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At the Q Group on April 15, 2019 the Yale professor William 
N. Goetzmann presented a paper, “How Alternative are 
Private Markets?” which revealed the side of Professor 
Goetzmann that is concerned with mainstream financial 
research.1 However, as his introducer, Andrew Ang, said, 
Goetzmann is also a prolific author, a filmmaker, an expert 
on the art of the Wild West in the United States and of the 
Viking period in Scandinavia, the ancient history of stock 
markets, the original tulip bubble in the Netherlands, and 
neglected corners of the investment markets such as art and 
real estate.  
 
All that and he also wrote, with Roger Ibbotson, a volume of 
collected works on The Equity Risk Premium: Essays and 
Explorations, to which I contributed. 

 
Will Goetzmann is the Renaissance man of the financial world. 
 
Since I don’t really care how “alternative” private markets are, I’m going to focus on 
Will’s most recent book, a kind of capstone work capturing many (but far from all) 
aspects of his career, called Money Changes Everything: How Finance Made 
Civilization Possible. 
 
Since he mentioned writing on “financing civilization” close to a quarter century ago, 
I’m guessing this book is the outcome of that aspiration. 
 
I’ll then discuss some of Goetzmann’s other works, including one that has nothing to do 
with finance. 
 
THE OLDEST STOCK IN THE WORLD? 
How old is the stock market? More generally, for how long has it been possible for 
individuals or groups of individuals to form joint-stock companies and seek equity 
financing, with the capital providers able to sell their shares somewhere (“on the open 
market” — it does not have to be a formal exchange) so they are not locked into the 
deal forever? 
 
Until my work with Roger Ibbotson and Gary Brinson in the 1980s it was generally 
thought that the Dutch East India Company, founded in the 1600s, was the first joint-                                                        
1 The Q Group (Institute for Quantitative Research in Finance, http://www.q-group.org) is a discussion and 
conference group for senior investment managers, enabling them to interact with the leading academics in 
the field. It meets twice yearly. Seven Nobel Prize winners (one of them deceased) are affiliated with it.  
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stock company. But we found a company, a water mill at Bazacle, near Toulouse, 
France, that had been continuously traded since 1372!2  
 
Will Goetzmann could not, of course, leave well enough alone. He traveled to Bazacle, 
visited the mill (it is still there), and inspected the medieval incorporation documents 
and shareholder records, some of which are shown in Exhibit 1. He and two co-authors 
found a treasure trove of information about the evolution of the corporation: 
 

Shareholding companies that began in the 11th century formally incorporated 
themselves into two large-scale, widely held firms by 1373. In the years that 
followed they experienced the economic challenges and conflicts we now 
recognize as inherent in the separation of ownership and 
control....[T]heToulouse firms developed institutional solutions including 
tradable shares, limited liability, governing boards, cash payout policies, 
external audits, shareholder meetings, and mechanisms for re-capitalization.3  

 
“The Toulouse firms,” Goetzmann and his co-authors write, “shed light on the 
necessary and sufficient conditions for the development of the corporate form.”  
 
EXHIBIT 1 
A REGISTER OF PARIERS (SHAREHOLDERS) OF THE SOCIÉTÉ DES MOULINS DE 
BAZACLE FROM 15304 

                                                         
2 Ibbotson and Brinson, drawing on my unpublished research, dated the first trading of Bazacle water mill 
shares to the 1100s but later work showed that ownership of the Société des Moulins de Bazacle was 
formally divided into shares between 1369 and 1372. The company was nationalized in 1946 and is now 
part of Électricité de France. See Ibbotson, Roger G., and Gary P. Brinson. 1993. Global Investing. New 
York: McGraw-Hill. 

3 Le Bris, David, William N. Goetzmann, and Sebastien Pouget. 2015. “The Development of Corporate 
Governance in Toulouse: 1372-1946.” NBER Working Paper No. w21335 (July). Available at SSRN: 
https://ssrn.com/abstract=2629940. Quote from the abstract. 

4 Source: Nisen, Max. 2014. “The fascinating 600-year history of a French mill, the world’s oldest 
shareholding company.” Quartz (June 16), https://qz.com/219270/bazacle/ 
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Goetzmann and his co-authors also used the price and dividend history of almost 600 
years of Bazacle mill shares to test modern asset pricing models! They write, 
 

We find a real average dividend yield of 5% per annum and no long-term price 
growth. Stationary dividends and stock prices enable us to directly study how 
prices relate to expected cash flows, without relying on rates of return.... 
[V]ariations in expected future dividends explain between one-sixth and one-
third of variations in prices.5 

 
Money Changes Everything contains the short version of these stories, along with the 
fact that ice floes almost destroyed the mill in 1709. Toulouse is in the far south of 
France, close to the Spanish border and the Mediterranean. There really was a Little Ice 
Age!  
 
I went into this level of detail on Bazacle because of my own interest in that particular 
company. Such detail, however, is typical of Goetzmann’s treatment of every place and 
period in financial history that he investigated.  
 
THE ROMAN STOCK EXCHANGE 
As Goetzmann shows, the story of corporations, shared profits, and liquid securities 
goes back farther than medieval France. Much farther.  
 
Goetzmann finds, in plain sight, evidence of financial technologies – loans, bonds, 
equities, options – going back about as far as recorded history goes: “By 3000 BCE, 
the ancient cities of the Near East had developed the fundamental tools of 
finance...[including] intertemporal contracts.” The court records of classical Athens 
include disputes resolved using discount bond math. Perhaps the most compelling 
discovery regarding equities is that of the Roman stock exchange, depicted below: 

 
EXHIBIT 2 
TEMPLE OF CASTOR AND POLLUX, ROMAN FORUM 

 
Source: https://www.planetware.com/rome/roman-forum-i-la-rfr.htm                                                         

5 Le Bris, David, William N. Goetzmann, and Sebastien Pouget. 2014. “Testing Asset Pricing Theory on Six 
Hundred Years of Stock Returns: Prices and Dividends for the Bazacle Company from 1372 to 1946.” NBER 
Working Paper No. w20199 (posted June 11). Available at SSRN: 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2448904. Quote is from the abstract. 



4

A stock exchange? Really? The picture shows what’s left of the Temple of Castor and 
Pollux, an homage to gods, a religious institution. But Goetzmann writes, “At the steps 
of the temple, contracts were auctioned for Roman companies called societas 
publicanorum. Shares in these firms were also traded here, making this the earliest 
stock market... [O]ddly enough, [the temple columns look] not unlike the façade of the 
New York Stock Exchange...”6 And, in 59 BCE, Cicero accused a protégé of Julius 
Caesar of “manipulat[ing] share prices for profit — a tantalizing reference to early 
securities market fraud.”7 

THE OLDEST BOND IN THE WORLD 
The ideas of compound interest and the time value of money are even older. The 
breeding habits of cattle provided the impetus for charging or receiving compound 
interest, the most basic concept in finance. “If you lend someone a herd of thirty cattle 
for one year, you expect to be repaid with more than thirty cattle. The herd multiplies 
— the herder’s wealth has a natural rate of increase equal to the rate of reproduction of 
the livestock.”8 

Thus compound interest could be expected to appear on a wide variety of transactions, 
because competition will force other loans unrelated to cattle to bear fruit (another 
agricultural metaphor) at roughly the same rate. It is one more mental step to discount 
math and present value. Compound interest was used by the Sumerians, beginning 
something like 5000 years ago. Some of the words we use for money also refer back to 
cattle, such as “pecuniary,” from Latin pecus (flock).  

No one knows how old the oldest actual bond in the world is. But we do know that 
money lent at interest is about as old as civilization itself. “[T]he financial architecture of 
the ancient Near East [included] loan tablets, mortgage tablets, leases, letters of credit, 
and [a] whole range of financial documents that sprung forth during Old Babylonian 
times,”9 almost 4000 years ago in the age of Hammurabi, the lawgiver. These 
instruments certainly sound like bonds. 

Let’s now skip ahead to the dawn of the modern age, in northwestern Europe just 
before the Industrial Revolution. 

THE GREAT MIRROR OF FOLLY 
Money Changes Everything is the kind of history book in which basically all of the 
action takes place before modern times. By page 363 (out of 584) we are only up to the 
South Sea Bubble of 1720, which produced, among other things, the Dutch book that 
lampooned the bubble and its participants, Het Groote Tafereel Der Dwaasheid.10 

6 Money Changes Everything, pp. 104, 127 

7 p. 124, drawing on Malmendier, Ulrike. 2005. “Roman Shares,” in William N. Goetzmann and K. Geert 
Rouwenhorst, eds., The Origins of Value: The Financial Institutions that Created Modern Capital Markets. 
Oxford, UK: Oxford University Press, p. 38. 

8 p. 44. 

9 p. 48. 

10 The tulip bubble was substantially earlier, around 1637. 
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(Dutch is a wonderfully mysterious language, looking like a mashup of German, English, 
and Martian.)  
 
The title means “The Great Mirror of Folly,” and was the subject of another of 
Goetzmann’s books. Co-authored with several other scholars, his book is also called 
The Great Mirror of Folly with the added subtitle, “Finance, Culture, and the Crash of 
1720.”11 The crash of 1720 involved not only the South Sea Company, which was 
organized to trade in slaves, but also many other ventures. (The South Sea referred to 
in the company’s name is the South Atlantic where much of the slave trade occurred, 
not the South Pacific.) The 1720 crash was probably the first highly correlated market 
decline. 
 
EXHIBIT 3 
DETAIL FROM HET GROOTE TAFEREEL DER DWAASHEID: A PRACTITIONER OF 
WINDHANDEL (TRADE IN THIN AIR)12 

 
 
If this luftmensch reminds you of the Wolf of Wall Street, Bernie Madoff, and Charles 
Ponzi all wrapped into one, you’re not alone. Big money attracts big trouble, and 
scams and harebrained schemes are hardly new. With three centuries’ distance, they 
can be pretty funny. 
 
                                                         
11 Goetzmann, William N., Catherine Labio, K. Geert Rouwenhorst, and Timothy G. Young, editors. 2013. 
The Great Mirror of Folly: Finance, Culture, and the Crash of 1720. New Haven, CT: Yale University Press.  

12 Source: https://www.donaldheald.com/pages/books/20771/john-law/the-great-mirror-of-folly-het-
groote-tafereel-der-dwaashied-vertoonende-de-opkomst-voortgang-en  
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FINANCING CIVILIZATION 
I’ve given you a taste of the erudition and fun that permeates Money Changes 
Everything. But I’m not going to summarize or review the whole book because (1) you 
can and should buy it, (2) it is 584 pages long, and (3) this essay cannot be that long or 
my publisher will not print it. It suffices to say that finance did indeed make civilization 
possible, in the sense that much of what we call “civilization” consists of large numbers 
of people cooperating to achieve things that one individual or small group could never 
possibly achieve. Such accomplishments — building a ship, organizing a large farming 
operation with complex division of labor, transporting goods safely over thousands of 
miles — take massive coordination, often over long periods of time and sometimes by 
people who will never meet and who may not speak the same language.  
 
Those are the conditions in which finance, the branch of economics that deals with time 
and uncertainty, must be called into play. Money — and, in particular, the ability to 
combine different people’s assets to form large pools of risk capital and the technology 
for making and enforcing commitments over long time spans — does indeed change 
everything. 
 
WHY DOES FINANCIAL HISTORY MATTER? 
So why did Will Goetzmann study this arcane history so carefully, and why do I think 
you should buy the book? Why does it matter whether the ancients, either our own 
ancestors or in faraway lands, had financial technology?  
 
The reason is that the existence of such institutions spread across time and around the 
globe supports the idea, expressed by scholars and thinkers throughout the ages and 
emphasized in my forthcoming book, Fewer, Richer, Greener,13 that the business 
instinct is universal. Faced by the challenge of organizing large undertakings or even 
just earning enough to support one’s family, people start businesses. And businesses 
larger than a sole proprietorship require mechanisms for incentivizing people to work 
hard for the benefit of the organization.  
 
The most powerful incentive is the promise of sharing in profits. And generating profits 
is hard. Simply paying people a wage or salary does not motivate them to do more 
than the minimum required, because they know the fruits of their extra labor will go to 
the business owner. This why partnerships, joint ventures, and corporations are so 
universal and important.  
 
This logic applies in the same way everywhere and at all times in history. Under systems 
such as communism, the pursuit of private profit as an incentive to create value has 
been discouraged or forbidden. It tends to pop up anyway, out of sight of the 
authorities. But when and where the profit system has been encouraged, wealth and 
incomes have increased spectacularly. It is the only workable means of substantial 
wealth creation that we know of. 
 

                                                        
13 Forthcoming from John Wiley & Sons in late 2019. Please see http://www.fewerrichergreener.com for 
information and sample chapters.  
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This fact suggests that what we call capitalism — as the investment manager and 
author Mark Kritzman defined it, “the idea that if you produce a resource, it’s yours to 
do what you want with it” — is the natural condition of mankind, the system of no 
system, what you get if you do nothing. And capitalism requires finance, the 
technology that collects resources (savings) from many different people and channels 
them into their best or most productive use. 
 
Financial history also matters because of the lessons it provides for our own time. 
Bubbles, crashes, frauds, and shattered dreams have marred the shiny edifice of 
financial technology and institutions since the beginning of recorded time. By learning 
about them we may be able to avoid or mitigate future disasters. But you knew that.  
 
SURVIVORSHIP BIAS AND LONG-RUN RATES OF RETURN 
One of Will Goetzmann’s major contributions to investment finance is his careful study 
(with co-authors) of the role of survivorship bias in interpreting the long-run rates of 
return of capital markets. The basic idea is best understood at the country level. Unless 
we try very hard to correct the error, we only observe returns in countries whose 
markets have survived continuously to the present. This overstates the return that 
investors actually experienced. 
 
Consider an investor in 1900, contemplating investing in the major markets of the 
world. The U.S., U.K., Canada, Switzerland, and a handful of other markets had no 
interruptions and the investments would have survived to the present, providing large 
profits. However, investments in Russia were worthless after the 1917 revolution, 
Chinese securities were worthless after the 1949 takeover by the Communists, and 
Japanese and German markets were interrupted by, respectively, one and two world 
wars. While China and Russia now have thriving markets, one would have had to inject 
new capital (from the labor market) in recent years to participate in these markets’ 
current, if sometimes wobbly, success.  
 
GLOBAL STOCK MARKETS IN THE TWENTIETH CENTURY 
The theme of survival bias appears in many of Goetzmann’s articles, most notably his 
paper with Philippe Jorion, “Global Stock Markets in the Twentieth Century.”14 The 
authors write,  
 

Long-term estimates of expected return on equities are typically derived from 
U.S. data only... [T]hese estimates are subject to survivorship, as the United 
States is arguably the most successful capitalist system in the world. We collect 
a database of capital appreciation index for 39 markets going back into the 
1920s. Over 1921 to 1996, U.S. equities had the highest real return of all 
countries, at 4.3%, versus a median of 0.8% for other countries. The high equity 
premium obtained for U.S. equities there appears to be the exception rather 
than the rule. 

 
If that is the case, then we’d better lower our expectations for future equity returns, 
because we don’t know whether the countries we’re invested in (presumably something                                                         
14 Jorion, Philippe, and William N. Goetzmann. 1999. “Global Stock Markets in the Twentieth Century.” 
Journal of Finance, Vol. 54, No. 3 (June), pp. 953-980. The quote is from their Abstract. 
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close to a global cap-weighted portfolio) are going to be as successful in the future as 
the United States was in the past. Not as successful as global markets were in the past 
— as successful as the United States! That’s a high bar, one we should not expect to be 
able to hurdle.15 
 
Once you appreciate the explanatory power of survival bias, you tend to see it in 
everything. Wikipedia’s survival-bias article applies the principle to “business, finance, 
economics, history, manufacturing and goods production, architecture and 
construction, highly competitive careers, the military, cats, tropical trees, [and] studies 
of evolution.”16  
 
If that seems a little farfetched, I’d add cosmology and the existence of life elsewhere 
in the universe.17 More on that some other time; let’s bring this discussion down to 
earth a little. Survival bias in architecture leads us to believe that all of the architecture 
of the past was glorious, because most old buildings (more than 80 or 100 years old) 
are beautiful. That’s because the ugly, useless, or poorly constructed ones have been 
torn down! Are you beginning to see how widely this concept can be applied? 
 
AT THIS POINT THE STORY GETS PERSONAL... 
...because, while I’m almost entirely sure I got the idea of survival bias in country stock 
markets from Will Goetzmann, he says he got it from me. 
 
This is the kind of reverse rivalry that gives me great pleasure. I hope he gets a kick out 
of it too. At any rate, in the late 1980s or early 1990s in connection with my 
background work for Ibbotson and Brinson’s book Global Investing (mentioned earlier), 
I began including the mysterious-looking Exhibit 4 in my speeches and writing. It 
appears in Global Investing and then in my 1997 Journal of Portfolio Management 
article, “Are Stocks Risky? Two Lessons.”18 
 
EXHIBIT 4 
OUTCOMES OF A DIVERSIFIED GLOBAL PORTFOLIO OF INVESTMENTS IN 1900 

 
 
 
 
 
 
 
 
                                                         
15 See also Dimson, Elroy, Paul Marsh, and Mike Staunton. 2002. Triumph of the Optimists: 101 Years of 
Global Investment Returns. Princeton, NJ: Princeton University Press.  
16 https://en.wikipedia.org/wiki/Survivorship_bias, as accessed on April 27, 2019. Repunctuated by me. 

17 In these contexts it’s call the anthropic principle; see Penrose, Roger. 1989. The Emperor's New Mind. 
Oxford, UK: Oxford University Press. Wikipedia also has a good article on the principle at 
https://en.wikipedia.org/wiki/Anthropic_principle  

18 Siegel, Laurence B. 1997. “Are Stocks Risky? Two Lessons.” Journal of Portfolio Management, vol. 23, 
no. 3 (Spring), pp. 29-34. 
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I shouldn’t have to explain the similarity with the ideas in the Jorion and Goetzmann 
article cited earlier. Note that Germany only gets one tank, not two, because investors’ 
claims that were extinguished in World War I didn’t survive to be quashed again in 
World War II. And Argentina, with a pile of pennies, is there just to remind investors 
that not all surviving countries prosper. Investors in that once-wealthy country have 
done terribly. 
 
By the way, I believe Goetzmann wins the originality claim because, while I probably 
wrote up this idea first, he was working with Ibbotson Associates, my employer at the 
time, as an outside consultant and I was strongly influenced by his ideas and research. 
If I didn’t hear the idea from him at least in a casual conversation, then I’m a monkey’s 
uncle. 
 
I’d note, finally, that Jeremy Siegel (not my brother, although I don’t always correct 
people on that question) has provided evidence that stocks, but not bonds, retained 
some residual value in Japan and Germany even as those countries’ economies were 
destroyed by war.19 When a government falls, its bonds become worthless with no 
hope of recovery, but corporations often survive the war and go on to prosper under 
the new government.  
 
A BRIEF VISIT TO THE WEST OF THE IMAGINATION, WITH WILL GOETZMANN AND HIS 
FATHER 
Will Goetzmann’s varied interests beyond finance and financial history (or should I call it 
financial archaeology?) are perhaps best illustrated by a book that is quite orthogonal 
to those topics, The West of the Imagination, co-authored with his father, William H. 
Goetzmann. The threads that connect them are a historian’s eye for detail and love of 
the past. 
 
Like many children of the 1950s, I wanted to visit — and maybe live in — the American 
West. Influenced by television, movies, books, and National Geographic’s 
photography, I had a mental picture that was probably shared by tens of millions of 
children and young men and women of the time: gorgeous scenery, horses, adventure. 
(I didn’t want to be an actual cowboy. The work was hard.) 
 
The West of the Imagination chronicles the ways that the artists and photographers of 
the American West shaped both our accurate knowledge and our fantasies about that 
place and time. Their book was made into a PBS television series that aired in 1986.  
  

                                                        
19 Siegel, Jeremy J. 2008. Stocks for the Long Run: The Definitive Guide to Financial Market Returns and 
Long-Term Investment Strategies. Fourth edition, New York: McGraw-Hill. 
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THE WEST OF THE IMAGINATION BOOK COVER (1987) 

 
Source: http://viking.som.yale.edu 

 
The art discussed and displayed in the book ranges from the dramatic sculptures of 
Frederic Remington (himself a blue-blooded Easterner) to the surrealistic paintings of 
Georgia O’Keeffe and a great many lesser-known painters, photographers, and 
artisans. I can’t summarize the book because I don’t know how, but I can excerpt from 
the book’s conclusion, which shows the Goetzmann father-and-son team’s remarkable 
ability to draw together many different themes into an integrative whole: 

 
...Western art, with its creation of a series of heroes and heroic events....has 
shows us several...ways in which a civilization digests and interprets cultural 
experiences. The downtrodden, working-stiff cowboy...is incredibly glamorized 
in almost all artistic media, except the still camera that often reveals the harsh 
realities of his life... 
 Indeed, many Western artists were also accomplished photographers. 
In no place else is there quite the same opportunity to study the...cross-
fertilization of the two, and if we include the movies, three art forms...  
 Western art also seems...to represent what is distinctive about American 
civilization. While there have been many frontiers around the world, there has 
been only one American West.... People [around the world] tend to conjure up 
visions of the “wild riders and vacant lands,” of cowboys and Indians, when they 
think of Americans.  
 [A]ll the...artists and photographers...through whose eyes we have seen 
the many Wests that together make up the great saga of human experience on 
this continent should underscore the importance of myth... It should be clear by 
how that the awesome Western landscape and the incredible historic 
experiences that rise up in our collective memories like ghosts from some vivid 
past have provided inspiration not only for generations of artists, for also for 
generations of Americans, red, brown, and white. Thus the West lives on, even 
today, in the hearts of most Americans. 
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Not bad for a Q Group Conference Roundup! 
 
 

§ 
 

Larry Siegel is the Gary P. Brinson Director of Research for the CFA Institute Research 
Foundation and an independent consultant and writer. Prior to that, he was director of 
research in the investment division of the Ford Foundation. His book, Fewer, Richer, 
Greener will be published by Wiley in 2019. He may be reached at 
mailto:lbsiegel@uchicago.edu and his website.  

 


