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AVOIDING
RECESSION
DEPRESSION

— JANE CLARKE & CHARLES BARLOW —

As THE FINANCIAL CRISIS DEEPENS
suicide is on the rise. New
York-based broker Rene-Thierry Magon de la
Villehuchet slashed his wrists after losing £1bn
of his clients’ money to Bernard Madoff’s Ponzi
scheme. English financier Kirk Stephenson
threw himself under a train in Taplow, Berks.
Everyone, to some extent, is suffering — feeling
the pinch, or far worse. 2009 will go down as
the year of the depression — personal and
economic. And inevitably, those who have risen
the highest, fastest, feel they have the furthest
to fall. With sometimes desperate
consequences. But are things really as bad as
the commentators say? People and industries do
survive crashes and economic cycles rumble on.
Even suicides during the Great Depression
were exaggerated, says JK Galbraith in his book
on 1929, with the media guilty — as ever — of
whipping up a storm. Some 80 years on, amid
the general malaise, some people are still
getting results. It’s just more difficult. There’s
less money, less predictability, less chance of
hitting the jackpot.

As a business psychology firm, we talk to
many people for whom the outlook seems very
bleak. And hedge fund managers are an
interesting case for two reasons. The firstis
that — during the successful years — most never
stopped to analyse exactly why they did so
well. Like actors, they were almost
superstitious about their craft. As a result, we
have worked with many fund managers whose
performance has gone into decline, but who
don’t have a clue why. So they can’t fathom
how to get things back on track again.

66 HEDGE

PsychologymdECMHLC.indd 66

The second reason why hedge fund

managers are interesting (but not unique) is
that their identity is so bound up with their
performance. One manager told us, “When
your results are good, people respect you. They
listen to you more. And you get into a positive
spiral. But when things start to go wrong, you
get less respect from others and you can see that
they pay less attention to what you're saying.
"This really damages your confidence, which has
a knock-on effect on your performance. So you
get into a vicious circle.”

Another - still relatively successful — said
that the stress was having such an impact on
him that he was unable to participate in
normal activities at home, couldn’t focus
on anything and felt really isolated.

So, what are the things you can do to avoid
getting sucked into a downward spiral? Of
course, it will depend on your own situation,
but here are some things we have seen work:

1. Stop agglomerating. Agglomeration is
where —under stress — unconnected and trivial
issues become part of one immense, complex
and insurmountable problem. You don’t know
where to start. Sit down and dissect the
problem. Prioritise. What are the important
issues and how can you handle each one?

2. Seek input from your team. We’re all
guilty at times of working in isolation and when
things get really bad there’s a risk we’ll shut
others out completely. Intellectually, we might
appreciate we're all in the same boat, but
emotionally it can feel very personal. However,

you have more resources than you realise. You

never tapped them before, but they’re in the
next room. Seek their input — technical or
emotional. One hedge fund has set up ‘action
learning groups’. Initial cynicism has been
eliminated as managers have come to appreciate
the benefits of talking through problems.

3. Set different criteria for judging success
— your own and others. Rather than having a
single measure of success, winning
organisations will have a firm-wide strategy for
the future — covering all aspects of the business
—and will ensure that everyone understands
their role in delivering.

4. Relive your successes. The more success
you've had in the past, the harder things may
seem now, but remember that you were
personally responsible for a thriving business.
Isolate your own role and contribution from
environmental factors. Analyse your strengths.
You have talents that can help you steer your
way through current difficulties.

5. Get a mentor. Whether a colleague, a
friend, or a professional executive coach, having
someone who can give you advice, help you
verbalise your thoughts and organise them in

a rational and logical way is hugely beneficial.

6. Accept help. Back in the glory days, you
may well have played down the contribution of
others. Now you probably underestimate their
willingness to help get you back up there.
Don’t worry about their motivation: there’s
plenty of schadenfreude about, but it doesn’t
pay the bills.

7. Remember that luck swings both ways.
Actions in the market well outside your control
— central bank interventions, for instance —
could start to work in your favour.

8. Get some exercise. Even if it’s only going
for a walk, the lightest exercise still releases
endorphins which are way more effective in
getting you back to your best than alcohol.
Better still if you can exercise outside: fresh
oxygen, new surroundings and, best of all,
sunlight all play their part in restoring sanity
when the pressure’s on.

Remember Sir John Harvey Jones’ law: in
times of change, if it was right for you last year,
it can’t be right for you this year — and it most
certainly won’t be next year. You have to learn
some different tricks. Find a new bit of wall to
bang your head on.

Jane Clarke and Charles Barlow are consultants at
business psychologists, Nicholson McBride.
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