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The Revolution Was Not Televised

Staring at the Sun

he limos are lined up in front

of Goldman Sachs until late

at night. Investment bankers,

money managers, and corporate
lawyers are buying lofts in Soho and
Tribeca, not far from CBGB’s, the birth-
place of that nihilistic form of noise and self-
destruction known as punk rock, epito-
mized by a T-shirt worn by a member of
Richard Hell’s group, Television, that said
simply: “Please kill me.”

Insurance companies are wearing that
same 'T-shirt today, as they compete
beyond reason for business, acquisitions,
and investments. Insurance has become,
in the words of analyst V. J. Dowling, “a
capital trap,” and we're in the “cheating

phase” of the cycle where companies are -

fudging their results. They are praying for
an upturn that, alas, will only come when
capital is depleted and fear abounds.

On the other hand, we haven’t seen so
many insurance-stock bargains since 1994.
Good companies such as W.R. Berkley,
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The soft market: Underwriters rush to insure a burning building.

EMC, NYMagic, and Risk Capital (all of
which we’ve bought) are selling below
book value, as are many others. Although
we've been bearish on the industry for
quite a while (and continue to be so), we
are bullish on cheap stocks of good compa-
nies; they usually provide decent returns to
those who are patient.

No one, however, should get rich off a
mutual insurance company. A mutual is a
non-stock corporation that’s supposed to
be run for the benefit of its policyholders.
When managed properly, a mutual can be
a wonderful institution. If a mutual falls
into the wrong hands—and many have—it
becomes an institution that serves “special
interests”—those of its officers, directors,
and managers.

We began examining the mutual insur-
ance industry closely in 1996 and were dis-
tressed by what we found. While we knew
from our years in the insurance business
that many mutuals didn’t really “walk the
walk,” we were surprised to discover that
many no longer even “talked the talk.”
Across the country a movement was
spreading, and its message was an ugly
one: it’s okay to screw mutual policyhold-
ers because they aren’t really “owners.”
And, because they didn’t understand what
they had, they wouldn’t notice when it
was taken away.

By mid-1997, horrified by the events at
Allied Mutual and by the mutual-insur-
ance-holding-company movement, we
decided we couldn’t be an “observer” any
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