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In June 1960, Dean LeBaron
graduated from the Harvard
Business School in the top 5
percent of his class, making
him what HBS calls a Baker
Scholar.
—Donna Carpenter LeBaron

Dean and his wife Emily bought a
house in Hingham, Massachusetts.
Soon, they were expecting their first
child. Every workday, Dean commuted
15 miles north to the offices of F.S.
Moseley & Company, a Boston
brokerage founded in 1850.
—Elaine LeBaron Gilpin

Dean liked the work, but he didn’t like
the stuffy workplace, where business
as usual was the status quo.
My job—in addition to leading the research department—was
scrutinizing electronics companies. Back then, few people were
doing what we now think of as stock analysis. Most of my
office mates were performing more mundane tasks—
forecasting income, dividends, and such.
—Dean LeBaron

—Donna Carpenter LeBaron

Two weeks after I started at Moseley, I decided to submit a report about brokerage houses I’d written while
at Harvard. I thought my conclusions would be useful in formulating policy and perhaps win me a place on
the company’s planning council.
The firm’s 70-year-old managing partner, John O. Stubbs, took one glance at the document and then
handed it back with a look that put me in my whippersnapper place.

“The only thing you have to remember here,” he said,
“is to sell stock to anyone who has money.The only
reason I wanted a research department is because our
largest customer says we need one. I don’t think you
fellows can pick stocks any more than anyone else,
and I certainly don’t need you. But if every other major
firm is going to have a research department, I guess
we have to, too, and it had better be a damn good one.”
—Dean LeBaron

I was set back on my heels, but the
incident reminded me that brokerage
firms moved on sales, so I structured
Moseley’s research department to sell
directly to customers with the most
money—institutions.
—Dean LeBaron

I didn’t attend the birth. In those days, fathers weren’t allowed anywhere near the delivery room, so I first saw
Blake through the window of the nursery. The nurse held him up, and I thought,

How does she know which one is mine?
—Dean LeBaron

On April 24, 1961, Dean’s son—my brother—Blake Dean LeBaron, was born.
—Stacy LeBaron

As always, Dean found time to read.
—Donna Carpenter LeBaron

In the early ‘60s, a friend gave me economist Barbara Ward’s book, The Rich
Nations and the Poor Nations, in which she pointed out the growing disparity
between the relatively few wealthy, industrialized countries and the rest of the
world. The gap promised to widen, she argued, until the poor, overpopulated
nations had no alternative but to use violence to redress the inequities.
Ward noted that rich countries needed poor ones as markets for their
products, just as developing nations needed wealthy ones to absorb their
low-priced goods. But the developing nations also needed capital that only
the industrialized countries could provide.

I began to think that I might act as a facilitator,
an investor who encouraged transactions
between First and Third World nations.
—Dean LeBaron

I wanted a boat but not the upkeep, so I
bought an Amphicar—a German-made
amphibious vehicle first sold in the States
in 1961. I could drive it into the water and
back out and park it in the garage.
—Dean LeBaron

To wash the salt off, Dad stapled a
sprinkler hose around the garage
door to create an automatic car
wash, and he would drive the
Amphicar back and forth through
the spray.
—Stacy LeBaron

Our grandfather liked the Amphicar so much that he
bought one, too, and he and Dad used to drive around
Boston Harbor in front of Anthony’s Pier 4 and flash their
headlights at the people eating on the deck.
—Blake LeBaron

The car caught people’s
attention elsewhere too.
—Donna Carpenter LeBaron

Several years after Dean and I graduated from the business school, I was driving along
Route 9 in Brookline, where the road runs alongside a large reservoir.

On the far side, I saw a
small red car plunge
into the water.

Startled, I drove over to see if I could help. There were no cell phones in those days and no way
for me to contact the police. By the time I got there, the little car was fully afloat and sailing along
under full power.
So, I parked and waited—and waited some more—until whoever was piloting the vehicle decided
to come back to shore. Eventually, it returned, and there was Dean, driving the contraption. It was a
compact affair with a big propeller that popped out of the trunk and into the water.
Dean, of course, flashed that big smile of his. I had to smile too.

—John H. MacArthur

The Amphicar was fun, but the charm eventually wore off.
I bought a speedboat that I kept in Hingham Harbor and
used to commute to Boston in nice weather. But it wasn’t
family-friendly, so I sold it and bought a 28-foot wooden
Pembroke with high sides to protect us from choppy water
and a little cabin for sleeping.
—Dean LeBaron

My early memories of Dad were aboard the Pembroke.
While other kids went camping with their fathers in the woods,

Dad and I went
camping on the boat.
On Saturday night, we would go down and bunk in the small cabin with the boat tied to
the dock. It was primitive and uncomfortable, but neither of us minded. When we woke
up, Dad would cook breakfast—usually instant scrambled eggs, which were as tasty as
they sound. Then, we’d go to the store to get the newspaper and head home.

—Blake LeBaron

My nickname for Blake was Old Boy because he was
anything but. I loved spending time with him and took
him boating and flying, as my father had done with me.
—Dean LeBaron

By the time I was six, Dad had me flying.
I could not see over the cockpit. He used
to joke that I was the world’s youngest
instrument pilot.
—Blake LeBaron

I wasn’t joking.
—Dean LeBaron

In 1965, I left Moseley for the challenge of managing
money at Keystone Securities. It was in the same
building as Moseley, just on a different floor.
—Dean LeBaron

That same year, Dean and his friend and colleague Steve Swensrud bought a
twin-engine Cessna Skymaster. It was an unusual plane with an ingenious design
that appealed to Dean’s love of novelty. It was also his second serious toy.

—Donna Carpenter LeBaron

Steve didn’t have a pilot’s license, although he possessed the necessary skills.
Once, when we were landing at Hanscom Field, outside of Boston, he made a mistake.
We were approaching the runway when Steve got shy of the ground and pulled up,
stalling the wing. The alarm went off and I—resisting all instincts to grab the
controls—told Steve to apply power and drop the nose.
After we were back on the ground, he turned to me and said,

“Oh God, what did I do!”

I wasn’t scared at the time, but I was later when I realized what could have happened.

—Dean LeBaron

What I learned from this
experience is that Dean is
not one to panic.
—Stephen B. Swensrud

Kissinger was candid. He said that Vietnam was the wrong war, being fought by
the wrong people in the wrong place. So many mistakes were being made that
it was hard to figure out which ones were causing us the most problems. He
suspected we would have to negotiate our way out—a process and result that
would be tantamount to defeat.

In 1967,

I met Henry Kissinger
in his Harvard office.

I was one of five investment managers present, and we were there to
discuss foreign affairs.
Kissinger was already famous, although his only formal title other than
professor was foreign policy advisor to New York Governor Nelson
Rockefeller. During the meeting, we ate roast beef sandwiches I had
picked up from Elsie’s—the venerable eatery in Harvard Square—
and discussed Vietnam.
At one point, Kissinger left the room to arrange a telephone call to
Secretary of Defense Robert McNamara, who was in Vietnam at the time.
We felt like we were involved in major international events.
How these conversations helped investment decision-making is a bit
more obscure, but it certainly bolstered the confidence of a group of
young, inexperienced portfolio managers.

—Dean LeBaron

On the other hand, Kissinger explained, it was possible that by altering our
tactics, we could still win a military victory. That would be preferable, both for
America’s morale and its position in the world. In a sense, he was hinting at the
dual policy we later followed—talking peace and waging war at the same time.

—Dean LeBaron

One company that attracted Dean’s attention
in the late ‘60s was Executive Jet Aviation (EJA).
—Donna Carpenter LeBaron

In 1967, EJA wanted Keystone to purchase a high-interest-rate mortgage on some of the planes in its
corporate fleet. Keystone’s management liked the idea and

sent me and two other analysts to Columbus, Ohio,
to check it out. I was also responsible for writing the report.

—Dean LeBaron

The two-hour meeting with EJA’s officers and directors was one of the strangest I’d ever attended. Former military
brass were everywhere; the guy who set up the projector and screen was a retired lieutenant colonel.
The gathering was friendly enough, but I had the impression that most company decisions were made by EJA’s vice
chairman and big gun—the much-decorated Air Force General Curtis LeMay, who sat at the head of the table.

LeMay proposed that EJA buy a
fleet of Lockheed C-5As and enter
the global air-cargo business.
After outlining the financing challenges involved in purchasing the planes for $25 million apiece,
he presented a rendering of a new terminal loading facility.
It didn’t take a mind reader to see that he had big—and expensive—plans for EJA.

—Dean LeBaron

Given LeMay’s military background, it seemed natural that

he had modeled the company’s
organization along the lines of
Strategic Air Command. The setup
seemed to confirm what I had heard more than once during my visit:
EJA was preparing to blur the lines between a private company and the
military in an unprecedented way. When the United States needed more
flying officers and cargo planes, EJA planned to respond instantly as a fully
functioning military unit.

The assumption that such a need would arise—and possibly soon—
revealed a chilling mindset. But considering LeMay’s history, it wasn’t all
that surprising. He had repeatedly advocated bombing any country that
acted in a way he deemed aggressive. His reasoning: it was the only way to
prevent World War III.
The general concluded his presentation and opened the meeting to questions, but there were none. Apparently, the audience was satisfied that the
company was following a reasonable and logical course.

—Dean LeBaron

But in my opinion, several of the proposals were unsound. I glanced
at my Keystone associates and decided to break the silence:

“Wouldn’t it be better to lease these planes as the regulated air
carriers do rather than buy them at a huge expense to EJA?”
General LeMay looked at me and asked if I had been in the service.
“Yes, sir,” I replied.
“What rank?” he asked.
“Corporal,” I said.
Loud groans went up from the brass seated around the room.
The general pursed his lips.

“I don’t answer questions
posed by corporals.”
He uttered it in such an offhand way—like someone might decline a beer by
saying, “I don’t drink”—that I didn’t feel he intended to be dismissive but had
merely stated a fact.
I was embarrassed, but since my report didn’t depend upon his answer,
I shrugged off his comment.

—Dean LeBaron

On the way downtown to the Columbus Club, where we would meet other local military
brass—mostly major generals, as it turned out—I sat beside LeMay, who occupied the
middle of the limousine’s rear seat, puffing his habitual cigar. When his ashes landed in my
lap, I wondered if that was another sign of his low opinion of corporals.
Nevertheless, our conversation was pleasant, and the general proved to be a charming
and colorful luncheon companion, especially when describing his political aspirations—
he was considering running for president on the 1968 Republican ticket.

—Dean LeBaron

“You know, Dean,”
LeMay boomed across the table,

“the reason we are working at Executive Jet is to prove to
our business friends that we can make it in civvies. We
know that people who are not in the service think the
only thing we can do is soldier. But the military is the
biggest business going. Our motives here are to show
that it’s no different in or out of uniform. It’s still a
business, and we know how to do it.”
—Dean LeBaron

EJA was almost impossible to analyze using traditional methods.
Its greatest asset was the backing of the Pennsylvania Railroad. On the debit side, the leasing of jets was an untried
approach in the air-cargo business.
In my report, I didn’t forecast that the company would fail. But I did assert that any money invested should be
covered by something more tangible than the fortunes of Executive Jet, as the warrants they were offering
seemed iffy.
But the collateral—jet planes at 50 percent of market value—looked solid enough to support a loan, which
Keystone eventually granted.

In the end, Executive Jet evolved into one of
those coulda been a contender companies. It
had the potential to become a bonanza, but
ultimately, it turned out to be nothing more
than a puff of smoke from General LeMay’s
cigar.
—Dean LeBaron

As Neill puts it, contrarians believe that

when everyone thinks alike, everyone is likely to be wrong.
If most people are doing one thing, a contrarian says,

“I shall do something else.”
Contrary ideas regarding investment come from fluid thinking—a constant reexamining
of the world or examining the unexamined.
I first heard the term contrarian in 1968 when my friend and colleague John Bennett invited
me to the Contrary Opinion Forum, then held at the original Equinox House in Manchester,
Vermont. At my first meeting, I bought a copy of Humphrey B. Neill’s

The Art of Contrary Thinking,
and after reading it, I thought,

That’s me.
—Dean LeBaron

What’s unique to contrary thinking is that it doesn’t tell people what to do—only
what not to do. If everyone is buying technology stocks, contrarians know not to.
While the contrarian way of thinking won’t tell investors what they should buy,
it forces them to gather their own information and decide for themselves which
path to take.
You don’t become a contrarian to be different. You become a contrarian to be
a better investor.

—Dean LeBaron

On March 6, 1968, Dean’s
daughter—my sister—
Stacy Ann LeBaron, was born.
—Blake LeBaron

Soon after Stacy was born, we moved to Weston, Massachusetts,
where, like most men my age with young families, I tried my hand
at a few home-improvement projects. I bought paneling at the
hardware store and finished the basement. The project taught me
a lesson: stick with what you do best.

—Dean LeBaron

One of my first memories of Dad was watching the news soon after
he woke up. Every morning, I would climb into bed with him and
snuggle. He was always a good snuggler.

—Stacy LeBaron

When Dean was living in Weston, he would
take his guests to the basement after dinner to
play a game he called Sock Soccer, which was
soccer with your shoes off. It was something
of a contact sport.
—Walter Deemer

While we were living in Weston, I bought a small ski
chalet at a resort in Ascutney, Vermont. Every Friday,
when I got home from work, we’d pile in the Subaru
sedan for the more than three-hour drive north.
—Dean LeBaron

No matter what the weather, we would go.
There were lots of times I didn’t think we’d
make it through the snow. But Dad just
kept going. He was tireless and fearless.
—Blake LeBaron

Few experiences in life are more flattering—or more disarming—than to be flown to a company’s headquarters by private jet
to confer with its top executives.
My impossible-to-refuse invitation came from

a no-doubt gorgeous secretary who
purred into the phone, “Mr. LeBaron,
won’t y’all come down to Dallas
and have dinner with Jimmy Ling? He’d like to tell you some of the things he’s doing with LTV. As you are a large investor,
it’s important that he know your views.”

—Dean LeBaron

At Keystone, Dean followed a variety of companies. But in
1968, one caught his eye—Jimmy Ling’s LTV conglomerate.
—Donna Carpenter LeBaron

The party of analysts boarded
the Falcon jet at one of Logan
Airport’s private terminals.
—Donna Carpenter LeBaron

The copilot was none other than William Paul Thayer, president of LTV Aerospace. En route
to Texas, we stopped in Illinois to pick up Jimmy Ling, who was dedicating a steel plant for
Jones and Laughlin Steel Company (J&L), which the multibillion-dollar LTV had partially
acquired.
Dubious accounting practices, designed to enhance reported earnings per share, were
Ling’s hallmark. Recently, however, his seemingly insatiable quest for companies had been
hindered by a sudden lack of cash.

In looking for a way to quickly raise
capital, Ling’s gaze had fallen on
cash-rich J&L. But the acquisition had not gone smoothly.
J&L leadership—wary of their flashy suitor from Texas—decided not to cooperate.

At the time of the Dallas conference, Ling had already exhausted his short-term borrowing
ability and was unable to buy any more J&L stock.

—Dean LeBaron

When we landed in Illinois, Ling and Roscoe Haynie—the head of LTV’s executive committee—boarded the plane.
Haynie sat opposite me in the cabin while Ling, much to my surprise, took the pilot’s seat.

When drinks were served, Haynie quickly
downed several double scotches.
I asked him what was troubling him.

Jimmy Ling was tall and lean, well
dressed, brash, smooth, and quick with
figures—in short, the personification of
the successful entrepreneur. His ability
to make money seemed to rub off on
close associates, and his hold on LTV
employees was almost messianic.
—Dean LeBaron

“Jimmy only has four hours of flight instruction,”
he said.

By the time we were taxiing for takeoff, Ling’s lack of experience was obvious from the plane’s tentative, jerky motions.
It was a hair-raising experience that reminded me of a nervous reindeer trying to get airborne.
I suddenly realized that we were in the hands of an egomaniac.

—Dean LeBaron

After a bumpy flight, the jet landed
in Dallas. We drove to LTV headquarters—
a sleek tower downtown—where we were
joined by a dozen or so investment
managers from all over the country.
Dinner was served in the tower’s penthouse.
—Dean LeBaron

After we ate, we filed into the Spanish-themed boardroom, where the
heads of a rhinoceros and other animals shot in Africa or at Ling’s
ranch in northern Texas stared down at us.
Ling immediately launched into one of his dazzling presentations, explaining that he would offer a securities package in exchange for LTV common
stock, warrants, debentures, and a little cash. The market value of the package was approximately $150 million, but we could snap it up for $100 million.
On the surface, it was an attractive proposal. Ling had generously offered us an opportunity to participate in each of his so-called Baby Lings. His pitch
seemed reasonable and rational, yet it was also very complex. Was there a hidden gimmick?

—Dean LeBaron

Of course, we asked all the standard questions: When was the offer date? How many shares would remain outstanding?
And so on. Everyone was relaxed and friendly until

I poked the hornet’s nest by asking
how well Lehman Brothers and
Goldman Sachs—LTV’s investment
bankers in New York—understood
the proposal.
—Dean LeBaron

My question caught Ling off guard.

With the warmth of an iceberg,
he retorted sharply, “They understand a million dollars annually in fees, and that’s all they have to understand!”
The mood in the room changed abruptly. Ling was no longer patiently explaining a complex financial instrument to a
receptive audience. The hunter and the prey had suddenly changed places. Even longtime Ling fans were balking.
The meeting ended with both sides at loggerheads. Analysts had rebuffed Ling for the first time. Still, he kept up his
bluff, insisting that the deal would go through. If we wouldn’t accept it, then individual investors would.

—Dean LeBaron

I returned to my hotel, exhausted and disturbed by Ling’s grandiosity. The next morning, we all went home.
Just as the LTV jet to Boston was about to take off, I was summoned to the cockpit and handed a phone.
On the other end was Ling.

“Dean,”
he said,

“I’ve now discovered that the deal has some tax problems. I wanted you to know
that the exchange offer is not going to be made as planned, and I’ll let you know
when we get something different. I suggest you not mention this to anyone, but
given your role of last evening, I thought you should have this information today.”
I thanked him for his hospitality and for keeping me informed. Five minutes later, we were wheels up to Boston.

—Dean LeBaron

Of course, I couldn’t keep this information to myself, but since we were airborne during
stock-exchange trading hours, we couldn’t take immediate action. When we landed at
Logan, we learned that LTV stock had spiked that day because the other analysts at the
meeting, believing Ling’s bluff, had shared this bullish information with their colleagues.
Only the Boston analysts knew the inside story.
The next day, Ling called and tried to mollify me. My response was to issue a report to
the managers of all Keystone funds that held LTV stock, suggesting they sell.
That was the beginning of the end of Ling and LTV. But I learned a valuable lesson:

appearances can be deceiving. Behind
the fancy, mirrored facade of LTV’s offices was nothing but smoke.
—Dean LeBaron

In the summer of 1969, I left Keystone and founded Batterymarch
Financial Management. While the move had been coming for a long
time, the final straw was when the partners asked some Keystone
employees—me included—to set aside one 1 percent of our salary
for political donations. Though it wasn’t much money, I refused for
ethical reasons and quit.
—Dean LeBaron

I met Dean in 1968
when I was interviewing for a position as a quantitative analyst at
Keystone. It was one of those rare early-summer days in Boston—
sunny, warm, not humid. The interviews were great fun. I chatted about
measuring the performance of portfolio managers, liberally spicing my
conversation with alphas, betas, regression, and correlation
coefficients—and if I remember correctly, I even managed a reference
to a standard deviate. I received polite smiles and few, if any, questions.
It was Friday, and I was looking forward to the weekend, reasonably
certain that I had put on a good show.
Dean, as head of the research department, was my last interview of
the day. He let me talk for a while, then smiled that smile—which I later
learned meant that the recipient was about to be skewered—and
asked something like,

“Who would measure the measurer?”

I suddenly felt like Wile E. Coyote in the Road Runner cartoons: there
was no ground beneath me.

—Evan Schulman

Next, I needed an office.
I’d been thinking about creating a Batterymarch-like
operation inside Keystone, but I wanted to do it by
de-delph. The first thing I did was find people I
wanted to work with. Most people started by looking
for funding, but I liked the idea of starting off
debt-free and operating on a shoestring.
—Dean LeBaron

Dean’s parents had taught him to be frugal in business and in life. He dressed not in the custom-made suits
favored by his money-management peers, but in pinstripes he had bought at Filene’s Basement.

—Donna Carpenter LeBaron

Kingsley Durant, whom I’d known at Milton, was from an old New England family that owned an office building on Batterymarch
Street, near the Boston waterfront. The real estate market was in the tank, and he offered me free office space. I took it.
In return for his generosity, I made Kingsley head of administration.

He worked for little money, which was important
because we were on a tight budget with just
enough to pay for utilities and postage.
—Dean LeBaron

“What are you going to call your firm?”
I asked Dean.

“I don’t know. Haven’t decided,”
he answered.

“How can you possibly be unsure when
your office is in the Batterymarch
Building on Batterymarch Street? Call it
Batterymarch, and everyone will think
it’s your building and your street!”
—Charles D. Ellis

Next, thinking we would all be under a lot of pressure and would need a
way to let off steam, I added an office toy—an old World War II flight simulator
that I bought for a few hundred dollars. My colleague, Evan Schulman—
a former Canadian Air Force pilot—was an enthusiastic participant.
—Dean LeBaron

We had $2 million—money I had saved from my years at Moseley and Keystone. Now, the question was, how to
invest it. We decided to concentrate on small stocks, which were then invitingly called the dreaded second tier.

Larger stocks were the most popular, so I
figured that buying large quantities of
smaller ones and dispersing them
throughout our clients’ portfolios
would make money with minimum
risk once the market realized their
true value.

Buy low, sell high.
—Dean LeBaron

We had offices, carpet, a flight simulator, and some
talented people, and now it was time to go out and
look for clients. I wanted to get our name out. I wrote
a couple of articles that I managed to get published,
and I spoke to any group that asked me, including a
lot of Rotary Clubs.
—Dean LeBaron

In those days, Batterymarch’s portfolio consisted of companies with names like

Great Lakes Dredge & Dock.

We were on the lookout for businesses with lots of assets but
little-known names because they were typically undervalued.
—Dean LeBaron

Dean thought it
would take a year
to break even.
Paul Rugo, Dean’s friend and attorney, told him it would take five. Paul was right.

—Donna Carpenter LeBaron

We had a hard time attracting clients.
It was a classic Catch-22: until we were
managing enough money, we couldn’t
attract enough money to manage.
—Dean LeBaron

After a year, our client list was zero. Then, we partnered with
Hutchins, Mixter & Parkinson, Inc.—an old-line Boston brokerage
firm owned by three former Merrill Lynch sales reps who managed old Boston money but had no research department. They
would pay us $75,000—a fair amount of money at the time—
to play that role, which gave us something to do besides search
for clients.

We’d go over to their offices
on Monday morning and
tell them what was hot—
things like sugar substitutes and fiberglass boats—
tips they could pass on to their clients.

—Dean LeBaron

Then, we met a New York broker named Norm Foley. He introduced us
to the people who had just taken over the US division of Hambros, the
Queen of England’s bank and one of the oldest in London.
Hambros had recently bought a fancy building on Park Avenue, and they
hired us to run their small pension fund. After about three months, we
started a joint venture—Hambros Batterymarch.
I loved the idea that one of the youngest firms in the world and one of
the oldest were partners. They gave me an office in their building and
assigned me a multilingual assistant, with whom I bantered in my poor
French. Essentially, my job was to go to New York one day a week and be
available to talk to clients.

—Dean LeBaron

I was hired to manage the pension fund of
Instron—a small electronics company in Norwood,
Massachusetts, which was later acquired by
Motorola. The company was a client of Paul Rugo’s.
It was about a million-dollar account—our largest
to date. We did a good job.
—Dean LeBaron

One day, a group of men visited Batterymarch. They had impeccable credentials, degrees from
Dartmouth and Columbia, and seemed like solid fellows. They asked us to manage $10 million
for them. That was a big deal, and there was a lot of excitement around the office.
But I turned them down because I felt it would make us too beholden to one highly visible client.
They were astounded. I explained my reasons with tact and courtesy and honesty, which must have
impressed them because they told everybody what we had done. People were intrigued.

Our phone started ringing.
The New Hampshire Charitable Fund came to us with around $1 million. We could handle that.

—Dean LeBaron

Feeling a little more confident, I sold the house
in Ascutney and bought a home on the edge
of the Sonnenberg ski area in Vermont.
—Dean LeBaron

The bear market in 1972 hit us hard. Small craft always have a harder time
surviving a storm. Our performance was terrible. Not only did we have very
little business, but the market for the small-company stocks we favored
nosedived first. For a while, the only one getting paid was our secretary.
For five years, we had virtually no business.

I faced the possibility
that Batterymarch
might go under.
—Dean LeBaron

I decided to write a book to explain my investment
philosophy. It was either that or see a shrink.
—Dean LeBaron

Dean went to Vermont
for six weeks to get
the book written.
—Donna Carpenter LeBaron

The only place I visited was the
library at Dartmouth to do research.
I immersed myself in market history,
institutional cycles, and business
strategies. When I was done, I went
back to my 12-hour days, pretending
to be more successful than I was.
—Dean LeBaron

Then, in 1974, in the midst of a
severe downturn in the market,
Dean had an idea that proved to
be the turning point:
The book was a watershed event for
Dean. In laying out his investment
ideas, he clarified them for himself
and solidified his contrarian approach.
“The most dangerous place to be,”
he wrote, “is in a crowd.”
—Donna Carpenter LeBaron

indexing,

an investment technique that created portfolios
that would mirror the stock market as a whole.

—Donna Carpenter LeBaron

My view of indexing came with a twist:
if you’re going to run such a portfolio,
at least run it efficiently by dramatically
decreasing operating costs.
—Dean LeBaron

Indexing was the breakthrough that put Batterymarch on the map.
—Donna Carpenter LeBaron

I decided to introduce indexing because of a conversation I’d had with Roger Murray, a
Columbia University business professor. He visited Batterymarch in 1970 or 1971, and when
we described our indexing strategy, he said, “That’s all very well and good, but what would
you do with mega-billions of dollars?”
I said I would buy a couple thousand of these stocks.
Murray said, “But you can’t do that because no investment committee is ever going to let
you buy a couple thousand shares of a value stock.”
My response was that I’d just buy a scattershot of the market—a little bit of everything—
and index it to whatever benchmark I wanted. He thought that was a terrible idea because,
as growth-stock investors, we should buy only growth stocks.

—Dean LeBaron

Murray and I met in New York shortly after that, and despite the downsides to indexing, I still thought it was a good idea, so we went ahead with it.

We started by hanging a clothesline in the office and pinning
notecards to it, listing the number of shares we intended to buy in
each of the segments—this was steel, that was computers, and so on.
—Dean LeBaron

Indexing shouldn’t have been a radical idea because many large institutions owned a cross section of Standard &
Poor’s stocks. But it was clear at the first presentation we made that our approach to indexing was new.

—Dean LeBaron

There were three organizations pursuing indexing at the time—Bill Fouse
at Wells Fargo, Rex Sinquefield at American National, and ourselves—and
we used to meet to talk things over, like whether it was wise to index to
the full index or to a sample, and how to measure trading costs. We argued
constantly over indexing to the S&P 500, and all of us decided not to
because it was not an efficient portfolio. But it was the most popular.

—Dean LeBaron

Of the three, Batterymarch
was the first to successfully
offer indexing.
—Donna Carpenter LeBaron

Murray would come up to me before a debate, all excited, and whisper,

Dean was also
indexing’s most
vocal and visible
proponent.

He and Murray engaged in a series of public debates on the subject.

—Donna Carpenter LeBaron

“I’ve got a new point.
You’re going to like it.”
Our two-man act was reasonably popular on the meeting circuit until we got bored with the
arguments. I’d heard his speech too many times and vice versa.

—Dean LeBaron

The publicity the debates generated helped attract interest from institutional
investors, but it was the consistently high rate of return that reeled them in.

—Donna Carpenter LeBaron

It was almost like someone had flipped a switch.
The company started to grow.
—Paul Rugo

The market turned upward.

Soon, Batterymarch’s portfolios were beating the S&P by some 30
percent. The mid and late ‘70s were a roaring bull market for little
stocks and small-cap companies. We started landing big accounts,
like AT&T and General Motors. Within a year, we were managing
$500 million.

—Dean LeBaron

By 1976, within two years
of introducing indexing,
Batterymarch was
managing $1 billion.
—Marilyn Pitchford

In 1975, six months after retiring from Foxboro
Company, our father died of a heart attack.
—Elaine LeBaron Gilpin

I didn’t understand the full impact my father
had had on my life until after he was gone.
I am, in many ways, the man my father made.
		

—Dean LeBaron

I didn’t know anything about
computers when I founded
the company because, in those
days, computers were too
expensive to contemplate.
—Dean LeBaron

But in 1975, a Prime 300 arrived at Batterymarch. To say it was a
game changer would be an understatement.

—Evan Schulman

The day it came, I spilled coffee
all over the keyboard. I cleaned
up my mess with a hair dryer.
Not a good start.
—Dean LeBaron

But computers would soon rank high on the list at Batterymarch—second only to Dean—as he became the first
money manager to automate the investment process and to advocate for the use of computers in the financial world.

—Donna Carpenter LeBaron

He laid out his ideas in a series of magazine articles. Deciding that
computers were the key to investing in the future, Dean wrote about
money manager G. Rodney Scattergold IV, who “stands but occasionally
sits behind a console with three monitors, a wide range of switches,
buttons and analog inputs, a graphing pen, a keyboard, and earphones.”
Scattergold could effortlessly handle 350 portfolios.

—Donna Carpenter LeBaron

I gave my first computer demonstration at an Institutional Investor
Conference in 1976. I put a computer onstage and let it clack—sort of
like an old Teletype—in the background as I talked. It added drama to
the presentation.
I said, “Basically, this is a fully functioning investment firm, operating
unattended.”
People looked at me and then back at the computer because it was
much more interesting than anything I was saying. I let some of them
come up and play games on it and do some stock screening.

—Dean LeBaron

Dean didn’t know it, but he was starting a revolution.
—Donna Carpenter LeBaron

When Dean realized that the computer could also handle
trades, he had Schulman set up the trading system.
Now, Batterymarch didn’t need traders.
Before the computer, we had done our screening by placing perforated
paper masks over the stock tables in the Media General Financial Weekly—
an archaic system at best. With the computer, databases could be fed
in, and Evan Schulman, who led Batterymarch’s technology initiatives,
could show us the results on-screen in minutes.

		

—Donna Carpenter LeBaron

—Dean LeBaron

We also stopped doing conventional research on stocks after we
realized the computer did a better job of picking them than we
could.
Because of the Prime 300, we boasted the lowest transaction costs of
any investment firm in the country.

—Dean LeBaron

I learned just how different our low-cost approach to business was when I
accepted the invitation of a New York brokerage firm to introduce us and a
few other institutional investors to some distinguished European bankers.

I arrived alone and slightly early and was ushered into a panoramic cocktail lounge overlooking Montmartre
and Sacré-Cœur. My colleagues arrived, and we stood around for a while, drinking cocktails served by a butler.

As investors dealing with large amounts of other people’s money, a solid relationship
with a European bank was important. As European firms tended to exchange
junior employees, these relationships could last a lifetime.

As far as I could tell, there were three hosts at each table: one senior gentleman, who handled the
introductions and steered the conversation; a member of the Rothschild international department;
and some miscellaneous official.

The broker in question had been investing money for some of us in the group and
thought they could further benefit us by arranging introductions.

I was seated at a table with Philippe de Rothschild, the former Grand Prix race car driver turned vintner,
and much of our conversation concerned his vineyard’s production of wine and champagne.

I spent several days in Europe, meeting government officials, company managers,
and bankers in various countries. One of the more illuminating sessions was during
lunch at Rothschild & Co. in Paris.

“I make sparkling wine too,” I volunteered.

The Rothschilds had just built a
new cement-and-glass building
several blocks from the Paris stock exchange, and it was clearly the most impressive
structure in the area. I learned later that it had been built on the site of the original
Rothschild bank, as remaining in the same spot was important to the firm’s
reputation and prestige.
The agenda that day included a reception, followed by lunch on the top floor and
briefings at the stock exchange, arranged by Rothschild employees.

Soon, Baron Philippe de Rothschild appeared with some of his younger coterie in tow.

“You do?” he asked, clearly surprised.
“Yes,” I explained. “I buy cheap California
white wine and goose it. That is, I carbonate
it with a seltzer maker.”
His jaw dropped. “Vhat? You goose ze vine?”
Moments later, he excused himself, left the table, and never returned. I suspect that I provided him with
a gauche American story for years to come.

Some people at Batterymarch didn’t agree with my approach to business, and in 1977,
two early partners—Jeremy Grantham and Richard Mayo—left the company. I understood and wished them well.

I borrowed $2 million to buy their stock and paid it back
within the year. Two years later, I bought back the remaining
15 percent of Batterymarch stock I didn’t own.
—Dean LeBaron

Richard Mayo

Jeremy Grantham

Dean was delighted to have full control.
The sandbox was his.
—Donna Carpenter LeBaron

I was criticized for maintaining full ownership of the company, but that was the only
way I could keep it simple. If I was only putting myself at risk, I could take bigger risks.
But there was another reason for my decision.
When I was in the Army, my commanding officer had asked me to study how leaders
emerged from random groupings. The surprise was that neither the Army nor I could
tell who would become the leader until the leader emerged.
After that experience, I realized it was useless to create hierarchical structures like
other corporations did. Instead, I wanted a firm with coequal professionals, allowing
any of them to rise to the given occasion.

—Dean LeBaron

Paul Rugo liked to say I was a lousy
partner but an excellent dictator.
—Dean LeBaron

On November 19, 1976, Dean
appeared on the PBS TV show
Wall $treet Week with Louis
Rukeyser—a recognition of his
now-enormous stature in the
investment business.
—Paul Rugo

What I didn’t know—but soon found out—was that
Rukeyser liked to share a joint with his guests after the
show. As Bill Clinton would later say, I did not inhale.
—Dean LeBaron

In 1978, Batterymarch’s 27 employees moved
to new offices in the Federal Reserve Bank
Building, opposite South Station in Boston.
—Donna Carpenter LeBaron

I knew the kind of environment I wanted—open and informal offices. So, as we began our move to the Federal Reserve Bank
Building, I sent for an office designer.
On the back of an envelope, I sketched out how I wanted it to look and handed it to him.
“Mr. LeBaron,” he said, “you’ve never designed an office before, have you?”
“No,” I said.
“What you do,” he said, “is talk to your employees and then incorporate what they want into a plan.”
So, he and his staff came in and spoke to everyone. One person wanted French provincial furniture; another, two windows facing
southwest; someone else, three; and so on.
He came back with a plan that incorporated all of those requests with a massive office for me in the corner and all the computer
systems—the heart of our operation—squeezed into a tiny cubbyhole in the back with no light and no view.
It was awful.
I pulled out my grubby envelope and said, “This is what I want.”
“Well,” he said, “maybe we can do that.” And he did.

—Dean LeBaron

For the most part, I liked the open office, but when I was programming the computer, I needed to concentrate.
With no door to my cubicle, I couldn’t keep others from stopping by and interrupting me.
They meant well, but it was a significant distraction. I decided to wear a hat—actually, it was a nice English motoring cap—
as a signal: if my hat was on, my nonexistent office door was closed. But not everyone took the cue.

Dean solved the problem by giving me a yellow
plastic hard hat with a flashing red light.
—Evan Schulman

For some time, Emily and I
had been growing apart, and
we divorced in 1978. I bought
a houseboat and rented a slip
in Boston Harbor. It was little
more than a life raft.
—Dean LeBaron

Dean was going to pick up the houseboat in Providence and “sail” it back to Boston. He asked if my three children
and I would like to join him.

This ship was no yacht. It was a small
clapboard house sitting on two pontoons.
We boarded her, carrying suntan lotion, bathing suits, and a picnic lunch.
We cast off and sailed to the nearest fuel pump, and some 150 gallons later, we headed for the open waters of the
Atlantic.
Providence Harbor was at the end of an inlet some 30 miles from the sea. As we motored slowly down this cove,
I began to realize that the trip would take some time.
Then, the wind picked up, and we turned east, toward Cape Cod Canal, with the waves getting bigger. The boat did
not ride gently over the whitecaps; it plowed through them. As the wind held steady and strong, seawater crashed
over the pontoons and slapped against the house.
After 10 miles or so of burrowing through the waves, we noticed that our craft seemed to be listing to the left. While
this was consistent with Dean’s political bent, it was unnerving. Not all the water slapping against the sides of the
house was returning to the sea. Dean turned on the bilge pumps.
Time—and my keen ability to suppress truly frightening experiences—prevents me from being sure of the
chronology of events.
Here are several of them:
We were listing because the bilge pump in the left pontoon was blocked. Blake managed to slide his arm through
a small opening to unblock it, but we didn’t know if it could clear enough water to right the craft.
Next, the control panel short-circuited, spewing sparks everywhere, and the fire extinguishers did not work. We
turned off the power—not the engine—and the bilge pumps immediately stopped working, as did the radio.
My daughter, Audrey, was seasick. We managed to dry and cool down the wiring behind the control panel, turn on
the electricity, and get the pumps running for a few minutes as we navigated toward New Bedford Harbor. Never
had progress been so agonizingly slow.
Eventually, we entered the harbor, found the nearest dock, and tied up as securely as humanly possible.

—Evan Schulman

Although I enjoyed living on the houseboat, I was keenly
aware that my family was elsewhere, and I missed them.
—Dean LeBaron

In 1979, Dean read two books that profoundly influenced
his thinking: The Tao of Physics by Fritjof Capra and
The Dancing Wu Li Masters by Gary Zukav.
—Donna Carpenter LeBaron

One evening my husband Walter and I joined Dean for a drink on his houseboat. Walter had left Putnam Investments to start his own business, and friends were offering the usual congratulations. But Dean warned us about the
stresses that came with entrepreneurship.

“There is one thing I want to tell the two of you.This
business you’re going into together might destroy your
marriage.You’ve got to be very, very careful.”
It was the best advice we could have gotten. We would stop in the middle of a big fight and say,
“Remember what Dean said.”
Dean was the only one who had thought to caution us.

—Bobbi Deemer

These books introduced me to quantum mechanics, which
teaches us that there is no way to predict the behavior of a single
particle, only the behavior of a group of particles. I applied this
idea to investing.
For more than 50 years, money managers had built their portfolios particle by particle, meaning stock by stock. I decided instead
to focus on groups of stock that shared similar characteristics—
stocks that paid high dividends, for example, but had low price-toearnings ratios.
- Dean LeBaron

And
it
worked.
Batterymarch outperformed the
stock market year after year.
—Donna Carpenter LeBaron

In June 1979, Blake graduated from Weston High
School and was accepted to Rensselaer Polytechnic
Institute. To celebrate, we rafted down the Colorado
River through the Grand Canyon.
—Dean LeBaron

In the spring of 1980, Dean traveled to the People’s Republic of China
with one of the first US tour groups to visit since October 1949, when
Mao Zedong’s Communist Party had seized control and closed the
country to Westerners.
With Mao at the helm, China once again became a mysterious and
impenetrable land. But Richard Nixon’s visit to China in 1972 and
Mao’s death in 1976 changed that.

—Donna Carpenter LeBaron

The fact that I would be allowed
to travel to China only four years
after Mao died told me that the
country had set its sails to a
different wind. So I went, both
as an investor and as a man
fascinated by all things Chinese.
—Dean LeBaron

In May, about 40 of us boarded the Kun Lun, a boat large enough to accommodate 800. I soon discovered why my
ticket had been so expensive.
The guide opened the door to my room with a flourish, revealing an enormous suite decorated with overstuffed,
oversized furniture, heavy damask draperies, and bulletproof windows.

“The Kun Lun belonged to Chairman Mao!”
the guide gushed.

“You are staying in Chairman Mao’s suite!”
-—Dean LeBaron

In 1980, Westerners were not yet free to travel independently
in China. A trip down the Yangtze River was the closest I was
likely to get to the real country.
The Yangtze is the heart of China. A Chinese saying holds that
if you have not been up the Great River, you have not seen
China.

My first impression was
that, despite China’s
modern industry, it was
still an ancient civilization.
—Dean LeBaron

We boarded the ship in Nanjing.
Buried under a thick blanket of industrial grit and pollution, the city seemed
exhausted. To me, the most apparent sign of China’s industrialization and its Cultural
Revolution was how little of the country’s architectural past remained. Ugly, squat,
unpainted concrete buildings looked like those in any developing Third World country.

—Dean LeBaron

Life on the Yangtze, by contrast, had
barely changed over the centuries.
—Donna Carpenter LeBaron

Three weeks and 180 miles after
the Kun Lun began her journey,
she arrived in Shanghai.
—Donna Carpenter LeBaron

China was eager to show off for tourists,
but it wasn’t ready for them.
—Donna Carpenter LeBaron

The country lacked Western accommodations, so we spent most nights
aboard the boat or at government guesthouses, which were not particularly
clean. In an egalitarian society,

persuading someone to scrub someone
else’s bathroom was difficult.
—Dean LeBaron

China had few interpreters, but each of us was assigned two or three.
Unfortunately, these interpreters were novices, which meant every
conversation took much longer than it should have because each
demanded to participate.

—Dean LeBaron

We also had to get used to seeing people
spit on the floor, both at home and in public.
The reason was that the tea bag had not yet
made its way to China, and tea was served
with a thick layer of leaves floating on top.
People sipped and spit.
—Dean LeBaron

Our boat motored down the river, past tiny farms set chockablock along the river’s banks. I was eager to learn more
about the Chinese.
People of all ages worked, bent over and ankle-deep in green rice paddies, while others scurried along raised paths
carrying huge baskets or parcels wrapped in cloth on either end of bamboo poles stretched across their shoulders.
In their blue Mao jackets, baggy blue trousers, and wide-brimmed hats, men and women were indistinguishable.
They stared at us silently and impassively and did not respond to our friendly waves.
Their behavior was more than just an expression of disdain for gawking tourists. Since the Cultural Revolution,
sensible Chinese peasants were still wary of showing interest in anything outside their village, much less a boat full
of foreigners. In that respect, it was still Mao’s China.

—Dean LeBaron

As the days passed, we grew more discerning. What had seemed picturesque began to
look like poverty. Farm animals were expensive and rare, but the villages teemed with
children. The country’s official one-child policy was difficult to enforce away from the
government’s prying eyes.
We began to see differences in what had previously looked like sameness. A social
hierarchy did exist in China. A pen in the breast pocket of the blue cotton jacket
indicated that the carrier held a higher rank than his peers; a fountain pen denoted
an even higher status.
In fact, we learned that the supposedly egalitarian Chinese were ranked by their
occupations and paid according to their spot on the scale.
We could also determine their rank by their chairs. Those of lesser status made do with
plain wooden seats. The next level up got a cushion; then came an upholstered chair.
Those in the upper echelons enjoyed a leather swivel chair.

—Dean LeBaron

Almost every night, in the cities we docked, the Kun Lun’s operators hosted a political banquet for
local officials.
The dinners had two purposes: one, we got to meet the officials and they got to meet us; and two,
tour-boat operators were able to ingratiate themselves with the bureaucrats who controlled dock
space and fuel along the river.
No one learned much at these gatherings. The Chinese officials were usually shy, and our
conversations followed a familiar pattern: we talked about what we had seen that day,
our itinerary for the next, and our impressions of the boat and the river.

Hardly anyone asked us about
the world outside China.
—Dean LeBaron

Every day, we went ashore into villages and towns.
Sometimes, as we walked along the streets, I would stop
to bounce a small red rubber ball against a wall. Almost
immediately, onlookers—first children and then adults—
joined me in a game of catch, laughing at our mistakes
and cheering at the saves. It was my first unstructured
contact with the Chinese. I always left the ball behind
as a souvenir.
—Dean LeBaron

At one dinner, a minor Chinese bureaucrat asked,

“Tell me, please, who is in charge
of food distribution in your country?”
When I answered,

“no one,”

and explained that distribution was controlled by supply and demand, the man was incredulous.

—Dean LeBaron

My trip to a movie theater showed me that the Chinese—despite their avowed disinterest—
were acutely aware of the outside world.

The film was an allegory

Early one morning, the boat left the Yangtze
and turned south for about 12 miles along
the muddy Huangpu River, which was lined
with docks on both sides. We were
approaching Shanghai.

about the union of China and Taiwan. The story was about a young Taiwanese woman who traveled with
her parents to visit old friends on the mainland.

To make sure I understood the plot, one of my interpreters whispered to me throughout the movie,
describing the feelings of the characters rather than translating the dialogue. The friends on the mainland
had a son, a soldier in the Chinese army. The two young people met, fell in love, and wanted to marry but
could not because she was from Taiwan, which had been tainted by the corrupt West. The leading lady’s
clothes changed every few minutes—sometimes in the same scene. None of her outfits resembled the
plain blue cotton suits worn by ordinary Chinese. Her wardrobe and the Polaroid camera she frequently
used indicated that she was rich.

—Dean LeBaron

A few years earlier, admiring this display of materialism would have been frowned upon, and rooting for
the wrong side in a propaganda piece would have been out of the question. But the young woman
whispering in my ear wasn’t offended by the heroine’s wealth, and she wanted nothing more than to
see the on-screen couple get together.

“She is in love,”
she kept telling me,

“and she feels that the union with the boy will
bring their two families even closer together.”
This poor, plain woman was identifying with a princess in a fairy tale.

—Dean LeBaron

We drove along the Shanghai waterfront—The Bund—and from the windows of
the bus, I could not see the city through the smog. Industrial chimneys jutted like
enormous cigars from both banks, and behind them, silhouetted through the haze, a
jagged skyline appeared. Tankers, cargo boats, and bulk carriers jostled one another
in the harbor while junks with crosshatched sails nudged through the traffic. The odor
was appalling, the stench a stew of sewage and dead fish.

—Dean LeBaron

The bus arrived at the Shanghai International Expo Centre, which had
been built in the ornate architectural style favored by Stalin. Booth
after booth at the trade exposition offered a vast array of Chinese
products.

At a display featuring
woven textiles, a member
of our group asked if he
could buy one of the
samples.
“Buy?” the man responded with a puzzled look on his face. Then, a light
suddenly dawned. Within seconds, he was showing us sample after
sample, extolling the quality, beauty, and value of each.
Thirty years of Communism had not destroyed his instinct for trade.

—Dean LeBaron

What stayed with Dean most
from that China trip was its
people’s eagerness to join the
free-market world. If only the
government would allow it.
—Donna Carpenter LeBaron

If people and policy were in better
harmony, it would make sense to
consider investing in China. But that
would take years, maybe decades,
I thought. Little did I know how
soon I’d be back.
—Dean LeBaron

