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Introduction 
I have worked with hundreds of attorneys as an expert witness in securities litigations. I have also 
worked with attorneys managing their assets, including attorneys from AmLaw 20 firms, regional 
firms, and small boutiques.

Despite their different practice areas, firms, and locations, one thing is consistent: they collectively 
face a number of common risks that arise from being attorneys. In this case study I use the 
framework of Company Town Risk™ to unpack these exposures and to show how they can be 
reduced across an attorney’s Total Wealth.

De-Risking Balance Sheets
Private wealth management should start with de-risking the client’s entire balance sheet. In my 
experience, most advisors give cursory attention to the full balance sheet and instead focus on just 
one piece of it – the financial assets.

This is a serious mistake.

Bantam’s approach begins with an overview of what I call Total Wealth, and includes the client’s 
entire balance sheet as well as their future cash flows. This philosophy reveals hidden risks that 
would not otherwise be apparent.

The presence of these risks has profound implications for an attorney and her finances. Indeed, 
when these risks are unearthed, they suggest previously un-contemplated but suddenly obvious 
investment allocations and financial strategies.

Throughout this analysis, I will use a representative attorney who is an AmLaw 100 firm partner, 
working and living in Manhattan with a practice focused on corporate transactions in the healthcare 
sector. However, the issues highlighted apply equally to litigators, lawyers at boutique firms, and 
plaintiff’s attorneys located anywhere in the country.

Total Wealth
All individuals have four primary types of wealth. These different types of wealth have been well 
documented in the economic literature and can be referred to collectively as “Total Wealth”.

Total Wealth can be divided into four categories:

 > Human capital: all the knowledge, skills, training, experience, and social contacts that make 
up what and who an individual knows. (This can be estimated as the present value of all 
future earnings.);

 > Real estate;

 > Pensions and other non-wage cash flows; and,

 > Financial assets.

Despite being well known and studied in economics, Total Wealth is frequently ignored by financial 
advisors, who tend to focus on financial assets. This myopia can lead to disastrous results when an 
investor’s Total Wealth is exposed to one company, industry, or country.

I will examine the risk exposures across an attorney’s Total Wealth. For Manhattan AmLaw 
100 partners, these risks can be pronounced. Furthermore, they can be exacerbated by 
opportunities to co-invest with firm clients in direct investments. While these deals are frequently 
offered at generous terms and are looked at as a perk of working at the firm, they can become 
self-inflicted wounds.

These common exposures lead to what I call Company Town Risk™.
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The Company Town
For much of the 20th Century, you could find “company towns” all across America. These 
communities typically existed because of one local company that employed virtually everyone in 
the community and owned almost all the stores and housing.

In such cases, individuals working for the company had virtually all their Total Wealth directly or 
indirectly exposed to the company. Their income came from a company job, and their human 
capital consisted primarily of skills the company needed and had trained them for. Their pension 
was funded by the company, and their house was owned by the company.

These company towns could be exploitive or utopian. As Hardy Green writes in The Company Town:1

A company town seems necessarily to be a place where one business exerts a 
Big Brother-like grip over the population – controlling or even taking the place of 
government, collecting rents on company-owned housing, dictating buying habits 
(possibly at the company store), even administering where people worship and how 
they may spend their leisure time…

But another model regularly shows up in the United States, recurring across 
the decades: ideal communities backed by companies that promise to share 
their bounty with workers and their families. These utopian towns were and 
are characterized by modern public buildings, libraries and facilities for leisure, 
education, and cultural enrichment, and comfortable dwellings for managers 
and workers.

Irrespective of whether the company town was evil or good, if anything happened to the company, 
the workers and residents could have their Total Wealth decimated overnight. 

Historically, such decimation was not uncommon. A train trip from New York City up the Hudson 
River to Albany is at once bucolic and a testament to the gales of creative destruction. Dozens of 
once thriving mills and factories mark the path northward. These former enterprises supported 
vibrant company towns, but they, and the communities they spawned, are gone. All that remains are 
the husks of the old factories, slowly falling in on themselves.

More recently, over the past 16 years I have been involved in securities litigations where investors 
with high Company Town Risk™ exposures were essentially wiped out when those risks were 
realized. Those cases involved employees of Kodak, living in Rochester, NY, and, more recently, 
residents of Puerto Rico.

Photo: The Bannerman Arsenal on the Hudson River from urbanghostsmedia.com

2    www.bant.am De-Risking Attorney Balance Sheets

http://urbanghostsmedia.com
http://www.bant.am


 www.bant.am 3

While old mills on the Hudson River may seem anachronistic, the modern economic landscape is 
replete with company towns. Some of these towns are still tied to one company, but more common 
is a larger version, tied to one industry or geographic area. Some obvious examples include:

 > Detroit and the automobile industry;

 > San Francisco and the technology industry; and,

 > New York and the finance industry.

As we will see, being significantly exposed to even one Company Town Risk® can be hazardous to 
your wealth.

Company Town Risk™ for Attorneys
Without doubt, working for an AmLaw 100 firm while living in Manhattan is a high-tech version of an 
old mill town. The accoutrements may glitter more, but the risks are the same. This has only been 
proven by the COVID-19 pandemic and subsequent shuttering of much of Manhattan.

To see how this works I make the following assumptions about the Total Wealth of our 
representative attorney:

 > Human Capital: $19.2M, which is the present value of her $2M/year after-tax compensation 
for the next 10 years, discounted at 0.77 percent (the yield on the 10-year US Treasury bond);

 > Pensions: $5M, comprised of defined benefit and deferred compensation plans at the firm;

 > Real Estate: $5M, the equity value of a $4M Manhattan apartment and a $1M Connecticut 
second home; and,

 > Financial: $10M in liquid investments, allocated 50/50 between stocks and municipal bonds. 
The stocks are in broadly diversified mutual funds and one private equity fund focused on 
carveouts from large cap healthcare companies. The municipal bonds are invested evenly 
between New York State and New York City issuers.

As previously mentioned, most financial advisors would look at our attorney’s balance sheet and 
liquidity position and conclude that she is in a strong position and well diversified.

That would be naïve. 

While our attorney has certainly had success accumulating real wealth, she faces a number of 
insidious Company Town Risks™ which include:

 > Capital Markets;

 > Firm;

 > Healthcare Sector; and,

 > Manhattan.

As I will show, these risks exposures overlap across her Total Wealth.

I will first unpack these risk exposures by Company Town Risk™ type (listed across the top row) and 
then by Total Wealth asset class (listed down the first column).
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Company Town Risk™ Across Assets
U.S. Capital Markets
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN

Human Capital $19.2 $19.2 $19.2 

Pensions $5.0 $5.0 

Real Estate $4.0 $4.0 

Financial $5.0 $0.7 $2.5 

Company Town Risk™ $33.2 $24.2 $19.9 $6.5 

Almost all of our attorney’s assets are exposed to U.S. capital markets risk. Her human capital is 
heavily exposed to the strength of the financial markets. The firm is similarly exposed, as most of 
its business is transactional. Thus, this risk extends to her firm pension. Most of her real estate is 
exposed from her apartment, and her equities are directly exposed.

When the markets experience a large disruption, every asset she owns will experience some 
negative price movement and/or increase in risk.

Firm
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN

Human Capital $19.2 $19.2 $19.2 

Pensions $5.0 $5.0 

Real Estate $4.0 $4.0 

Financial $5.0 $0.7 $2.5 

Company Town Risk™ $33.2 $24.2 $19.9 $6.5 

There is a large and direct exposure to the firm through human capital and the pension.

If something were to happen to the firm, she would take a significant hit to her human capital and, 
potentially, her pension.

Healthcare Sector
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN

Human Capital $19.2 $19.2 $19.2 

Pensions $5.0 $5.0 

Real Estate $4.0 $4.0 

Financial $5.0 $0.7 $2.5 

Company Town Risk™ $33.2 $24.2 $19.9 $6.5 

Our attorney specializes in healthcare sector M&A and is thus directly exposed to any events that 
affect the sector. She is also exposed through the healthcare sector equities she owns in her portfolio.

While the health care sector has been strong, political dynamics could upend the entire space, 
putting her earnings power at risk.
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Manhattan
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN

Human Capital $19.2 $19.2 $19.2 

Pensions $5.0 $5.0 

Real Estate $4.0 $4.0 

Financial $5.0 $0.7 $2.5 

Company Town Risk™ $33.2 $24.2 $19.9 $6.5 

Two direct exposures exist for Manhattan — one from the apartment our attorney lives in, and the 
other from the New York City municipal bonds she owns. Her firm is also exposed to Manhattan 
because that’s were almost all of its employees work. 

If a large disruption hit Manhattan, it would be negative for her and the firm.

Asset Exposure Across Company Town Risk™ Factors 
Human Capital
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN ASSET RISK

Human Capital $19.2 $19.2 $19.2 $57.6 

Pensions $5.0 $5.0 $10.0 

Real Estate $4.0 $4.0 $8.0 

Financial $5.0 $0.7 $2.5 $8.2 

Company Town Risk™ $33.2 $24.2 $19.9 $6.5 

For our attorney, the largest component of her Total Wealth is human capital. This is true for most 
AmLaw 100 partners until they get to around five years of retirement. Our attorney’s income is 
highly exposed to the U.S. capital markets in general, the healthcare sector in particular, and is 
earned at one firm.

Furthermore, if there were a large, disruptive event in the healthcare space, such as the 
implementation of a single-payer U.S. health insurance program, the transactional work might shift 
to the bankruptcy group. In such a scenario, the M&A work could spike and then die out.

Of course, the M&A skills from one sector are generally transferable to other sectors, but those 
other sectors are already well served by entrenched specialists. Our attorney has a lifetime of 
industry contacts and highly specialized knowledge that could be lost. Her general legal skills are 
not worth as much without 25 years of contacts and industry knowledge behind them.

Pensions
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN ASSET RISK

Human Capital $19.2 $19.2 $19.2 $57.6 

Pensions $5.0 $5.0 $10.0 

Real Estate $4.0 $4.0 $8.0 

Financial $5.0 $0.7 $2.5 $8.2 

Company Town Risk™ $33.2 $24.2 $19.9 $6.5 

The firm provides our attorney a defined benefit pension plan that comprises her retirement assets.

These cash flows are tied to the health of the firm. They are currently fully funded; however, there 
remains some risk exposure to the firm as the legal services industry is facing unprecedented 
changes. I have written about these risks on the Bantam Blog.2 
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Real Estate
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN ASSET RISK

Human Capital $19.2 $19.2 $19.2 $57.6 

Pensions $5.0 $5.0 $10.0 

Real Estate $4.0 $4.0 $8.0 

Financial $5.0 $0.7 $2.5 $8.2 

Company Town Risk™ $33.2 $24.2 $19.9 $6.5 

Our attorney has an apartment in Manhattan worth $4 million and a country house in Connecticut 
worth $1 million. Both are owned without a mortgage.

The New York City apartment value is correlated to the capital markets. It is also exposed to all the 
risks of Manhattan, as the COVID-19 pandemic has revealed with declining prices and declining 
sales.3 Before the pandemic, Hurricane Sandy caused approximately $10.4B in damage to New 
York City infrastructure4 and approximately $50.5B in total damage to New York City, Long Island, 
and New Jersey.5 It was a Category 1 hurricane, the least powerful on the five-point scale. If a more 
powerful hurricane were to hit Manhattan, the damage would be much higher and the impact could 
be felt at the firm as well.

If Manhattan were to experience a more prolonged interruption in basic services such as power, 
water, transportation, and telephony/internet, it would have a significant effect on the value of the 
apartment, as well as the functioning of the firm. Indeed, the firm might be forced to relocate to a 
contingent office outside of Manhattan, at great expense and business interruption.

Another risk is that of cybersecurity. In 2018 Atlanta was subject to a cyberattack that crippled the 
city government’s ability to function. This attack lasted at least five days and required the use of 
handwritten notes, physically delivered, to continue government functions.6 This attack took the 
Atlanta government back to 1970s-era technology. If New York City were to be hit by such an attack, 
the consequences could be more significant and directly related to the capital markets. To put this 
in perspective, in 1980, New York City tax revenue was $7B; in 2016, it was $54B.7 

Financial Assets
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN ASSET RISK

Human Capital $19.2 $19.2 $19.2 $57.6 

Pensions $5.0 $5.0 $10.0 

Real Estate $4.0 $4.0 $8.0 

Financial $5.0 $0.7 $2.5 $8.2 

Company Town Risk™ $33.2 $24.2 $19.9 $6.5 

Our attorney’s liquid assets are moderately invested with a 50/50 allocation between broadly 
diversified blue-chip stocks and high-quality municipal bonds. The municipal bonds are all New 
York bonds, split equally between city and state issuers.

She also has an investment in a private equity fund from a firm she represents. The fund is focused 
on spinoffs of smaller divisions from large pharmaceutical companies. The fund is in its third year 
with $500,000 invested and another $500,000 in capital commitments due, most likely over the 
next two years.

The public equities are essentially in the S&P 500, which has an approximate 14 percent weighting 
in the healthcare sector. This exposure equates to about seven percent of her financial assets, or 
roughly $700,000.

If the U.S. healthcare sector were to be significantly disrupted, our attorney’s private equity fund 
and healthcare stocks would almost certainly decline in the short run and possibly on a permanent 
basis. While taken in isolation, these would be survivable. However, this scenario could coincide 
with our attorney losing her job. That would greatly reduce her human capital at exactly the time 
when she needed her financial assets to be non-correlated.
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The municipal bond portfolio is 50 percent invested in New York City-issued bonds. If a significant 
adverse event were to befall Manhattan, these bonds would decline in value and the city (and 
related bond issuers) would likely face credit downgrades. At the same time, her apartment would 
likely decline in value as well.

This analysis of Total Wealth shows how our representative attorney’s assets are replete with 
Company Town Risks® that are not obvious from a traditional financial asset focus.

Reducing Company Town Risk™
I have found that almost all attorneys are heavily exposed to Company Town Risks™ irrespective of 
the type of law they practice, their firm, or geographic location.

Many Company Town Risks cannot be eliminated; however, some can be reduced. Here I will 
explore how our representative AmLaw 100 partner could reduce her exposures using methods that 
are available to most investors.

The key to eliminating Company Town Risks™ (and the most practical path) is to treat an investor’s 
financial assets as a completion portfolio. This means the assessment of Company Town Risks™ is 
done first and the allocation of financial investments is done last. This method allows the financial 
assets, which are the easiest to adjust, to be invested away from the risks that are impractical to 
adjust and/or non-diversifiable.

Human Capital

Human capital is typically the most difficult to diversify, especially as an investor becomes older. 
Efforts to diversify human capital tend to have high costs, such as reducing the time available to 
work in order to re-tool, which reduces the present value of the individual’s existing human capital. 
In addition, as an investor becomes older, their number of working years is necessarily reduced.

Pension

Our attorney could take an in-service distribution from the firm, provided the firm’s plan allows for 
it and she is at the “normal retirement age,” both of which will vary by firm. The trend appears to be 
for earlier mandatory retirements of AmLaw 100 partners, so this is possible at earlier ages.

For the purposes of my example, I am assuming our representative partner can take an in-service 
distribution for the full amount of her pension’s cash value.

Real Estate

Most people are unwilling to move merely to diversify their real estate exposures. Additionally, those 
exposures would most likely exist to some degree wherever our lawyer lived because her house 
would likely have to be within commuting distance of Manhattan. Home prices in Westchester and 
other areas within easy commute of Manhattan are highly correlated to those in New York City. This 
makes real estate a Company Town Risk™ that is hard to diversify.

In the post-COVID-19 world, remote work has become the norm. However, this has led to increased 
time at the second home, not a sale of the primary residence. At least not yet.

Financial

The financial assets are the easiest to adjust and diversify away from the other exposures. As 
we will see, our attorney could significantly reduce her risk with some simple changes to her 
investment allocations.

First, the equity allocation could be skewed towards international securities, which will diversify 
our attorney away from the U.S. capital markets. However, if international markets are out of favor, 
domestic markets could be used as long as the exposure to the health care sector was eliminated. 
This can be easily accomplished with the use of sector ETFs in place of broad-based indicies such 
as the S&P 500.
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Second, with the human capital exposure to the healthcare industry and the additional private 
equity fund investment, there should be no other investments in healthcare stocks or bonds, or 
healthcare-focused private equity funds.

Third, the New York City bonds should be reallocated to a diversified portfolio of high-quality 
national municipal bonds. While this would slightly reduce their tax-efficiency, it would significantly 
reduce the Manhattan risk exposure, which is critical. This is an easy flipping of asymmetric risks 
from the existing low upside, high downside exposure, to a low downside, higher upside exposure. 

Many of the New York State bonds will be highly correlated to the fate of New York City. While they 
are a secondary priority, they could also be reallocated nationally. This could be accomplished 
without any adverse tax consequences by letting the New York State bonds roll off as they are 
called or mature, and diversifying the proceeds nationally.

Table 2: Company Town Risk® Comparison8 

Traditional Financially Diversified Portfolio
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN ASSET RISK

Human Capital $19.2 $19.2 $19.2 $57.6 

Pensions $5.0 $5.0 $10.0 

Real Estate $4.0 $4.0 $8.0 

Financial $5.0 $0.7 $2.5 $8.2 

Company Town Risk™ $33.2 $24.2 $19.9 $6.5 

Total Wealth Diversified Portfolio
ASSET\C.T. RISK U.S. CAPITAL MARKETS FIRM HEALTHCARE SECTOR MANHATTAN ASSET RISK

Human Capital $19.2 $19.2 $19.2 $57.6 

Pensions —

Real Estate $4.0 $4.0 $8.0 

Financial $1.0 $8.2 

Company Town Risk™ $24.2 $19.2 $19.2 $4.0 

Difference ($M) ($9.0) ($5.0) ($0.7) ($2.5)

Difference (%) -27.0% -21.0% -4.0% -38.0%

As can be seen, these portfolios are significantly different in their exposures to the individual 
Company Town Risks™. In the case of the Total Wealth Diversified Portfolio, our attorney has 
significantly reduced her exposure to U.S. capital markets, firm, and Manhattan risks.

Should a negative event affect the U.S. capital markets, the firm, or Manhattan, or all three, her 
financial assets have been diversified away from them and should be less affected, while her 
human capital and firm exposures could simultaneously experience significant distress.

Conclusion
By looking at our attorney’s balance sheet from a Total Wealth perspective, her large Company 
Town Risks™ become obvious and can be addressed proactively. These exposures would not 
be obvious from a traditional financial asset perspective. Applying the Total Wealth approach to 
address Company Town Risks™ often leads to surprising and counterintuitive recommendations 
which can help significantly de-risk an attorney’s portfolio without compromising returns.
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Contact
For further information, please contact:

Jack Duval | CEO 
Bantam Inc. 
845.605.1007 
jack@bant.am

Note:  Nothing in this case study should be considered individual investment advice.  
If you need investment advice, please contact Bantam CEO Jack Duval.
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