How Bloomberg
Got His Billions

by John Hoefle

Mike Bloomberg didn’t get to be a billionaire by being mayor
of New York, although the $150 million or more of his own
money he spent on his two campaigns (2001 and 2005) cer-
tainly helped his political career. Money may not buy every-
thing, but it clearly buys a lot.

Bloomberg became a millionaire while working for Sa-
lomon Brothers from 1966 to 1981. Salomon was one of
the top Wall Street investment banks, and during his 15
years there, Bloomberg became a partner and rose to be-
come head of equity trading and sales. Then Bloomberg, a
bit of a hothead, known for his temper and smashing
phones, managed to get himself banished to the relative Si-
beria of running the bank’s computer systems, where he
drew upon his educational background in electrical engi-
neering.

In 1981, Salomon Brothers was bought by Philipp Broth-
ers, or Phibro, the world’s largest metals trading company,
closely tied to Lazard Freres. Bloomberg opposed the take-
over, and wound up being fired, although he did walk away
with a $10 million payout for his partnership.

Bloomberg took part of that money and his knowledge of
financial computing systems, and, with three former Salo-
mon colleagues, founded Innovative Market Systems, to sell
financial data and analytical tools to Wall Street. Joining him
were Tom Secunda, a mathematician, to handle the data,
Duncan MacMillan to handle the customers, and Chuck
Zegar to write the software to tie it all together. All owned a
piece of the company, with Bloomberg owning the lion’s
share.

The company landed its first customer in 1982, when
Merrill Lynch ordered 20 data terminals and invested $30 mil-
lion for a 30% stake in the company. As part of the deal,
Bloomberg agreed not to sell to any of Merrill’s 14 major
competitors for five years. In the mid-1990s, Bloomberg
bought back a third of Merrill’s stake for $200 million, 20
times what Merrill had originally paid.

From that modest beginning, the company known as
Bloomberg L.P. since 1986, has become a money machine.
A profile by Carol Loomis, in the April 2007 issue of For-
tune, estimated that the company, a private partnership,
made some $1.5 billion in profits before taxes on $4.7 billion
in revenues in 2006. While Bloomberg, the company, has
expanded into radio, television, and web-based financial
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Bloomberg LP
After walking away from Salomon Brothers with a $10 million
payout, Bloomberg founded Bloomberg LP, which developed the
“Bloomberg Terminal” (shown here), which has become the
company'’s cash cow. The proceeds have contributed to the mayor’s
fortune, estimated at $11 billion, which are expected to finance a
potential run for the Presidency.

news, its profitability remains centered around its proprie-
tary data terminals.

The Bloomberg Terminal

The Bloomberg Terminal, as the device is called, pro-
vides access to both real-time and historical information on
about 5 million bonds, equities, commodities, currencies,
and funds, according to the firm. It also provides access to
data on almost every publicly traded company, and biogra-
phies of more than 1 million people. The subscribers to the
service, the company says, include central banks, investment
institutions, commercial banks, government offices and
agencies, law firms, corporations, and news organizations, in
125 countries. Virtually every leading bank, brokerage firm,
insurance company, financial regulator, and corporation is a
subscriber, according to the company’s website. With some
250,000 installations at $1,500 a month each, the Bloomberg
Terminal is a cash cow. (EIR, we should note, does not have
a Bloomberg.)

The rise of Bloomberg’s financial-information business
both benefitted greatly from, and was part of the infrastructure
which permitted, the great shift on Wall Street, from old-style
investment banking into trading. Prior to this shift, investment
banking was a gentlemanly game where upper-class bankers
dealt primarily with upper-class clients, with deals being cut
in the clubs, salons, and boardrooms of the elite. One manipu-
lated, cheated and stole, of course—how else could you make
money?—but it was largely organized around relationships
within the upper class. That began to change with the restruc-
turing of Wall Street, started by Felix Rohatyn in the 1970s,
and continuing with the junk bond operation of Drexel Burn-
ham’s Michael Milken in the 1980s, in which the trading of
securities began to supplant old-style banking as the primary
money-maker on Wall Street. Trading required data, which
Bloomberg and others provided in a symbiotic relationship,
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the traders and the data providers feeding each others’
growth.

Riding this wave made Bloomberg L.P. a wealthy com-
pany, and Michael Bloomberg a rich man. Though he resigned
as chairman of the firm in 2001 to run for mayor of New York
City, Michael Bloomberg still owns 68%, with Merrill Lynch
owning 20%, and the other founding partners the remaining
12%. He is a billionaire many times over, with Forbes esti-
mating his net worth at $11.5 billion, putting him 25th on its
list of richest Americans in 2007.

Since this shift into securitization and trading provided
the mechanism for the growth—and now death—of the larg-
est speculative bubble in history, and Bloomberg played an
important role in this shift, it is fair to characterize Michael
Bloomberg as a creature of the bubble, a part of the parasitic
apparatus which has destroyed the U.S. economy. He is part
of the problem, not the solution, and should not be allowed
anywhere near the Presidency. The only consensus Bloom-
berg represents, is the consensus of the money-lenders.
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