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		Abstract

		New graduates of elite MBA programs flock to Wall Street during bull markets and start their careers elsewhere when the stock market is weak. Given the transferability of MBA skills, it seems likely that any effect of stock returns on MBA placement would be short-lived. In this paper, I use a survey of Stanford MBAs from the classes of 1960 through 1997 to analyze the relationship between the state of the stock market at graduation, initial job placement, and long-term labor market outcomes. Using stock market conditions at graduation as an instrument for first job, I show that there is a strong causal effect of initial placement in investment banking on the likelihood of working on Wall Street anywhere from three to twenty years later. I then measure the investment banking compensation premium relative to other jobs and estimate the additional income generated by an MBA cohort where a higher fraction starts in higher-paid jobs relative to a cohort that starts in lower-paid areas. The results lead to several conclusions. First, random factors play a large role in determining the industries and incomes of members of this high-skill group. Second, there is a deep pool of potential investment bankers in any given Stanford MBA class. During the time these people are in school, factors beyond their control sort them into or out of banking upon graduation. Finally, industry-specific or task-specific human capital appears to be important for young investment bankers. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Oyer,  Paul, The Making of an Investment Banker: Macroeconomic Shocks, Career Choice, and Lifetime Income (February 2006). NBER Working Paper No. w12059,  Available at SSRN: https://ssrn.com/abstract=885656
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Paul  Oyer (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Stanford Graduate School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Stanford Graduate School of Business  ( email )

			

			
			
				
				
				
					655 Knight Way
Stanford, CA  94305-5015
United States
650-736-1047 (Phone)
650-725-0468 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       78

			

		
		
		
			Abstract Views

			    2,508

		

		
		 
		
			Rank

			   91,463

		

		
	


	
		
            
            	       39 Citations
		

	

	
		
			
				       29 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,243

                                    

                                    
                                        PAPERS

                                           32,681

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Long-Term Labor Market Consequences of Graduating from College in a Bad Economy

                        
                            By
                                
                                
                                    
                                    Lisa B. Kahn
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Short- and Long-Term Career Effects of Graduating in a Recession: Hysteresis and Heterogeneity in the Market for College Graduates

                        
                            By
                                
                                
                                    
                                    Philip Oreopoulos, 
                                    
                                
                                    
                                    Till Von Wachter, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Short- and Long-Term Career Effects of Graduating in a Recession: Hysteresis and Heterogeneity in the Market for College Graduates

                        
                            By
                                
                                
                                    
                                    Philip Oreopoulos, 
                                    
                                
                                    
                                    Till Von Wachter, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Short- and Long-Term Career Effects of Graduating in a Recession: Hysteresis and Heterogeneity in the Market for College Graduates

                            
                                By
                                    
                                    
                                        
                                        Philip Oreopoulos, 
                                        
                                    
                                        
                                        Till Von Wachter, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            In the Right Place at the Wrong Time: The Role of Firms and Luck in Young Workers' Careers

                            
                                By
                                    
                                    
                                        
                                        Till Von Wachter
                                         and 
                                    
                                        
                                        Stefan Bender
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Teenage Unemployment: Permanent Scars or Temporary Blemishes?

                            
                                By
                                    
                                    
                                        
                                        David T. Ellwood
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Making of an Investment Banker: Macroeconomic Shocks, Career Choice, and Lifetime Income

                            
                                By
                                    
                                    
                                        
                                        Paul Oyer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Order from Chaos? The Effects of Early Labor Market Experiences on Adult Labor Market Outcomes

                            
                                By
                                    
                                    
                                        
                                        Rosella Gardecki
                                         and 
                                    
                                        
                                        David Neumark
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Another Look at Whether a Rising Tide Lifts All Boats

                            
                                By
                                    
                                    
                                        
                                        James R. Hines Jr., 
                                        
                                    
                                        
                                        Hilary Williamson Hoynes, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Youth Labor Markets in the U.S.: Shopping Around vs. Staying Put

                            
                                By
                                    
                                    
                                        
                                        David Neumark
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

