Centex builds in states with some

of the largest population growth num-
bers. They might experience a slight
slowdown, but the market has it all
out of kilter.

Here’s a company that will earn a
minimum of $10.50 and is trading at
$62. Suppose earnings fell off to $8, or
even $7. It’s still a bargain, and it’s still
trading on a lower multiple than com-
parable stocks.

I’m looking at this stock as a 12- to 18-
month play in terms of good capital
gains, but that’s not long to wait given
the limited downside risk.You’ve got a
lot of stocks in the marketplace trading
at 30 or 40 times earnings.Here’s one at
six times earnings.

I just think people have become
overly pessimistic about what’s going
on in the homebuilding business, but
that can change on a dime.

What do you think the stock’s worth?
In 12 months, I would think that it

could trade at around $80,without a lot
of downside risk.

What are the risks?
The biggest risk would be if unem-

ployment starts increasing. The com-
pany says that the most important fac-
tor in their business is the number of
people who have jobs.

Unemployment would hurt, but the
unemployment rate right now seems
good and seems to be improving
every quarter.

I think anyone buying this stock will
make money, and I think the risk is
minimal at this price.

James Lebenthal is a born ham. At
age 77, when most folks are perfecting
their putting, Mr. Lebenthal, former
chairman emeritus and well-known
spokesman for the eponymous munici-
pal bond firm, really, really wants to do
stand-up comedy. He has gone so far as
to put on a one-man show (“you know,
like Golda”) at the Thalia Theater.And
he videotaped it! He was crestfallen
when audience members congratulat-
ed him on “an excellent presentation.”
He’s been watching the videos repeat-
edly to perfect his delivery.

Being stage-struck is only one of
many admissions that emerge from
the pages of his new book, “Confes-
sions of a Municipal Bond Sales-
man.” The book, which includes se-
lections from 40 years of investment
letters, is humorous and enjoyable
reading. It is full of bits of advice
called “Lebenthal to go”: “Manage-
ment is nothing more than organized
common sense.” “Advertising is the
hammer that nails your message
home.”“You’re never too old to listen
to your mother.”

Chapter headings such as “Bores
Need Not Apply” and “The Securities
and Exchange Commission and the
Place Mat for My Tuna on Rye” suggest
the author’s general irreverence. The
foreward, written by Princeton class-
mate Paul Volcker, says “a parable of
American finance winds through the
narrative.” If only American finance
were half so entertaining.

Mr. Lebenthal has had a colorful life,
which has included stints as a Life mag-
azine correspondent in Hollywood, ad-
man at Young & Rubicam pitching Gulf
Oil, Oscar-nominated producer of a
short film titled “T is for Tumbleweed,”
Army corporal, and TV talk-show
writer. Spending the better part of an
afternoon in his spacious West End
apartment, it is almost inconceivable
that at the end of the day all these cre-
ative energies were funneled into the
family firm, selling municipal bonds.

With a decidedly elfin grin and
boundless enthusiasm, Mr. Lebenthal
agrees totally that his calling to the mu-
nicipal bond enterprise was muted.
Had it not come in his mother’s voice,
there’s a good chance he would have
stayed in advertising. His interest and
talent in marketing indeed determined
his transcendent role at the firm. It is
through his advertisements that the
world got to know Mr. Lebenthal and
came to the firm’s doors.

“Municipal bonds are our babies.”
“At Lebenthal we treat you like fami-
ly.” If you have listened to the radio in
New York in the past four decades,
chances are you’ve heard father Jim, as
he is known, and then daughter

Alexandra, intone sales pitches like
these, and been at least a little tempt-
ed to pick up the phone and order the
offered municipal bond kit.

Thousands of listeners over the
years did just that. Lebenthal & Com-
pany was founded in 1925 by Jim’s par-
ents, Sayra and Louis Lebenthal, ini-
tially dealing in odd-lot bond sales.
Over time the firm came to specialize
in selling tax-free bonds to “the mil-
lionaire next door,” as Alexandra de-

scribes it. Clients included realtors,
dentists, and professionals of all kinds
who typically have little patience for
complicated investment products and
who want more personalized attention
than they are likely to get from a big
brokerage firm. When they called in
with a problem, they expected to talk
to someone senior — like Jim or
Alexandra, and often they did.

Jim Lebenthal joined the firm in
1963, left after a brief spell to work at
Ogilvy & Mather, then rejoined the
firm. He turned the management reins
over to his daughter in 1995. He stayed
on, mainly to focus on marketing, and
to provide counsel. As an admitted
meddler and micromanager (that is
one of the confessions), how could he
not be in the way?

“I cut a wide swath around Alexan-
dra,” he says proudly. “I have been a
model of restraint — I had to. All those
years I said I was getting out; it went on
for decades.”

Alexandra recently delighted her fa-
ther by asking him to join her in start-
ing up a new firm. Last year Lebenthal
& Company disappeared into the vast
corridors of Merrill Lynch, the last in a
series of sales, and both Alexandra and
her father resigned not long thereafter.
A new firm focused on wealth manage-
ment is in the works.

It is no wonder that Mr. Lebenthal
didn’t retire earlier on. One imagines
that he was having too much fun.For all

that he describes the business as “the
most serious boring industry,”it is clear
that he carved out a niche for himself
promoting the firm, and also defending
the municipal bond industry from the
repeated onslaughts of needy tax au-
thorities. It is also clear that he enjoyed
these skirmishes, both for the visibility
they earned him (he really does want to
be center stage) and for the Don
Quixote role he got to play.

During the 1975 New York fiscal
crisis, for instance, Mr. Lebenthal ral-
lied to the city’s cause after the fed-
eral government declined to guaran-
tee a critical bond sale (“Ford to New
York — Drop Dead!” as the Daily
News put it.). He collected a group of
his daughter’s school chums and had
them sift through years of Lebenthal
sales slips to determine that no few-
er than 160,000 regular citizens
owned $4.9 billion of NYC bonds.
This was not a rebuke to big, imper-
sonal institutions — these were
Moms and Pops who were being sold
down the river. He ranted and raved,
and wrote newsletters encouraging
others to do the same. In the end, the
government came through with the
desired guarantee.

Not all of his windmill tilting was ap-
plauded,however.Lebenthal & Compa-
ny received a notice of inquiry from the
SEC in 1976; the commission wanted to
talk about an ad the company had run
in 1975 extolling New York City bonds
as “the second safest investment in
America.” The ad claimed “Bondhold-
ers must be paid by law. Before the po-
licemen. Before the firemen.” And so
on.The SEC wanted to know “Where’d
you get this stuff?” Mr. Lebenthal an-
swered: “From basic bond lore learned
at the breast.”

Unhappily, Mayor Beame had used
that bold ad to proclaim the sound-
ness of the city’s obligations — short-
ly before going broke. Mr. Lebenthal
became, in his words “the laughing-
stock of the investment world.”
Though he was ultimately proved
right, and the city was forced to make
good on its bonds, the experience was
an unhappy one in the extreme. As he
says in his book, “I want to please
everybody.” As he says in person, “I
hate it when I’m criticized.”

Why then write a book? What bet-
ter way to invite criticism? He wanted
to encourage people to “carpe diem,
to just do it, get on with it,” to be in-
spired by the world around them. It is
also clear that writing a book gives
him an excuse to tour the country,
making speeches, reaching out to peo-
ple, having a whale of a good time. He
can’t wait to get started. After all, as
he says, “I’m in a race with time.”
Maybe, but his mother didn’t retire
until the age of 92. Our guess is that
Mr. Lebenthal can probably extend
the book tour beyond the expected
year, and still have time to perfect his
one-man show.

peek10021@aol.com
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Homebuilder Centex Defies
Conventional Wisdom

James Lebenthal’s ‘Confessions’ 
Chronicles a Colorful Life

Lebenthal’s book includes selections
from 40 years of investment letters.

NYSE Reports
First Earnings 

As Public Entity
ANTICIPATION GROWS 
ON GLOBAL MERGERS

By EDGAR ORTEGA
The NYSE Group, reporting results

for the first time since it became a pub-
lic company,said it earned $30.3 million
in the three months ended in March.

The world’s largest stock market,
whose merger this year with Archipel-
ago Holdings was the biggest transfor-
mation in its 213-year history,earned 24
cents a share, according to a statement
on its Web site.NYSE said it earned $26
million, or 22 cents, a year earlier.

The Archipelago transaction will
probably triple net income by 2007 as
the exchange cuts costs, the NYSE said
in December.

Chief Executive Officer John Thain
has said he aims to use his shares to buy
other exchanges, fueling merger specu-
lation that is sweeping the world’s
biggest stock markets.

“Quarter-over-quarter earnings
aren’t the story right now; it’s strategic
plays and who is going to pair up with
whom,” an analyst at Chicago-based
Morningstar, Philip Guziec, said.

Mr. Thain, 50, last month said he
wants the exchange to be a leader in
consolidating markets around the
world. Mr. Thain’s counterpart at New
York-based Nasdaq, Robert Greifeld,
48, bought 15% of the London Stock
Exchange, paving the way for a poten-
tial transatlantic merger.

Shares of NYSE rose $2.65,or $3.6%,
to $75.45 today.

The stock has risen 17% from the
$64.25 final price of Archipelago’s
shares on March 7, when NYSE merged
with the electronic exchange. The re-
sults were released yesterday after
stock-market trading closed in America.

The NYSE may comment on efforts
to cut costs and the consolidation
among securities exchanges during a
teleconference with investors sched-
uled for 8:30 a.m. today.

A Sandler O’Neill & Partners analyst,
Richard Repetto, had estimated that
the company would report first-quarter
profit of $38 million,or 24 cents a share.
He rates NYSE shares “sell.”

Revenue excluding regulatory fees
collected from brokerages rose 20%
to $339.7 million, helped in part by an
increase in trading and new fees. Ex-
penses rose 31% in the quarter to
$320 million.

The costs included a $37.7 million
charge linked to a compensation award
to NYSE employees at the time of the
Archipelago merger.The exchange also
had a $20.9 million gain from the sale
of an equity investment.

If the Archipelago merger had been
completed by the start of the quarter
on January 1, the NYSE said it would
have earned $37.3 million,or 23 cents a
share. Revenue would have been $421
million, and expenses would have fall-
en 1.2% to $370 million.

Fees from stock listings, the largest
source of revenue for the NYSE, rose
2.9% to $88.5 million in the first quar-
ter. Trading fees paid to the exchange
by brokers jumped 65% to $215.4 mil-
lion in the period as the Standard &
Poor’s 500 Index climb to a five-year
high spurred an increase in equity trad-
ing in America.

Trading in NYSE-listed stocks rose
20% from a year ago,compared with an
8% increase in Nasdaq-listed stocks,
according to data on the exchanges’
Web sites.

The NYSE in December increased
fees paid by floor traders to use equip-
ment and facilities, a move that could
raise an additional $22.5 million in rev-
enue annually, according to an analyst
at Keefe Bruyette & Woods, Richard
Herr, said. He has a “market perform”
rating on NYSE.

In March,the NYSE began collecting
revenue from the sale of floor-trading
licenses,which will add $62.8 million in
revenue over the next 11 months, ac-
cording to filings with the Securities
and Exchange Commission.

The NYSE last year forecast net in-
come will more than double to $192.4
million in 2006 and surge to $293.6 mil-
lion in 2007 as it reduces costs.

— Bloomberg News

New York State Comptroller Files Securities Fraud Lawsuit Against Qwest
Allegations That Ex-Executives, Auditor Artificially Inflated Results

By CHAD BRAY
The New York State comptroller,Alan

Hevesi, filed a securities-fraud lawsuit
late Tuesday against Qwest Communica-
tions International, its former top exec-
utives, several ex-directors, and its one-
time auditor Arthur Andersen, alleging
they conspired to artificially inflate its 
results.

The lawsuit filed in federal court in
Manhattan alleges the Denver
telecommunications company’s rev-
enue and earnings were “significantly
and materially” overstated between
March 31, 1999, and July 28, 2002.

“Defendants’ unlawful conduct was
intended to, and did, artificially inflate
the value and price of Qwest’s securi-
ties to the detriment of the [New York
State Common Retirement Fund],”
the lawsuit says.

Mr. Hevesi is the sole trustee of the
New York State Common Retirement
Fund, a large pension fund for New
York public employees.

The pension fund was lead plaintiff
in a similar lawsuit against WorldCom,
its former executives,outside directors,
auditor, and underwriters. As a result
of settlements in the WorldCom case,
class members are expected to recover
more than $6.1 billion.

A Qwest spokesman in Denver de-
clined to comment yesterday, saying
the company’s policy was to not speak
about pending litigation. An Arthur
Andersen spokesman didn’t immedi-
ately have a comment yesterday.

A Former Qwest chief executive,
Joseph Nacchio, a defendant in M.r
Hevesi’s lawsuit, is awaiting trial on 42
counts of insider trading. He has de-

nied wrongdoing.A lawyer for Mr. Nac-
chio didn’t immediately return a phone
call seeking comment yesterday.

Four other former Qwest executives

have pleaded guilty to criminal charges
in the matter.

The company agreed last year to pay
$400 million to settle a separate share-
holder lawsuit in federal court in Col-

orado. Qwest previously agreed to pay
$250 million to settle civil charges
brought by the Securities and Ex-
change Commission.

Published reports have indicated
that the New York State Teachers’ Re-
tirement System, a large pension fund
for New York’s public educators, opted
out of the class-action settlement in
Denver earlier this month.

A spokesman for Mr. Hevesi, John
Chartier, said the New York State Com-
mon Retirement Fund also decided to
opt out of the lawsuit. Mr. Chartier said
the New York State Common Retire-
ment Fund’s losses resulting from the
alleged manipulation of Qwest’s finan-
cial results were about $250 million.
“We felt like we could obtain a better
settlement on our own,” he said.

— Dow Jones Newswires

‘Defendants’ unlawful
conduct was intended to,

and did, artificially
inflate the value and

price of Qwest’s
securities.’

Liz
Peek
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INTERNET

NEW YORK TIMES WEB SITE EXPERIENCES THREE-HOUR OUTAGE An unknown
glitch took the New York Times Web site offline for nearly three hours last night.
Technicians struggled to fix the problem, which first hit the company’s servers
around 7 p.m., the editor in chief of the Web site, Leonard Apcar, said.

The New York Times Company Web site,www.nytco.com,was also affected.The
newspaper Web site receives, on average, 1.9 million unique visitors a day and is
the largest newspaper Web site in the world, Mr. Apcar said. He said outages of
the length experienced last night were rare and that the cause was not known.

“If we knew what the problem was, we’d go in and fix it,” he said. He said tech-
nicians considered transferring data to another server to allow readers to view a
cached, or backed-up, version of the Web site as it was at the time of the outage.

A modified version of the Web site was back online about 9:50 p.m. last night.
— Special to the Sun

INVESTING

CHINA GRANT YALE ACCESS TO SECURITIES MARKET NEW HAVEN, Conn. —
The Chinese government has authorized Yale University to trade domestic stocks
and bonds, making it the first foreign university granted access to the country’s
tightly restricted securities market.

The approval, announced this week in the state-run Shanghai Daily and con-
firmed yesterday by the university, allows Yale’s endowment investors to tap one
of the world’s fastest-growing economies. It also underscores the increasingly
tight-knit relationship between China and the prestigious American university, a
relationship marked by President Hu’s scheduled visit to the school tomorrow.

— Associated Press

RETAIL

WAL-MART CEO DEFENDS COMPANY’S BENEFITS REFORM The chief executive
of Wal-Mart Stores,H.Lee Scott,took on his critics yesterday and defended the com-
pany against claims it has improved benefits only to bolster its troubled image.

“Union-funded critics say the changes under way are just a publicity stunt,”Mr.
Scott said at the company’s second annual media conference in Rogers,Ark.“They
couldn’t be more wrong.” — Bloomberg News

EARNINGS

JPMORGAN POSTS RECORD EARNINGS JPMorgan Chase & Company, the no. 3
bank in America, posted record earnings in the first quarter as fees from invest-
ment banking rose to a six-year high and credit-card defaults fell.

Net income climbed 36% to $3.08 billion, or 86 cents a share, from $2.26 billion,
or 63 cents, a year earlier, the New York-based company said yesterday in a state-
ment. Revenue increased 12% to $15.2 billion. — Bloomberg News

BLACKROCK EARNINGS RISES 52% BlackRock, which will become the fourth-
largest American investment firm after acquiring Merrill Lynch & Company’s
fund unit, said first-quarter earnings climbed 52% on a rise in fees tied to real es-
tate and bond returns. Net income climbed to $70.9 million, or $1.06 a share, from
$46.5 million, or 70 cents, a year earlier, the company said yesterday in a state-
ment. Revenue grew 58% to $395.7 million, driven by a fourfold increase in fees
linked to investment performance. — Bloomberg News

PFIZER PROFITS RISE Pfizer, Abbott Laboratories, and Schering AG reported
higher first-quarter earnings as sales of some of their biggest drugs for arthritis,
pain, and birth control increased. Pfizer, the world’s biggest drugmaker, said prof-
its rose because a $4 billion cost-cutting program and sales of more-profitable
drugs for arthritis and pain offset a third straight quarterly revenue decline. New
York-based Pfizer quadrupled its share buyback plan this year to $4 billion.

— Bloomberg News

COMMODITIES

GOLD REACHES 25-YEAR HIGH Gold rose to a 25-year high and silver topped $14
an ounce for the first time since 1983 as investors snapped up precious metals as
a hedge against inflation. Gold is up 45% from a year ago and silver almost dou-
bled as oil costs reached record highs. — Bloomberg News

IN BRIEF

Apple Computer said second-quarter profit rose 41%, buoyed by rising sales
of iPod music players and Macintosh personal computers … The former Enron
CEO Jeffrey Skilling denied a government lawyer’s accusation that he lied to
investors about how much the company profited from energy trading before its
2001 bankruptcy ... Oil prices leapt above $72 a barrel yesterday, settling at a
record high for the third straight day.

— Bloomberg News and Associated Press
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PRICE: $61.84 (as of 4 p.m. yesterday)
52-WEEK RANGE: $55.25–$79.66
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Don Hodges is the co-manager of
Hodges Capital Management, the invest-
ment adviser of the Hodges Fund (HDP-
MX) with assets under management of
more than $260 million. Centex is a
homebuilding company based in Texas.
Mr. Hodges spoke to David Dalley of The
New York Sun about the company.

What does Centex do?
They’re a homebuilder. They build

around 32,000 homes a year in metro-
politan areas like Dallas, Houston, At-
lanta, and Las Vegas.

They typically operate in cities
that have growing populations. They
also have a division that does resi-
dential towers and commercial con-
struction, but their main work is in
homebuilding.

Why do you like it?
It’s a stock that’s out of favor at the

moment and there’s a lot of negativity
right now surrounding the industry. I’m
going against the grain here.

I like it because it’s a well-run com-
pany with a very bright earnings pic-
ture. They’ll probably earn at least
$10.50 a share this year and they might
even earn as much as $11.25.

Now, the stock is trading at about
$62 — that’s a nominal price multiple
of about six times earnings and
maybe even lower. That’s very good
value.

Why is it so low?
Homebuilding stocks are out of fa-

vor right now. It’s due to a fear that the
business has been so good and that it’s
peaked out.

There are definitely a lot of areas in
the country where the price of hous-
ing has probably reached unsustain-
able levels and might level out a bit.
But Centex builds in states with some

of the largest population growth num-
bers. They might experience a slight
slowdown, but the market has it all
out of kilter.

Here’s a company that will earn a
minimum of $10.50 and is trading at
$62. Suppose earnings fell off to $8, or
even $7. It’s still a bargain, and it’s still
trading on a lower multiple than com-
parable stocks.

I’m looking at this stock as a 12- to 18-
month play in terms of good capital
gains, but that’s not long to wait given
the limited downside risk.You’ve got a
lot of stocks in the marketplace trading
at 30 or 40 times earnings.Here’s one at
six times earnings.

I just think people have become
overly pessimistic about what’s going
on in the homebuilding business, but
that can change on a dime.

What do you think the stock’s worth?
In 12 months, I would think that it

could trade at around $80,without a lot
of downside risk.

What are the risks?
The biggest risk would be if unem-

ployment starts increasing. The com-
pany says that the most important fac-
tor in their business is the number of
people who have jobs.

Unemployment would hurt, but the
unemployment rate right now seems
good and seems to be improving
every quarter.

I think anyone buying this stock will
make money, and I think the risk is
minimal at this price.

James Lebenthal is a born ham. At
age 77, when most folks are perfecting
their putting, Mr. Lebenthal, former
chairman emeritus and well-known
spokesman for the eponymous munici-
pal bond firm, really, really wants to do
stand-up comedy. He has gone so far as
to put on a one-man show (“you know,
like Golda”) at the Thalia Theater.And
he videotaped it! He was crestfallen
when audience members congratulat-
ed him on “an excellent presentation.”
He’s been watching the videos repeat-
edly to perfect his delivery.

Being stage-struck is only one of
many admissions that emerge from
the pages of his new book, “Confes-
sions of a Municipal Bond Sales-
man.” The book, which includes se-
lections from 40 years of investment
letters, is humorous and enjoyable
reading. It is full of bits of advice
called “Lebenthal to go”: “Manage-
ment is nothing more than organized
common sense.” “Advertising is the
hammer that nails your message
home.”“You’re never too old to listen
to your mother.”

Chapter headings such as “Bores
Need Not Apply” and “The Securities
and Exchange Commission and the
Place Mat for My Tuna on Rye” suggest
the author’s general irreverence. The
foreward, written by Princeton class-
mate Paul Volcker, says “a parable of
American finance winds through the
narrative.” If only American finance
were half so entertaining.

Mr. Lebenthal has had a colorful life,
which has included stints as a Life mag-
azine correspondent in Hollywood, ad-
man at Young & Rubicam pitching Gulf
Oil, Oscar-nominated producer of a
short film titled “T is for Tumbleweed,”
Army corporal, and TV talk-show
writer. Spending the better part of an
afternoon in his spacious West End
apartment, it is almost inconceivable
that at the end of the day all these cre-
ative energies were funneled into the
family firm, selling municipal bonds.

With a decidedly elfin grin and
boundless enthusiasm, Mr. Lebenthal
agrees totally that his calling to the mu-
nicipal bond enterprise was muted.
Had it not come in his mother’s voice,
there’s a good chance he would have
stayed in advertising. His interest and
talent in marketing indeed determined
his transcendent role at the firm. It is
through his advertisements that the
world got to know Mr. Lebenthal and
came to the firm’s doors.

“Municipal bonds are our babies.”
“At Lebenthal we treat you like fami-
ly.” If you have listened to the radio in
New York in the past four decades,
chances are you’ve heard father Jim, as
he is known, and then daughter

Alexandra, intone sales pitches like
these, and been at least a little tempt-
ed to pick up the phone and order the
offered municipal bond kit.

Thousands of listeners over the
years did just that. Lebenthal & Com-
pany was founded in 1925 by Jim’s par-
ents, Sayra and Louis Lebenthal, ini-
tially dealing in odd-lot bond sales.
Over time the firm came to specialize
in selling tax-free bonds to “the mil-
lionaire next door,” as Alexandra de-

scribes it. Clients included realtors,
dentists, and professionals of all kinds
who typically have little patience for
complicated investment products and
who want more personalized attention
than they are likely to get from a big
brokerage firm. When they called in
with a problem, they expected to talk
to someone senior — like Jim or
Alexandra, and often they did.

Jim Lebenthal joined the firm in
1963, left after a brief spell to work at
Ogilvy & Mather, then rejoined the
firm. He turned the management reins
over to his daughter in 1995. He stayed
on, mainly to focus on marketing, and
to provide counsel. As an admitted
meddler and micromanager (that is
one of the confessions), how could he
not be in the way?

“I cut a wide swath around Alexan-
dra,” he says proudly. “I have been a
model of restraint — I had to. All those
years I said I was getting out; it went on
for decades.”

Alexandra recently delighted her fa-
ther by asking him to join her in start-
ing up a new firm. Last year Lebenthal
& Company disappeared into the vast
corridors of Merrill Lynch, the last in a
series of sales, and both Alexandra and
her father resigned not long thereafter.
A new firm focused on wealth manage-
ment is in the works.

It is no wonder that Mr. Lebenthal
didn’t retire earlier on. One imagines
that he was having too much fun.For all

that he describes the business as “the
most serious boring industry,”it is clear
that he carved out a niche for himself
promoting the firm, and also defending
the municipal bond industry from the
repeated onslaughts of needy tax au-
thorities. It is also clear that he enjoyed
these skirmishes, both for the visibility
they earned him (he really does want to
be center stage) and for the Don
Quixote role he got to play.

During the 1975 New York fiscal
crisis, for instance, Mr. Lebenthal ral-
lied to the city’s cause after the fed-
eral government declined to guaran-
tee a critical bond sale (“Ford to New
York — Drop Dead!” as the Daily
News put it.). He collected a group of
his daughter’s school chums and had
them sift through years of Lebenthal
sales slips to determine that no few-
er than 160,000 regular citizens
owned $4.9 billion of NYC bonds.
This was not a rebuke to big, imper-
sonal institutions — these were
Moms and Pops who were being sold
down the river. He ranted and raved,
and wrote newsletters encouraging
others to do the same. In the end, the
government came through with the
desired guarantee.

Not all of his windmill tilting was ap-
plauded,however.Lebenthal & Compa-
ny received a notice of inquiry from the
SEC in 1976; the commission wanted to
talk about an ad the company had run
in 1975 extolling New York City bonds
as “the second safest investment in
America.” The ad claimed “Bondhold-
ers must be paid by law. Before the po-
licemen. Before the firemen.” And so
on.The SEC wanted to know “Where’d
you get this stuff?” Mr. Lebenthal an-
swered: “From basic bond lore learned
at the breast.”

Unhappily, Mayor Beame had used
that bold ad to proclaim the sound-
ness of the city’s obligations — short-
ly before going broke. Mr. Lebenthal
became, in his words “the laughing-
stock of the investment world.”
Though he was ultimately proved
right, and the city was forced to make
good on its bonds, the experience was
an unhappy one in the extreme. As he
says in his book, “I want to please
everybody.” As he says in person, “I
hate it when I’m criticized.”

Why then write a book? What bet-
ter way to invite criticism? He wanted
to encourage people to “carpe diem,
to just do it, get on with it,” to be in-
spired by the world around them. It is
also clear that writing a book gives
him an excuse to tour the country,
making speeches, reaching out to peo-
ple, having a whale of a good time. He
can’t wait to get started. After all, as
he says, “I’m in a race with time.”
Maybe, but his mother didn’t retire
until the age of 92. Our guess is that
Mr. Lebenthal can probably extend
the book tour beyond the expected
year, and still have time to perfect his
one-man show.

peek10021@aol.com
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Homebuilder Centex Defies
Conventional Wisdom

James Lebenthal’s ‘Confessions’ 
Chronicles a Colorful Life

Lebenthal’s book includes selections
from 40 years of investment letters.

NYSE Reports
First Earnings 

As Public Entity
ANTICIPATION GROWS 
ON GLOBAL MERGERS

By EDGAR ORTEGA
The NYSE Group, reporting results

for the first time since it became a pub-
lic company,said it earned $30.3 million
in the three months ended in March.

The world’s largest stock market,
whose merger this year with Archipel-
ago Holdings was the biggest transfor-
mation in its 213-year history,earned 24
cents a share, according to a statement
on its Web site.NYSE said it earned $26
million, or 22 cents, a year earlier.

The Archipelago transaction will
probably triple net income by 2007 as
the exchange cuts costs, the NYSE said
in December.

Chief Executive Officer John Thain
has said he aims to use his shares to buy
other exchanges, fueling merger specu-
lation that is sweeping the world’s
biggest stock markets.

“Quarter-over-quarter earnings
aren’t the story right now; it’s strategic
plays and who is going to pair up with
whom,” an analyst at Chicago-based
Morningstar, Philip Guziec, said.

Mr. Thain, 50, last month said he
wants the exchange to be a leader in
consolidating markets around the
world. Mr. Thain’s counterpart at New
York-based Nasdaq, Robert Greifeld,
48, bought 15% of the London Stock
Exchange, paving the way for a poten-
tial transatlantic merger.

Shares of NYSE rose $2.65,or $3.6%,
to $75.45 today.

The stock has risen 17% from the
$64.25 final price of Archipelago’s
shares on March 7, when NYSE merged
with the electronic exchange. The re-
sults were released yesterday after
stock-market trading closed in America.

The NYSE may comment on efforts
to cut costs and the consolidation
among securities exchanges during a
teleconference with investors sched-
uled for 8:30 a.m. today.

A Sandler O’Neill & Partners analyst,
Richard Repetto, had estimated that
the company would report first-quarter
profit of $38 million,or 24 cents a share.
He rates NYSE shares “sell.”

Revenue excluding regulatory fees
collected from brokerages rose 20%
to $339.7 million, helped in part by an
increase in trading and new fees. Ex-
penses rose 31% in the quarter to
$320 million.

The costs included a $37.7 million
charge linked to a compensation award
to NYSE employees at the time of the
Archipelago merger.The exchange also
had a $20.9 million gain from the sale
of an equity investment.

If the Archipelago merger had been
completed by the start of the quarter
on January 1, the NYSE said it would
have earned $37.3 million,or 23 cents a
share. Revenue would have been $421
million, and expenses would have fall-
en 1.2% to $370 million.

Fees from stock listings, the largest
source of revenue for the NYSE, rose
2.9% to $88.5 million in the first quar-
ter. Trading fees paid to the exchange
by brokers jumped 65% to $215.4 mil-
lion in the period as the Standard &
Poor’s 500 Index climb to a five-year
high spurred an increase in equity trad-
ing in America.

Trading in NYSE-listed stocks rose
20% from a year ago,compared with an
8% increase in Nasdaq-listed stocks,
according to data on the exchanges’
Web sites.

The NYSE in December increased
fees paid by floor traders to use equip-
ment and facilities, a move that could
raise an additional $22.5 million in rev-
enue annually, according to an analyst
at Keefe Bruyette & Woods, Richard
Herr, said. He has a “market perform”
rating on NYSE.

In March,the NYSE began collecting
revenue from the sale of floor-trading
licenses,which will add $62.8 million in
revenue over the next 11 months, ac-
cording to filings with the Securities
and Exchange Commission.

The NYSE last year forecast net in-
come will more than double to $192.4
million in 2006 and surge to $293.6 mil-
lion in 2007 as it reduces costs.

— Bloomberg News

New York State Comptroller Files Securities Fraud Lawsuit Against Qwest
Allegations That Ex-Executives, Auditor Artificially Inflated Results

By CHAD BRAY
The New York State comptroller,Alan

Hevesi, filed a securities-fraud lawsuit
late Tuesday against Qwest Communica-
tions International, its former top exec-
utives, several ex-directors, and its one-
time auditor Arthur Andersen, alleging
they conspired to artificially inflate its 
results.

The lawsuit filed in federal court in
Manhattan alleges the Denver
telecommunications company’s rev-
enue and earnings were “significantly
and materially” overstated between
March 31, 1999, and July 28, 2002.

“Defendants’ unlawful conduct was
intended to, and did, artificially inflate
the value and price of Qwest’s securi-
ties to the detriment of the [New York
State Common Retirement Fund],”
the lawsuit says.

Mr. Hevesi is the sole trustee of the
New York State Common Retirement
Fund, a large pension fund for New
York public employees.

The pension fund was lead plaintiff
in a similar lawsuit against WorldCom,
its former executives,outside directors,
auditor, and underwriters. As a result
of settlements in the WorldCom case,
class members are expected to recover
more than $6.1 billion.

A Qwest spokesman in Denver de-
clined to comment yesterday, saying
the company’s policy was to not speak
about pending litigation. An Arthur
Andersen spokesman didn’t immedi-
ately have a comment yesterday.

A Former Qwest chief executive,
Joseph Nacchio, a defendant in M.r
Hevesi’s lawsuit, is awaiting trial on 42
counts of insider trading. He has de-

nied wrongdoing.A lawyer for Mr. Nac-
chio didn’t immediately return a phone
call seeking comment yesterday.

Four other former Qwest executives

have pleaded guilty to criminal charges
in the matter.

The company agreed last year to pay
$400 million to settle a separate share-
holder lawsuit in federal court in Col-

orado. Qwest previously agreed to pay
$250 million to settle civil charges
brought by the Securities and Ex-
change Commission.

Published reports have indicated
that the New York State Teachers’ Re-
tirement System, a large pension fund
for New York’s public educators, opted
out of the class-action settlement in
Denver earlier this month.

A spokesman for Mr. Hevesi, John
Chartier, said the New York State Com-
mon Retirement Fund also decided to
opt out of the lawsuit. Mr. Chartier said
the New York State Common Retire-
ment Fund’s losses resulting from the
alleged manipulation of Qwest’s finan-
cial results were about $250 million.
“We felt like we could obtain a better
settlement on our own,” he said.

— Dow Jones Newswires

‘Defendants’ unlawful
conduct was intended to,

and did, artificially
inflate the value and

price of Qwest’s
securities.’
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