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RebuildingABank
Changed by the 9/11 terrorist attacks, Keefe, Bruyette &
Woods’ John Duffy helped rebuild KBW by following his heart
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F
or a while, KBW CEO John Duffy didn’t know if his

firm would ever go public. It tried twice in the late

1990s, and failed. And then in September 2001, just

when it was about to be sold to BNP Paribas, the World

Trade Center attacks wiped out those plans - and a whole lot

more. The firm lost nearly half of its New York staff, including

Duffy’s 23-year-old son, Christopher, who worked as an 

assistant equity trader on the 89th floor of the South Tower.

But after five years of rebuilding, KBW is back. Under

Duffy, along with top lieutenants Andrew Senchak and

Thomas Michaud, the FIG-specialty boutique has more than

doubled the number of its employees, and grown in business

and in influence. It went public in one of the strongest IPOs

of 2006, raising $143 million with its stock

rising 28% the first day. KBW was also an

underwriter on the most FIG IPOs and 

successfully took public Thomas Weisel

Partners after Goldman Sachs walked away.

On the M&A front, it worked on some of

the most significant US FIG deals, includ-

ing Northfork Bancorp’s $15 billion sale

to Capital One — a deal that Duffy person-

ally worked on.

Duffy “has done a brilliant job taking a firm that faced a

near death experience after 9/11 and re-building it,” says

Brad Hintz, a banking analyst at Sanford Bernstein who

does not cover KBW’s stock. “He never took his eye off the

ball, which was ‘let’s have the company recover and regain

its strength.’”  

Not only had Duffy led KBW through the 9/11 aftermath,

he also charted treacherous waters in the brokerage industry

when trading commissions were shrinking. KBW managed

to stick to its model and succeed by staying focused on its

small- and mid-cap FIG sector, continuing its commitment to

a research-heavy model, and investing in trading technology.

In fact, its trading commissions never fell. The business model

is based on the proposition that if the firm can help clients make

money they will continue to pay for commissions, Duffy says.

Duffy is considered one of the firm’s top FIG analysts.

Michaud, vice chairman, COO, and president of Keefe,

Bruyette & Woods, KBW’s broker-dealer arm, says Duffy

can take a quick look at a balance sheet and income statement

and know the whole story of what is happening at a firm. 

It is not surprising, then, that clients call Duffy directly. “He

would do anything for a client,” says Michaud. 

Unrelenting care and long-term relationships with clients

also helped KBW earn a role in Bank of America’s $36 

billion acquisition of MBNA in 2005. The mandate was

cinched during a phone call from BofA’s head of strategic

planning, Gregory Curl, to Duffy. KBW gave an opinion and

earned a hefty fee in the process.

For all his savvy, Duffy hardly seems like the stereotypical

Wall Street investment banker. He comes across as down-to-
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earth, and puts people at ease with his warmth and direct-

ness. That’s not rare in the closely-knit KBW, where turnover

is close to zero and many employees have worked together for

decades. “A lot of John’s attributes are the attributes of the

firm,” says Michaud. “He is a very smart man, very approach-

able. Anyone can walk into his office and talk to him.”

KBW’s bankers tend to give credit to one another. 

Senchak and Michaud talk about how instrumental Duffy

is, while Duffy deems those two and many others in the firm

as equally invaluable. Indeed, one gets the impression that

Michaud is spot on when he says, “The firm has all the good

kind of ego and none of the bad.” 

Still, as CEO, Duffy had to do some heavy lifting before

the IPO in presenting KBW’s case  to more than 80 investors,

something that his colleagues qualify as revealing. “He was

the best at the table,” says Michaud.

KBW’s IPO owes a small debt of inspiration to the 

successful IPO of Thomas Weisel Partners. In late 2005,

Goldman Sachs, Thomas Weisel Partners’ lead manager, told

its client that market conditions at the time were not favor-

able for an IPO. KBW, a co-manager, felt that conditions

were fine, and became a joint book-running manager with

Thomas Weisel. The February debut was a success, as the

boutique’s shares rose to nearly $20 from $15 and have 

settled recently at around $20. The success of that deal 

rekindled interest at KBW. “When we saw the success of the

deal it really raised the level of discussion about an IPO,”

Duffy says.

KBW went public in November. It reported that in the

first nine months of the year, total revenues rose 32% from

the year before, to $286 million. Its investment banking rev-

enues posted a 30% jump, while its commission revenues

grew 24%. Earnings, meanwhile, showed the biggest pop,

soaring 177% to $28 million. 

“I am more convinced than ever that we have the right 

business model,” Duffy says. By sticking to FIG and staying with-

in the firm’s expertise, he says the bank stays “focused, and

there is no confusion.” Duffy does not rule out acquisitions, but

he notes the bank will only look at the right opportunities.

A Bronx bomber
Duffy grew up in the Bronx. His mother was a waitress

and his father drove the D train. He studied economics at

City College of New York, driving a taxi to earn spending

money, while working part-time at Merrill Lynch. In 1971,

after graduating, he spent six-plus years at Standard & Poor’s,

where he learned the credit rating business. He joined KBW

in 1978, managing a credit rating service called Bank Watch,

which KBW has since sold. Three years later, he moved to the

investment banking group, where he practiced M&A, which

has been his forte to this day. When the group head left in

1990, Duffy replaced him, running the investment-banking

business until 1999.   

In 1998, meanwhile, KBW was planning to go public, but

had to postpone its plans due to the  implosion of hedge fund

Long Term Capital Management and its impact on the 

financial community. In 1999, IPO plans were again derailed

November  2006:           
KBW co-manages the Common Stock IPO of
OneBeacon Insurance Group ($690 million deal) 

October 2006: 
KBW advises Petrie Parkman & Co. on its sale to
Merrill Lynch (transaction amount not disclosed) 

August  2006:  
KBW co-manages the Common Stock IPO of
Security Capital Assurance ($481 million deal) 

June 2006: 
KBW advises Texas Regional Bancshares on its sale
to Spain’s BBVA ($2.2 billion transaction) 

April 2006: 
KBW advises TD Banknorth on its acquisition of
Interchange Financial Services Corp. 
($481 million transaction) 

Notable 2006 KBW Corporate 
Finance Transactions:

Source: IDD Research
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when then-CEO James McDermott was suspected and 

later tried and found guilty of passing insider information to

his mistress, an adult film actress. The fiasco may have set back

the firm’s plans, but it presented Duffy an opportunity. He 

became president and co-CEO. 

In the fall of 2001, employee-owned KBW was close to sell-

ing itself to BNP Paribas. However, the terrorist attacks changed

KBW forever, as the firm lost nearly half of its New York staff,

which was based in the towers. On the morning of Sept. 11,

Duffy was driving to work down the West Side Highway when

he saw a plane hit the north tower. He pulled over in midtown

and called the office but got no answer. When he called home,

his daughter answered and asked: “‘Which tower is the one with

the antennas? That is the tower that just collapsed,’” he re-

calls. Sixty-seven of Duffy’s colleagues, including Christopher

Duffy, co-CEO Joseph Berry and several board members,

perished. Duffy returned to work two weeks later. Senchak,

Michaud and others were taking care of everything. 

Despite the challenges ahead of them, Duffy says there was

never a question that they would rebuild the firm. He quotes

Senchak as saying: “We wanted to do what we knew how to

do, and that is go to work.” Whether rebuilding took two or

three years didn’t matter, he says. “We controlled our own 

destiny. Doing it was therapeutic, almost cathartic,” 

Duffy adds.

In November 2001, KBW moved to the Equitable building

in midtown, and later paid $40 million to the families of those

who perished. The firm has been paying the families’ medical

insurance and has created a charitable trust. It designates cer-

tain trading days when all revenues go to the families. 

Duffy also wrote a book, “Triumph over Tragedy: September

11 and the Rebirth of a Business.” He donates 100% of the 

proceeds. 

Indirectly, the post-9/11 market slump actually helped

KBW rebuild, Duffy says. When Credit Suisse was hand-

ing out pink slips to former Donaldson, Lufkin & Jenrette

traders, KBW hired more than a dozen who now make the

core of its new trading group.

The post-9/11 business is similar to the one before 9/11,

with some additions. Fixed income was enlarged, and FIG cov-

erage has since expanded to encompass the US and in Europe.

New categories including exchanges were also added. KBW

built out its London presence in 2004, when an exodus from

Fox-Pitt, Kelton presented an opportunity to hire a 17-

member team. It now employs 450, double its pre-9/11 levels.  

In his free time, Duffy enjoys golf and deep-sea fishing, and

has financial interests in Brooklyn Cheesecake, Kinder’s, a 

barbecue restaurant chain in California, as well as a rock band,

Random Robbery. Duffy says that the 9/11 experience changed

him. He now appreciates life more and makes decisions faster,

like when he met musicians from a rock band while waiting to

be seated at Bar Americain. They got into a conversation, and

Duffy later agreed to finance them. He made that decision

based on his gut feeling that they were “good people.” 

Avital Lauria Hahn
avital.hahn@sourcemedia.com

©2007 SourceMedia Inc. and Investment Dealers’ Digest. All rights reserved. SourceMedia, One State Street Plaza, New York, N.Y. 10004 (800) 367-3989



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


