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					The merchandising of securities is really traffic in the economic and social welfare of our people. Such traffic demands the utmost good faith and fair dealing…. Without such an ethical foundation, economic well-being cannot be achieved.

					
						—President Franklin D. Roosevelt, on signing the Securities Act on May 27, 1933

					

					To know what has come before is to be armed against despair.

					
						—Jon Meacham in The Soul of America: The Battle for Our Better Angels

					

				

			

		

	
		
			
			
				 

				PREFACE

				 

				The Jazz Age. The Roaring Twenties.

				As America moves into the “twenties” of the twenty-first century, those labels glow like the smoky lights of a speakeasy. The Jazz Age conjures up scenes of bootleg cocktails and raccoon coats, heroic aviators and long-limbed showgirls, the folksiness of comic Will Rogers and the classiness of Broadway’s Fred Astaire. Above all, the era brought America a plethora of new things: tabletop radios, Model T cars, electric refrigerators, rayon underwear, cellophane tape, paper tissues, vacuum cleaners, frozen fish, electric fans, canned fruits, telephones. The last century’s “twenties” certainly seem, in hindsight, a lot more glamorous than our own version.

				But for some Americans—the free market purists who are becoming more influential with every passing year—the Jazz Age is more than a cultural time capsule. It is a template for a future America: an America of limited government, tiny taxes, unregulated financial markets, and unfettered capitalism. For them, the Jazz Age was a capitalist Eden destroyed by a radical left-wing president who tried but failed to fix the Great Depression of the 1930s. As the 1920s and the 1930s sink below the horizon of history, this mythology of a free market paradise destroyed by Washington gets easier to sell and harder to dispute.

				A diligent reader can set the record straight, of course. The New Deal, the recovery and reform program set up by President Franklin D. Roosevelt after his landslide election victory in 1932, has been deeply and broadly studied and debated by some of the past century’s most respected historians and economists. But it has also been brazenly distorted, since its earliest days, by adversaries who dispute Roosevelt’s bedrock belief that the federal government should serve the general welfare, not just the interests of the powerful few.

				To dispute what Roosevelt tried to do, then, one must first distort what Roosevelt tried to change: the selfish plutocratic culture of the 1920s.

				In the 1920s, government policy was shaped almost entirely by the demands and desires of the very rich, regardless of the consequences for ordinary Americans. Most wealthy Americans condemned regulation of business as socialism, communism, and tyranny—and the conservative political leaders of the era overwhelmingly agreed. To them, any effort to curb business and help workers was a call for “class warfare.” Perhaps inevitably, given the temptations of unbridled power, the decade of business domination was a decade of destructive practices that inflicted real harm on millions of Americans. Of course, nostalgic free marketeers of today generally deny that their favorite era was beset by any of these sins. To do so would beg the question of how today’s America could keep the same serpents out of the new unregulated Eden they want to create.

				As for the claims that FDR’s New Deal failed to fix anything, the historical record provides ample evidence to the contrary. It is not my mission here to document the entire constructive legacy of the New Deal; others have ably done that. I highly recommend Why the New Deal Matters, by historian Eric Rauchway, which briefly but beautifully describes how Roosevelt left his mark on everyday life in today’s America—with Social Security, unemployment insurance, new public parks and libraries, power-generating dams, land reclaimed from floods, and priceless murals and cultural archives. My mission, rather, is to describe just one of the New Deal’s most significant achievements: clearing out the vicious jungle that was the nation’s financial landscape in the 1920s and replacing it with a well-tended terrain where ordinary Americans could save and invest with confidence.

				That this particular New Deal experiment largely succeeded is proven by the postwar flourishing of an American middle class that did not fear losing its savings to crooked banks or being swindled by dishonest brokers. Freed of those fears, millions of Americans could save, invest their savings, buy homes, pay tuition for their children, and retire in comfort. By reforming Wall Street, Roosevelt enabled future generations of average Americans to participate in capitalism themselves and share directly in its rewards. We are an immensely richer nation because of this specific legacy of the New Deal.

				Roosevelt’s primary tool for this transformation was the Securities and Exchange Commission, a watchdog agency initially considered so radical and threatening that the titans of Wall Street fought tooth and claw to kill it before it was born in 1934. The fight to set up the SEC, to make it work, and then to make it work better in its early years is the heart of this story.

				My narrative opens on the eve of the great stock market crash of 1929, the prelude to the Great Depression. But to understand why FDR was so determined to reform Wall Street in the 1930s, let’s march quickly back through the previous decade—the decade Roosevelt lived through before he entered the White House, the decade that showed him what unregulated capitalism looked like.

				

				—

				The most obvious stain on the morality of the Roaring Twenties was Prohibition, the nationwide constitutional ban on the sale of alcoholic beverages that went into effect in 1920, the year that saw the election of Republican president Warren G. Harding. By the end of the decade, the wildly unpopular “dry laws” had created a nation of scofflaws and a subculture of organized crime that plagued the nation for decades. But a close cousin to the gangsters running illegal booze were the respectable lawbreakers running corporate America and corrupting official Washington, where Jazz Age appointees were eager to stuff the business world’s bribes into their pockets.

				Too harsh? No. The corruption of the Harding administration was not equaled until President Nixon’s Watergate scandal in the 1970s, and has not been trumped until our current era.

				The decade we call the Roaring Twenties didn’t start with a roar—it started with a whimper. The sudden cuts in defense spending after the end of World War I in 1918 helped trigger one of the sharpest recessions the nation had experienced to that time. That downturn didn’t end until 1922, and shorter, gentler recessions hit in 1924 and 1927. Unemployment persisted at levels that would be alarming today. “At any given moment in the ‘golden twenties’ from 7 to 12 percent were jobless,” according to William E. Leuchtenburg, a leading historian of the era. The prosperity that indisputably emerged in the decade’s good years bypassed millions of formerly secure American workers; for them, life became increasingly precarious.

				In Anxious Decades: America in Prosperity and Depression, 1920–1941, historian Michael Parrish catalogued the plight of those left behind: “Machines displaced some three million workers; one-third of them could not find new jobs. Conditions in a number of industries remained depressed throughout the twenties. Cars reduced the demand for new boots and shoes, bruising the leather goods industry; new building materials put pressure on the lumber industry across the country.” Coal mining saw devastating declines in this decade. Mining vied with the textile industry for sheer misery. Cotton and wool products were facing market competition from more affordable silk and the newly invented rayon. “Output in these cutthroat [textile] industries remained high, and prices tumbled between 1923 and 1929,” Parrish tells us. “Wages, of course, remained depressed and because this industry employed more workers than any other sector of the industrial economy, the drag on purchasing power was enormous.”

				While millions of workers struggled, the wealthy grew more prosperous. “Returns to industry as a whole increased 72 percent, [and] dividends in rails and industrials went up 285 percent,” one Hoover biographer has noted. By 1930, the richest 10 percent of Americans owned nearly 90 percent of the private property in the country.

				In 1925, Florida banks and construction firms were battered when a red-hot real estate bubble there suddenly burst. By 1927, ominous cracks were showing up in the nation’s most important industries; consumer spending slowed down, and wages in some sectors actually shrank. If reckless lending had not produced a last spasm of stock market speculation in 1928, the crash that came in late 1929 would likely have hit two years earlier.

				In April of 1929, in the last days of the Jazz Age, desperate textile workers in North Carolina—many of them teenaged girls who worked fifty-six hours a week for less than 19 cents an hour—reached their limit. When they were ordered to tend to more than twice as many mechanized looms as before with no increase in pay, they went on strike. The strikers were attacked by anti-union mobs and local law enforcement officers; several workers were killed. The strike was broken, the killers went free, and the misery continued.

				A decade of seamless, golden prosperity? Not exactly.

				The Jazz Age was a time of unchallenged conservative control in Washington; while progressive Republicans still existed in that era, the GOP’s conservative ranks were augmented by conservative pro-business Democrats to produce a strong right-wing majority. Three conservative presidents, one ultraconservative Treasury secretary, a host of conservative judges and justices, and countless conservative business executives put their indelible stamp on this decade.

				President Harding, an amiable but weak man with too many crooked friends, was sworn in on March 4, 1921. By then, American business had grown impatient with government restraints imposed during the war and business leaders cheered Harding’s promise of a “return to normalcy.” For most industrial leaders, a return to “normal” required two things: an immediate reduction in taxes on the wealthy and the destruction of labor unions by any means necessary. The Harding administration obediently cut high-end taxes substantially and simply got out of the way while American business waged war on American unions.

				There were laws that supposedly protected workers’ rights to organize; the Constitution supposedly protected labor organizers’ civil rights. Neither deterred corporate executives in their relentless, bloody, decade-long illegal war against organized labor. They used strikebreakers, spies, trumped-up injunctions, company goons, blacklists, secret violence, and public defamation. Their implacable goal was to eliminate the “communistic” threat posed by workers banding together to protest working conditions that were inhuman and almost unendurable. In this war against America’s workforce, industry could count on support from the federal government and state and local law enforcement.

				Examined today, the brazen illegality of that campaign is breathtaking. Unions had made some gains in the urban building trades, especially in New York City. In December 1920, Eugene G. Grace, the president of Bethlehem Steel, admitted to a New York state legislative committee that his company would not sell its fabricated steel to any builder in New York who used only union labor. Grilled by the committee’s counsel, Grace angrily said he did not care if his blacklist shut down every construction project in the city—if it helped to annihilate union labor, it would be worth it. Although this blacklist of builders was surely illegal under the nation’s antitrust and fair-trade laws, Grace was not deterred.

				Grace had little to fear from the federal government when his outrageous blacklist was exposed to the public. After World War I, little effort was made by the federal government to enforce the antitrust laws adopted in more progressive years—except, occasionally, against labor organizations. American companies were even allowed to engage in price-fixing cartels, as long as they did so offshore. Even that restriction seems to have been rarely enforced: in 1928, General Electric joined with Krupp Industries in Germany to fix the price of tungsten carbide sold in the United States. Before the deal, tungsten carbide cost $50 a pound; afterward, it cost $453 a pound. Similar corporate-suite cartels during the decade fixed the prices of magnesium, titanium, soda ash, electric lamps, radio tubes, copper, lead, zinc, and steel rails.

				The world of banking and finance—which I will examine more fully in the coming chapters—had its own deadly sins. As with the price-fixing and antitrust violations of other industries, these financial abuses were committed with impunity by highly respected executives at some of the most prominent, most admired firms on Wall Street.

				President Harding saw little wrong with the way American business operated. A shocking number of his appointees operated the same way. While history remembers the Harding administration as a cesspool of official corruption, America’s business operators were willing conspirators—paying bribes, accepting corrupt favors, keeping silent about ongoing crimes.

				A few examples will suffice.

				Charles R. Forbes, the crony Harding tapped in 1921 to head the new Veterans Bureau, went to prison for embezzling an estimated $2 million from the bureau’s budget. One way he did that was by selling supplies meant for veterans, from splints to bedsheets, at fire-sale prices to businessmen who retailed the goods at full price and kicked some of their profits back to Forbes.

				Albert B. Fall, the rancher and former senator named as Harding’s Interior secretary, was convicted at the end of the decade for taking bribes from two oil tycoons, Edward L. Doheny and Henry F. Sinclair, to whom he awarded low-cost leases to some immensely valuable oil fields kept in reserve for the U.S. Navy. (One of the fields was near Teapot Dome, the rock formation in Wyoming that gave the scandal its name.) In this case, Doheny and Sinclair actually cooked up the scam and bribed their friend Albert Fall to go along with it; Fall went to prison for taking a bribe, but Sinclair and Doheny were paradoxically acquitted after claiming that the bribe was just a loan to a friend.

				Harding’s secretary of the Treasury was Andrew W. Mellon, one of the richest men in the country with vast holdings in banking, oil, and aluminum. Fiercely opposed to organized labor at home and abroad, Mellon interests had run roughshod over Mexican laws in exploiting that nation’s oil reserves; the companies “refused to abide by Mexican governmental decrees, refused to pay taxes, fought the new Mexican labor unions.” As Treasury secretary, Andrew Mellon managed to keep his trouser cuffs clean in the Harding mire—but just barely.

				In one instance, Harding’s new appointees to the Federal Trade Commission killed a pending investigation of Alcoa, controlled by Mellon interests, for allegedly violating both the antitrust laws and a federal court decree. In another case, Mellon personally refused to participate in a messy money-laundering scandal, but failed to report it to anyone.

				That money-laundering scandal painted an even darker picture of the era’s business morality than the Teapot Dome bribery case did. In 1921, a handful of leading oil executives—including Harry Sinclair and Robert W. Stewart, the chairman of Standard Oil of Indiana, originally part of the Rockefeller family’s empire—secretly set up a shell company called the Continental Trading Company. Through it, they bought 33.3 million barrels of oil for $1.50 a barrel, resold the oil to their own corporations for $1.75 a barrel, and thereby picked up an $8.3 million profit that came out of the pockets of their own shareholders. The cash went into a secret slush fund, part of which was invested in government bonds. Some of those bonds were used to bribe Albert Fall, the Interior secretary; others were distributed to wealthy Republican donors in Chicago and New York, who laundered them into cash donations to help pay off the Republican National Committee’s campaign debts. Andrew Mellon was one of the big GOP donors asked to launder $50,000 of these slush fund bonds. He declined the bonds and simply made a $50,000 donation from his own great wealth. But he did not tell anyone about the elaborate fraud scheme. When the bond incident later became public, Mellon told a Senate panel he had just been too busy to worry about the matter.

				Harding’s choice for Commerce secretary was Herbert C. Hoover, a wealthy civil engineer with a sterling reputation who made a wide swerve around the Harding scandals. The ambitious Hoover—Washington wits joked that his title was “Secretary of Commerce and Undersecretary of Everything Else”—devoted his energy to expanding his department and encouraging cooperation among American businesses. Despite his broad self-assigned portfolio, he always insisted he had known nothing about the Harding scandals until they became public.

				The Hoovers accompanied President Harding and the First Lady on a western speaking tour in mid-1923 and, therefore, were on hand when the president suffered a fatal heart attack on August 2 in San Francisco. His death opened the Oval Office to his vice president, former Massachusetts governor Calvin Coolidge.

				Coolidge had made his national name by breaking a strike called by the Boston police force. He was unalterably opposed to organized labor, big government, high taxes, business regulation, and deficit spending. But Coolidge was selectively stingy. “Coolidge’s tendency was to resist proposals for governmental expenditure of kinds that business did not want, or for social reform, and thus to minimize the role of the federal government while business was growing in wealth and power,” according to an economic history of the decade. “Nevertheless, a considerable increase in federal expenditures occurred in the decade.”

				Spending on law enforcement soared as the federal government waged its losing fight to sustain Prohibition. The government freely subsidized the shipping industry, an enormous boon to business. The budget at Hoover’s Commerce Department grew sharply to pay for the new services it provided to American business—promoting Wall Street loans and American exports in foreign countries, producing “elaborate statistical publications” to serve business needs, and encouraging standardization to streamline manufacturing. Adding to these benefits, Andrew Mellon privately approved tax refunds, credits, and abatements for wealthy individuals and corporations that would total $3.5 billion during his eight years at the Treasury—the equivalent of nearly $61 billion today.

				What Coolidge did not want to spend money on was any program designed to promote public health and the general welfare. “Those on the political left came quickly to the realization that with his rigid devotion to an unfettered capitalist economy, he represented a far greater threat to the progressive legacy than Harding and all his corrupt minions,” wrote historian Michael Parrish. Parrish credits author and reformer Lincoln Steffens with what is perhaps the best summation of the Coolidge era. Steffens “observed wryly that Calvin Coolidge had put to rest the idea that the federal government was simply the mistress of business. Under Coolidge, he said, they got married.”

				The GOP bosses who maneuvered Harding into office and operated with little interference from Coolidge were wary of Herbert Hoover, who seemed too stubborn and puritanical for the party’s tastes. But in 1928, when Coolidge announced he would not run again, Hoover quickly sewed up the Republican nomination for president. As Hoover saw it, his mission was to prolong the Coolidge prosperity that American business was producing, and to preserve the American culture of “rugged individualism” that he believed was the basis for both the nation’s prosperity and its liberty.

				One of Hoover’s biographers summarized the state of America in 1928, as Hoover waged his successful campaign for the presidency: “The Republicans, unrepentant after the Harding scandals, ignored the indictment of outraged citizens, ignored the millions of bankrupt farmers, denied labor’s reasonable demands for justice…Prohibition was a farce, a failure, a nightmare. Banking practices had undermined basic foundations, and stock and commodity exchanges had become gigantic casinos…Monopolies through consolidations had proliferated with reckless disregard for federal laws, and the oligarchy of concentrated wealth had expanded.”

				Herbert Claiborne Pell, a progressive Democratic Party leader whose Hudson River estate was near the Roosevelt home in Hyde Park, later had an even more scathing verdict for the business leaders who came to power in the Jazz Age: “The destinies of the world were handed to them on a plate in 1920. Their piglike rush for immediate profits knocked over the whole feast in nine years…They have shown no realization that what they call free enterprise means anything but greed.”

				That is the unregulated capitalist paradise some conservatives are trying to reimpose in America—apparently certain that in their new jungle economy, they would always be the predators, not the prey.

				

				—

				I believe that democratic capitalism, wisely regulated, is the healthiest way to preserve individual liberty and promote the general welfare. But I know our current regulatory scheme is far from perfect. Over five decades as an author and financial journalist, I have engaged in serious debates about how to regulate the world of finance. In Fidelity’s World, I examined how mutual funds were regulated. In The White Sharks of Wall Street, I tackled the regulatory challenges of hostile takeovers. Writing about the historic Ponzi scheme run by Bernie Madoff in The Wizard of Lies and the equally historic market crash in 1987 in A First-Class Catastrophe, I wrestled with the best ways to regulate investment advisors and financial derivatives, and exposed the consequences of an increasingly fragmented regulatory system. How we regulate finance must evolve as the nature of finance evolves, and America has fallen dangerously behind in that essential evolution.

				But I never dreamed that I would ever find myself arguing with serious, powerful people not about how to regulate finance but about whether to regulate finance.

				Some of those who see no reason to regulate finance are ideological zealots and will not be persuaded by logic or historical evidence. To them, I simply say: “Deregulating finance makes as much sense as deregulating traffic.” But I hope I can persuade those who simply do not know why the regulations they reflexively oppose were enacted in the first place and what the world would be like if those rules were taken away.

				I am hopeful of making my case to people like the young man I encountered on Twitter a few years ago. I had tweeted about the SEC’s swift action to shut down a Ponzi scheme before all the assets were gone, adding something like “those victims should bless FDR for creating the SEC.”

				This young man pushed back with a familiar libertarian complaint. Smart investors had no need for the SEC and all its burdensome rules and red tape, he wrote. He was fully capable of protecting himself just by reading a company’s official annual report, called a 10-K, before he invested.

				I laughed out loud. He did not know that there were no 10-Ks for investors to read until FDR set up the SEC in 1934. Companies were not required to produce them. He could protect himself today only because, ninety years ago, Franklin Roosevelt had fought to give him the tools to do so.

				It was not easy to tame the Street in the 1930s—indeed, sustaining that achievement is a task that freshly confronts each generation. We would be crazy to let finance once again run wild in our economy. In the chapters ahead, I will show not only how FDR put “a cop on Wall Street” but also why he believed the cop should be there, and should stay there. His reasons for regulating the world of finance are just as compelling today as they were when he took office.

			

		

	
		
		
			Chapter One

			 

			A QUARTET FOR A CALAMITY

			 

			OCTOBER 24–DECEMBER 6, 1929

			How many people does it take to change the world?

			The world of the Roaring Twenties had embraced the idea that American business leaders, largely free of government constraint, could produce and sustain prosperity for the American people. Nowhere was this belief more deeply rooted than on Wall Street, whose leaders were the financial architects of corporate America.

			What mere federal bureaucracy would dare question the decisions or restrict the power of such financial titans?

			As the summer of 1929 swept into the fall, four men were moving along different paths—in the market, in business, in politics, and in academia—that would require each of them to weigh the power of Wall Street against the obligations of public service. Their paths would cross; their fates would diverge. But over the next decade, they would answer that question.

			How many people does it take to change the world?

			It can take just four—four people capable of inspiring others in the public arena; four people who, in the last autumn of the Roaring Twenties, were traveling into a new decade with no idea how important their journey would be to Wall Street, to their country, and to the world.

			
				THURSDAY, OCTOBER 24, 1929

				On a chilly gray morning, Richard Whitney strode onto the floor of the New York Stock Exchange in lower Manhattan, listening to the nervous chatter before the opening bell.

				Dick Whitney had turned forty-one in August, and this had been his world, his realm, for nearly half his life. He had been a governor of the exchange for a decade, its vice president for a year, and its acting president for three weeks as its official leader enjoyed an extended honeymoon.

				He was an impressive figure. Tall, a bit beefy but impeccably dressed, he still moved with the grace of the Ivy League athlete he once was. He had the profile and hooded gaze of a hawk; his sleek dark hair was combed almost straight back from a sharply etched hairline. For nearly fifteen years, he had handled bond trades for the august J.P. Morgan firm, where his older brother, George, was a partner. When President Hoover had sought advice during some anxious trading days earlier in the year, it was Dick Whitney he summoned to the White House.

				After years of robust gains, the market had shuddered back in the spring when the Federal Reserve Board, concerned that the market was flying too high and too fast, tried to curb the flow of bank credit to Wall Street speculators. New York bankers defied the Fed and continued to make speculative loans, but the resulting summer rally was erratic. In August and September, the financial seas had grown stormier as investors fretted over the Fed’s next steps and debated the economy’s direction. Contrary opinions generated a surge of buying and selling. Like the veteran yachtsman he was, Whitney had kept the exchange on course as its clerks grappled with the paperwork from that agitated trading. Some on the Street feared a calamity was coming, but the exchange’s board trusted Whitney to cope.

				Yesterday, it seemed like that calamity had hit. And he had missed it.

				Instead of spending Wednesday on the trading floor, Whitney had spent the day far from Wall Street’s telephones and stock tickers, in the New Jersey hunt country. It was the day of the elite Essex Fox Hounds race meeting. He was a steward for the event, assessing the condition of the course, debating whether a fallen mount’s rider had been fouled, and declaring a dramatic dead heat in one of the day’s biggest races.

				Thus, he had not been at his post during the most alarming day of stock trading anyone on the NYSE could remember.

				The trading floor on Wednesday had been hit by a tidal wave of selling in its final hour. Only the closing bell had halted the nearly perpendicular plunge. “Brokers who have passed all their lives in Wall Street said it was the most hysterical demonstration they ever witnessed,” a New York Daily News columnist reported. The men on the exchange floor could not know it, but this traumatic day was merely the prologue of the 1929 crash, an historic three-week siege of plunging prices that would scar Wall Street’s memories for nearly sixty years. Wednesday’s panic had brought “complete chaos” to the trading floor as the stock ticker fell so far behind it was “valueless as an indicator of prices,” the columnist complained. He was one of the market pundits who were still uneasy about Thursday’s mood, worried that “mob psychology” was not yet through shaking the Street.

				If more shocks came today, Dick Whitney would be ready. In a dark brown double-breasted suit, he resembled a mighty tree trunk planted near the stairs to the raised podium where, each day, an exchange official pressed the button of an electric bell that opened and closed trading.

				At that moment, the chief of the NYSE mechanical department, responsible for the tickers and the other modern machinery at the exchange, moved across the felt-tiled floor toward the podium steps. Whitney stopped him and briefly told him to stay near the bell throughout the day. He didn’t need to explain why. The previous day’s crash might have broken some small member firms, requiring their suspension from the exchange. The bell would be rung to halt trading so the acting president could report these insolvencies. The aide nodded and continued up the steps. At the exact point of 10 a.m., he pressed the button. The firehouse clanging of the opening bell overrode all other sounds for a few seconds.

				And so another trading day began, the day that would make Dick Whitney famous.

				For the keepers of the Manhattan society stud book, Dick and his brother, George, were not “the Whitneys,” the wealthy, sporty family whose art collections, Thoroughbred horses, and motor yachts defined class for Jazz Age society. George and Richard were “Boston Whitneys,” the grandsons of a shipmaster and merchant, the sons of a respected banker; their lifelong pride in their pedigree was obvious to all who knew them, according to one biographer close to the family.

				Their father’s death in 1904, when they were teenagers, did not interrupt their athletic march through prep school at Groton and college at Harvard. Both were tapped for Harvard’s most coveted club, the Porcellian, earning the right to wear its golden pig mascot on their watch chains. Both gravitated to Wall Street after graduation.

				George Whitney paved the way. A star squash player in Harvard’s Class of 1907, he moved to New York while his uncle, Edward F. Whitney, still had a partner’s desk in the offices of J.P. Morgan, the formidable private banking firm housed in a staid fortress at 23 Wall Street. In June 1914, George married the daughter of a former Morgan partner who had been ambassador to France. Dick was his brother’s best man at the lavish country wedding, covered by almost every society columnist between Boston and Washington. The following year, George Whitney was hired into the bond department at J.P. Morgan; he now sat at the right hand of Thomas W. Lamont, the decisive managing partner of the firm and one of the most powerful people in American finance. Thinner and more elegant than his brother, George Whitney was also vastly richer, easily commanding all the luxuries of life. Inevitably, George Whitney’s success sprinkled pixie dust on his brother’s prospects.

				Fierce competition defined Dick Whitney’s early life. He had played football and baseball at Groton and had a splendid career on the Harvard crew, helping row the team to victory over Yale in 1909. He completed work for his Harvard degree in 1910, but returned to Cambridge to collect his diploma with his beloved Class of 1911. Years later, he could astound his friends by reciting from memory the full name of every one of his classmates. (This was no trivial feat; his list included American poet Harold Trowbridge Pulsifer, Hawaiian physician Alsoberry Kaumu Hanchett, and a dozen varieties of “Smith.”)

				Like his brother, Dick relied on helpful Uncle Edward, who loaned him the money he used, on January 12, 1912, to buy a seat on the New York Stock Exchange. And also like his brother, he married into New York society—in a romantic match touched by tragedy. Gertrude Sheldon Sands was the young and strikingly beautiful widow of Samuel Stevens Sands III. Sands died in a car crash in 1913 and left his widow with a young son and namesake. Sands’s bereaved mother, born into the Harriman railroad dynasty, later married the fabulously wealthy William K. Vanderbilt. Mrs. Vanderbilt sat with her young grandson during the quiet at-home wedding at which Gertrude Sands married Dick Whitney on May 27, 1916. Two weeks later, he set up his own NYSE member firm, Richard Whitney & Company. The New York Stock Exchange became the cornerstone of Whitney’s professional life. There, he pitted his instincts against other bond traders in a clubby culture as steeped in tradition and camaraderie as Harvard had been.

				His wartime service was safe and uneventful. From September 1917 until early 1919, he worked in Washington and New Jersey for the U.S. Food Administration and became acquainted with its autocratic chief, Herbert Hoover. The detour into government service did not interrupt Whitney’s progress in society or at the exchange. By 1916, he was an active member of the Essex Fox Hounds, whose red-coated outfits would have been familiar to any Victorian country squire. By 1920, he was a member of the Somerset Hills Country Club in Bernardsville, New Jersey, where he played golf with corporate titans and Wall Street notables. He soon added membership in the New York Yacht Club to his sporting society credentials, and now served as the tony club’s trusted treasurer. In May 1919, a few months after George Whitney became a partner at J.P. Morgan, Dick Whitney was elected to the board of governors that ruled the exchange. He worked on the necessary committees and, no doubt, traded discreetly on his brother’s rising influence. In 1928, that golden year when Wall Street could barely count the money that flowed into its pockets, Whitney was elected vice president of the exchange, second in command to the well-connected Edward Henry Harriman Simmons, the nephew and namesake of the great railroad baron and financier, E. H. Harriman.

				Whitney’s prospects for advancement were good: “Harry” Simmons, Gertrude Whitney’s second cousin by marriage, was clearly tiring after five years in the volunteer role of exchange president. In early October 1929, with the markets already wildly turbulent, Simmons became the third husband of a somewhat scandalous divorcée and left immediately on a two-month honeymoon in Hawaii. Whitney had been given a chance to try out for the presidency.

				But when the violent storm of chaotic trading had struck the exchange on Wednesday, October 23, it seemed that Whitney had bungled his audition for the sake of some foxhunting friends.

				The stock market’s crash wasn’t the only news that glared out from front pages across the country that Thursday morning. President Harding’s former Interior secretary had just gone on trial in Washington, accused of taking bribes from oilmen in connection with drilling leases in the Teapot Dome formation in Wyoming and elsewhere. The trial was an uncomfortable reminder that the Jazz Age prosperity that had pumped so much cash into the stock market owed its longevity at least in part to an environment of almost seamless crime and corruption. The general climate of lawlessness was reflected in the nation’s blithe disregard for the National Prohibition Act, the law adopted a decade earlier to rid America of “intoxicating liquors.” Whether they were at their Manhattan clubs or at their country estates or their Florida villas, Whitney and all his friends could get a cocktail or after-dinner brandy whenever they wanted one.

				His social set was pretty much free to do as it pleased on Wall Street, too. The corruption of the financial world may have seemed more genteel than the escapades of gangland bootleggers, but it was just as pervasive and destructive. Stock prices on Whitney’s exchange were routinely manipulated by “pools,” which were coveys of rich investors who secretly combined their funds, bought some company’s shares, and hired a trader on the NYSE floor to “paint the tape” with an artificial rally that would lure in unknowing public investors, to whom the pool operators could sell their shares at a quick profit. Bribes were paid to willing journalists who wrote glowing stories about the stock to puff up public interest when the pool was ready to sell. As soon as the insiders sold, the rally would usually collapse and ordinary investors would suffer the inevitable losses. Earlier in 1929, just such a cabal had whipped up the price of Radio Corporation of America stock to produce a fast $5 million profit for the pool members. The RCA pool’s profits were plucked, of course, from the pockets of unwitting public investors who bought too late. A more recent effort to boost the stock of the Chrysler Corporation, begun on October 16, had been derailed by the recent market turmoil. One wealthy speculator brazenly refused to cover his share of the Chrysler losses on the grounds that the pool agreement was an illegal contract under New York state law and therefore could not be enforced in court!

				Of course, like any private club, the NYSE had adopted rules laying out the criteria for membership and the duties of members. Those rules barred behavior that was “detrimental to the interest or welfare of the exchange” or “inconsistent with just and equitable principles of trade.” A member who committed one of these vaguely defined sins could be fined, suspended, or expelled from the exchange.

				But the rules that governed the stock exchange were far less powerful than the men who governed the stock exchange. They alone decided when, and if, the rules would be enforced against a misbehaving member. They alone decided whether unjust or inequitable trading had occurred and whether a member’s behavior had been detrimental to the exchange. Severe discipline was rare; members disliked causing trouble for their friends unless it was simply unavoidable. In one case, a New York court ruled in 1920 that a major firm had committed fraud but, in reply to a complaint letter from an investor in 1928, Dick Whitney explained that no disciplinary action had been taken against the member firm because he, personally, disagreed with the court’s decision.

				The code of behavior beyond the NYSE was no less self-serving. Powerful bankers like those at J.P. Morgan typically would give dealers less than twenty-four hours to decide if they wanted a piece of a new issue—sight unseen, no details provided. If they said yes, they would have to sell the new securities, no matter how dicey or dubious they turned out to be; if they said no, they would likely be left out of the next hot new issue. Consequently, new issues of stocks and bonds were sold to investors largely on the strength of rumors, bribed journalists’ puffery, and false boardroom promises. Corporate financial statements were sometimes unavailable, frequently unreliable, and occasionally fictional. Bankers, still clothed with rectitude in the eyes of the public, had become stock hustlers, regularly plucking bad loans or dubious shares from their own ledgers and selling them to their own naïve depositors. Foreign government bonds were sold to trusting investors and listed on the exchange by bankers who knew the bonds would likely wind up worthless. Bogus stock trades were done for the sole purpose of dodging taxes or evading exchange rules to reap a quick profit.

				For the lucky among the era’s renegades, then, the 1920s unfolded with enough glamour and gaiety to blur the memories of the Great War and its carnage. For the unlucky, the “prosperity decade” had been a cruel taunt. Far from the prosperous enclaves, farmers struggled against mounting debt and pitiless drought; factory workers, many of them still children, labored seven days a week for meager pay; labor organizers dodged billy clubs and blacklists, while organized criminals ruled the docks, the slums, and the smoky rooms of political clubs across the country. But the sun shone steadily on Wall Street through most of the decade, nurturing the wealth of Dick Whitney and his exchange colleagues.

				On this Thursday morning in late October 1929, that prosperity felt very shaky. Before the exchange opened, telegraphed sell orders had hurtled toward the trading floor from across the country. Now, as the clanging of the opening bell died away, those orders hit the floor. The Dow Jones Industrial Average immediately fell more than 10 percent. There were few buyers, even at the depressed opening prices left behind in yesterday’s rout. Shares were dumped in such quantities that the first half hour’s trading volume eclipsed the normal levels for an entire day. The search for bidders continued frantically through the first hour, with lower and lower prices being offered and ignored. The ticker was more than fifteen minutes behind by 10:30 a.m., and it never caught up. The blue chips were breaking: U.S. Steel fell almost 6 percent. Bethlehem Steel fell 9 percent. General Motors was off nearly 15 percent. Industrial giant Johns Manville plunged 22 percent, and that technology darling RCA, beloved by the pool operators, fell almost 40 percent. The morning seemed far worse than the free fall of yesterday’s final hour—if only because the closing bell was so many hours away.

				Crowds filled the visitors’ gallery overlooking the trading floor until Whitney decided to shut it down, inadvertently sparking rumors that the exchange itself might close. Outside, people seeking any sort of news were filling the intersection of Broad Street and Wall Street. No one knew what was happening; prices were obsolete before they were even printed on the paper ribbons curling out of stock tickers across the country. By 11:30 a.m., a huge clocklike dial hanging at one side of the trading floor showed the ticker was running nearly fifty minutes behind.

				Amid this turmoil, Whitney got a message summoning him to the Morgan offices across the street. Entering by a side door around noon, he found the presidents of the city’s major banks conferring with his brother’s powerful boss, Tom Lamont. The bankers pledged some undisclosed amount—as much as $240 million, by one account—to help support prices on the exchange and then trooped back out onto Wall Street, careful to let their faces betray nothing to the crowds. Whitney stayed behind to discuss how best to deploy the new funds and then pushed his way through the crowd on Broad Street to return to the exchange.

				The moment he reached the trading floor, Whitney marched straight toward Post No. 2, a wooden kiosk almost directly in front of the podium where he’d stood at the opening bell. And like a bell, he called out his bid to buy thousands of shares of U.S. Steel at $205 apiece—well above the most recent recorded price. Cheers greeted his order as a clerk scribbled it onto a paper chit. Seeming “debonair and self-confident,” Whitney moved on, making generous bids for other sagging stocks. In minutes, he had bid for an estimated $20 million worth of stock. The effect was galvanizing. Others on the floor started to buy. As word spread of a rally, new buy orders arrived over the wires. The day still ended with a loss, but as one chronicle put it: “Black Thursday ended a good deal less black than it might have.”

				Whitney was just the servant of the banking lords who provided the money to cover his historic bids. Indeed, while Whitney marched from post to post within his world, Tom Lamont held newsmen’s attention at a rare impromptu press conference inside the Morgan offices.

				“There has been a little distress selling on the stock exchange,” Lamont began, with quaint understatement. “We have held a meeting of the heads of several financial institutions to discuss the situation.” He calmly explained that no brokerage firms were in financial difficulty, and credit risks had been dealt with. “It is the consensus of the group that many of the quotations on the stock exchange do not fairly represent the situation.”

				He said nothing of the pooled funds from the bankers, the generous bids by Whitney, or the rally fueled by that bidding.

				But the next day, in the multiple pages of newspaper coverage devoted to this new “worst ever” crash, Dick Whitney’s pivotal role was detailed. “His bid of 205 for 25,000 shares of Steel electrified the group around the Steel post and communicated buying enthusiasm to other parts of the floor,” reported The New York Times. “It was assumed that Mr. Whitney, who is frequently spoken of as a ‘Morgan broker,’ had received the order from the House of Morgan or interests identified with it.” An image emerged of “a field general in the bankers’ battle for an orderly market.” Prices steadied on Friday, October 25, and again during Saturday’s two-hour session. Whitney assured reporters there was no plan to close the exchange—although every firm was working through the night on the staggering paperwork from the 12 million shares that were traded on Black Thursday.

				The story of Whitney’s glorious march across that panic-stricken trading floor grew in the retelling—indeed, his colleagues gave him the old Post No. 2, which he proudly displayed in the lobby of his firm’s office suite. He was applauded within the exchange, saluted outside it. Whitney had become famous “quite literally overnight,” and the media spotlight that found him on Black Thursday 1929 would follow him for the rest of his Wall Street career. “All that he did henceforth was to have a touch of magic,” one journalist wrote a few years later. “The way he smiled, the look in his eyes, his merest wisecrack—all were to be noted and related.”

				By Monday, October 28, it was obvious that the bankers behind Whitney’s triumphal bids were fighting in a hopeless cause. That day, the ticker ran almost three hours behind. Bankers continued to gather and confer at the “Morgan corner,” but their own banks’ stock prices were plummeting along with all the other shares; prudence barred further cash pledges. There were reassuring headlines in that morning’s papers: “Bankers Mobilize for Buying Today,” and “Huge Funds Expected in the Market Today for ‘Bargain Buying.’ ” But those predictions were wishful, not real. By nightfall, anyone still trading with money borrowed from a broker had been told to put up more cash or sell their stocks. Some veterans recalled how the exchange had closed its doors for several months when hostilities broke out in Europe in 1914; this bombardment of selling was surely the financial equivalent of war. Some brokerage firms began to clamor for the NYSE to close again until the storm of “mob psychology” blew over. Whitney, now attuned to the impact the closure would have on the very “psychology” the firms were worried about, resisted those demands.

				The New York Federal Reserve Bank, after an emergency meeting of its board in the predawn hours of Tuesday morning, October 29, took extraordinary steps to pump cash into the banks that would have to help steer Wall Street through this storm. The action, taken without the approval of the Fed in Washington, was announced before the market’s opening bell. It was the right thing to do and it no doubt kept some banks afloat and functioning, but it did not cure the panic.

				When the exchange opened for business that Tuesday, the bottom fell out of the nation’s stock market. It was “the most disastrous day in the stock market’s history,” the normally staid New York Times reported. The more theatrical Daily News detected “the dark despair of death” stalking through Wall Street. The basic machinery of the exchange was breaking down. With no bids at all, some stocks had not even opened for trading—forestalling any buyers seeking bargains. Printed orders piled up on shelves and desktops, ignored in the mounting chaos. Immense blocks of stock were dumped on the market for whatever they would fetch. Three million shares were traded in the first thirty minutes of Black Tuesday—at prices that reflected an almost vertical decline from the previous day’s calamitous numbers.

				The pressure on the board of governors to close the exchange became almost overwhelming. Whitney sent an aide out across the floor to discreetly alert the governors to a secret meeting at noon; he knew even a whiff of news about his summons would accelerate the panic. At his direction, board members slipped away from the floor “in twos and threes,” heading not to their usual opulent chamber on the sixth floor but to an obscure administrative office directly below the trading floor. Whitney’s colleagues crowded into the low-ceiling room; some found seats on tabletops, others slumped against the walls. Two Morgan partners, after a brief hassle with security guards, glided in. Whitney noticed how uneasy everyone was—cigarettes were lit, puffed once or twice, then stubbed out only to be replaced with fresh ones seconds later. The long narrow room was soon “blue with smoke and extremely stuffy,” he later recalled.

				Whitney continued to oppose the closure of the exchange and somehow, amazingly, there were not enough votes in that crowd of frightened men to overrule him. The governors temporized, deciding to meet again that evening. They also agreed that, at the first sign of a rally, Whitney would announce abbreviated trading hours to give back-office clerks time to catch up with the mounting paperwork. A feeble rally emerged in the afternoon and, at the evening meeting, the group decided to remain open for another day. As the board members started filing out of the smoky room, Whitney told each of them: “Now get your smiles on, boys!’ ” One journalist later noted that Whitney had always dealt with a challenge “with an absolutely unromantic poker face, save when the situation was so bad that it called for a broad smile.” Confidence was the only weapon he had now to fight the panic at the exchange; the bankers were looking out for themselves.

				Wall Street could not continue at this abnormal pace. Night after night, the lights of the office towers in lower Manhattan had never gone out. Staffers grabbed quick naps on cots or on the floor or, if they were lucky, in nearby hotels, and then went back to work processing trades. Battalions of uniformed messenger boys, ordered to stay on the job without respite, trudged through the darkened downtown blocks carrying millions of dollars’ worth of paper stock certificates from one firm to another. The clerical and administrative workers of Wall Street were exhausted, and there were four trading days left before the closing bell at noon on Saturday. On Black Tuesday alone, more than 16 million shares had changed hands, at prices that represented a loss of about $10 billion—“twice the amount of currency in circulation in the entire country at the time,” according to one account.

				The hoped-for rally arrived on Wednesday morning, and at 1:40 p.m., Whitney hurried up the podium steps to announce that the exchange would delay opening on Thursday for two hours and would observe “special holidays” on Friday and Saturday to deal with the backlog of paperwork. But in making the announcement, as one account put it, an increasingly savvy Whitney “resorted to one more of the dramatic anti-panic devices for which he was showing such flair.” Normally, the tickers fell silent for public announcements like this. But lest anyone should mistakenly think the exchange had closed “even for a matter of seconds, [Whitney] saw to it that the tickers went right on chattering while he spoke.”

				Within a few days, Dick Whitney had gained national prominence. Not only did he carry the flag of the House of Morgan on the exchange floor, he was calmly and effectively leading the nation’s premier marketplace through the worst crisis in its history. He was recognized on the street, consulted at his various clubs, sought out by reporters, treated with greater deference by his peers. “Lives were disintegrating, and he was the man who could hold them together if anyone could,” one account noted. He was becoming the confident face of Wall Street, the voice of unfettered capitalism. He embodied the hope of millions that, soon, the good times would roll again.

			

			
				FRIDAY, NOVEMBER 1, 1929

				A mounted policeman scanned the crowd outside the Rialto Theatre on Times Square as a gleaming limousine pulled up to the curb. Other uniformed officers quickly formed a human corridor from the car to the Rialto’s entrance. The limousine’s rear door opened and movie producer Joseph P. Kennedy climbed out, his tuxedo signaling that this was no ordinary night at the movies. Ruddy and slim with a boyish face and neat auburn hair, Joe Kennedy turned and offered his hand to his fellow passenger. The crowd exploded with cheers as actress Gloria Swanson stepped out into the unseasonably warm Manhattan evening.

				Her noisy fans surged forward. The police chain seemed to waver. Several of Kennedy’s personal aides leapt from the car and quickly surrounded the star, gripping her arms and lifting her several inches off the sidewalk as they hustled her toward the safety of the lobby.

				Even while being voluntarily manhandled, she looked magnificent. Her gold lamé evening coat gleamed like a comet. Those close enough caught a glimpse of a pale blue satin gown trimmed with silky brown chinchilla fur. Dark wavy hair, enormous expressive eyes, a petite but womanly frame—Gloria Swanson was every inch the star Joe Kennedy wanted her to be in public, every bit the alluring female he knew her to be in private. They had been lovers for more than a year.

				The theater marquee proclaimed why they were together tonight: it was the New York premiere of The Trespasser, a Joseph P. Kennedy production and Gloria Swanson’s first talking picture. The family melodrama, in which Swanson not only talked but sang, had opened to rapturous reviews in London and Kennedy was optimistic about its New York success.

				Just turned forty-one, Joe Kennedy could add this laurel to a growing stack of achievements. Wherever he landed, he had piled one business coup on top of another, displaying a buccaneering appetite for risk and ignoring complaints about his sharp dealing and broken promises. Barely a month earlier, a New York Daily News columnist had hailed him as one of the ambitious young men who were displacing the gray-haired barons of business. His deal-making prowess was admired by some, feared by others, but acknowledged by all as something out of the ordinary. But this—a glittering premiere, with one of Hollywood’s most charismatic stars on his arm and in his bed—this was some heady new species of success.

				The theater soon filled up with his invited guests, prominent bankers, brokers, and businessmen who had been woven into his life as a Wall Street speculator, financial consultant, and motion picture executive. But some of the guests had known him since his boyhood in the Irish precincts of Boston, where his father had been a successful saloon owner and a cog in the local Democratic Party machinery—and where his wife Rose’s father, John “Honey Fitz” Fitzgerald, had stepped down from his second term as mayor in 1914 but remained a prominent and irrepressible Democratic gadfly.

				Joe Kennedy had no interest in following in the footsteps of either his father-in-law or his late father, who had died earlier that year. He had attended the elite Boston Latin School, a competitive public school whose alumni included founding father John Hancock and philosopher Ralph Waldo Emerson—and whose sports rivals included Dick Whitney’s teams at Groton. Kennedy had been an excellent athlete but his grades were less impressive so he had been held back and squeaked into Harvard a year behind Whitney, as a member of the Class of 1912. The two men had lived in essentially different worlds that overlapped on the Cambridge campus, one a world of pedigree and privilege with doors opening directly into the corridors of power, and the other a world of outsiders, fenced in by the prejudices of Boston’s ruling class.

				Like Whitney, Kennedy dreamed of getting rich in the world of finance. Boston’s anti-Catholic bias put a job at any prominent bank beyond his reach, so he had passed the state test to become a bank examiner, sitting in judgment of bankers who wouldn’t hire him. His expertise had been useful when his father bought a stake in a struggling neighborhood trust company and, in January 1914, put his twenty-five-year-old son on the board as president. With a flair for self-promotion, Kennedy had portrayed himself to the media as “the youngest bank president” in Massachusetts.

				In October of that year, Kennedy had married Rose Fitzgerald, a darling of the local newspapers through her poised appearances at her father’s campaign events and her romps through Irish Boston’s whirl of society parties. The Catholic wedding service, held in the private chapel of Boston archbishop William Cardinal O’Connell, had been front-page news in The Boston Globe, which described the bride as “the talented and charming daughter” of the former mayor and the groom as “president of a local trust company.” The couple had settled into a comfortable life, with his days spent at the bank and her days filled with social engagements and, soon, a growing family. Their first child, Joseph P. Kennedy Jr., had been born in July 1915. In steady succession, baby Joe had been followed by John Fitzgerald in 1917, Rosemary in 1918, Kathleen in 1920, Eunice in 1921, Patricia in 1924, Robert in 1925, and Jean in 1928.

				When the United States entered the European war, the Irishman in Joe Kennedy wasn’t eager to risk his life to help bail out the British Empire. He had spent the Great War in the shipbuilding business, as assistant manager of a Bethlehem Steel shipyard in Quincy, Massachusetts. He had made sure the workers had housing, food services, reliable transportation, and medical care during the Spanish flu epidemic—and had overseen the shipyard’s baseball team, drawing on his prowess on the Harvard team. Decades later, he would claim that, during these years, he had been bested in a naval contract dispute by the tough young assistant secretary of the navy, a patrician New Yorker named Franklin D. Roosevelt, whose political ambitions Kennedy would later support. Newspapers that closely covered the shipbuilding industry in the Boston area did not print a word about the almost certainly apocryphal conflict—which supposedly had climaxed when marines invaded the shipyard, seized two disputed Argentine battleships, and sailed them away in broad daylight. Roosevelt’s own papers from those years were silent about the alleged episode. Indeed, nothing ever backed up the claim except Kennedy’s word—and that was a weak staff to lean on.

				After his experience as a bank president, Kennedy had invaded the booming world of Wall Street bearing the shield of the successful brokerage firm of Hayden, Stone. “It is easy to make money in this market,” he said as he dove into it. “We’d better get in before they pass a law against it.” He parlayed his contacts at the firm into a stake in the nascent motion picture industry, and through a series of mergers and consulting arrangements, became a millionaire many times over.

				His attractive family had grown up in the sheltering arms of that wealth, with homes on Cape Cod and in the expensive enclave of Bronxville, New York, and leased villas in Florida during the northern winters. Rose and the children, frequently with her parents in tow, traveled on luxury liners to Europe. The children attended private schools, pursued expensive hobbies, and rode in chauffeured cars. When Kennedy was home, he quizzed them at meals about current events and their schoolwork. But as his Hollywood interests expanded, those visits had recently become shorter and less frequent.

				Kennedy’s family did not feel any jolts from the stock market crash in late October 1929. Like dozens of major American corporations, Kennedy’s business interests—chiefly RCA and the RKO theater chain—had made money lending spare cash at sky-high rates to finance Wall Street speculation. But Kennedy himself had grown uneasy about what seemed increasingly to be a sucker’s market. He had liquidated most of his investments in the spring of 1929 and cashed out of his RCA stock in early October, avoiding the worst of that month’s losses. As November arrived, he was flush with cash and fully focused on his lover’s film premiere.

				Indeed, the market crash almost seemed to be old news on that warm, glittering night. The stock exchange, closed that day to deal with more paperwork, had rallied in an abbreviated session the day before. The Federal Reserve, prominent bankers, Wall Street executives, and Washington officials from President Hoover on down were all expressing confidence that the worst was over. The news was sure to have put Kennedy’s wealthy guests into a better mood for the evening’s entertainment.

				Kennedy settled into his seat at the Rialto as the lights dimmed and The Trespasser began.

				There were technical difficulties. The voice recording was not precisely synchronized with the flickering black-and-white images on the screen. Luckily, the reviewers had seen the show at an earlier screening when everything had worked perfectly. The film ended with enthusiastic applause that deepened into a standing ovation as Gloria Swanson made her way onto the stage. She said a few graceful words and glided back to Joe Kennedy’s side. The rest of the evening was filled with celebratory parties and the ritual wait for the favorable reviews in the early editions of the city’s many newspapers.

				The next day, Swanson and her entourage packed up for Chicago and the film’s premiere there, after which they would travel on to Hollywood. She would later claim that, some weeks before the New York premiere, she had been secretly summoned from her Manhattan hotel room to meet with a senior Catholic Church official from Boston, who had asked her to end her romantic relationship with Kennedy. Her lover “had sought church permission to live separately” from his wife, the cleric had told her. She had refused to discuss the matter and stalked out. Swanson “could talk about how discreet she was,” one Hollywood historian noted, but by the time of this New York premiere, “Joe and Gloria’s affair had been going on for well over a year and had reached the level of Hollywood common knowledge.”

				On the day after the premiere, as Swanson prepared to head west, Kennedy settled down to business in New York. He planned to keep an eye on ticket sales at the Rialto and to promote the film to other theater chains across the country. Given the stacks of newspapers he collected for early reviews, he could not have missed the front-page business news on Saturday: the collapse of the giant Foshay utility holding company in Minneapolis. According to the papers, the court-appointed receiver blamed Foshay’s sudden failure on “overexpansion” of the conglomerate’s business and “contraction of securities sales” on Wall Street.

				The sale of securities on Wall Street had become the lifeblood of utility holding companies like Foshay in Minneapolis and, to an even greater extent, Samuel Insull’s sprawling utility empire based in Chicago and the burgeoning Associated Gas and Electric combine in New York. As electric power spread into more unlit corners of America in the 1920s, these holding companies had grown and multiplied by selling shares in complex layers of subsidiaries. The results for customers were higher electricity bills, padded by a lot of self-dealing corporate overhead. The results for investors were upside-down pyramids, with millions of shareholders and bondholders depending on revenue from a small base of actual moneymaking utilities. The results for a small cadre of insiders were breathtaking wealth and almost total management control, obtained with just a sliver of their own cash.

				That was the way Wall Street worked, Kennedy knew. As he saw it, the insiders—those who knew the confidential financial details, who were alerted to price manipulations in advance, who used their seats on countless corporate boards to pick up early news and to promote their own interests—were the real players. Everyone else? Just suckers, mostly: sad, failed men whose borrowed dreams had ended in ruin over the past months, or in suicide in the past weeks.

				Kennedy was temporarily out of the Wall Street game, but whenever he stepped back in, it would be as an insider. Nobody who knew him doubted that. And almost all the insiders did know him. He had been helping some of them manipulate prices on Dick Whitney’s stock exchange since the early 1920s, and when the market settled down, he would be happy to engage in those games again.

				By Thursday, November 7, The Trespasser had set a record for box office receipts in its first week, and Kennedy was getting the word out to other theater owners to whip up their interest. The stock market was faring less well: after closing for city elections on Tuesday, November 5, it saw its prices continue to fall, putting pressure on many of Kennedy’s friends on Wall Street. But that was their problem, not his. As the weekend approached, he prepared for his own return to his Los Angeles life and to his lover and business partner, Gloria Swanson.

			

			
				FRIDAY, NOVEMBER 8, 1929

				The chandeliers of the crowded Hotel Roosevelt ballroom in midtown Manhattan illuminated the beaming face and leonine head of New York governor Franklin D. Roosevelt, a distant Democratic cousin of the Republican president for whom the hotel was named. The governor did not betray any concern about the empty seat at the head table—a seat that should have been filled by former governor and failed Democratic presidential candidate Alfred E. Smith.

				Roosevelt was the guest of honor for the annual alumni association dinner for the Columbia University Law School, where he had studied more than twenty years earlier. Hundreds of formally dressed lawyers and judges were chatting and eating before the speeches began. Near the head table, a lectern was equipped with the big boxy microphones that would carry the evening’s speeches out to radio listeners across the region. The alumni association president anxiously checked his watch and scanned the ballroom’s entrances for a glimpse of Al Smith, who was scheduled to speak just before the governor. In the broad, faintly British accents of his privileged upbringing, Governor Roosevelt traded genial banter with the university’s longtime president.

				In his remarks, the university leader intended to remind the conservative audience—most of whom had likely voted against Roosevelt in the previous year’s gubernatorial election—that “when a man was chosen for public office, he represented all of the people and was entitled to their whole-hearted cooperation”—or, at least, their courtesy during the public radio address to come.

				But what could explain the discourtesy of Al Smith? There had been reports of some friction between the two Democratic politicians, but no one dreamed Smith would neither show up at this honorary dinner for Roosevelt nor call to explain his absence. As the moment for the radio broadcast neared, the alumni president quickly adjusted the evening’s program—Roosevelt would speak directly after the university president, with a spot left at the end for Smith, if he showed up.

				In his remarks, Roosevelt called for a thorough reform of the legal system so that everyone, whether rich and powerful or poor and friendless, would receive evenhanded justice from the police and the courts. He warned his audience not to be lulled into complacency by the fact that two prominent officials—the state’s former banking superintendent and President Harding’s former Interior secretary—had recently been found guilty of accepting bribes. In his rolling cadences, Roosevelt pointed out that the mere fact that these convictions were seen as remarkable and newsworthy “is in itself a proof that what should be a matter of course is received by the great majority of the people as an extraordinary triumph of right over might.”

				Roosevelt’s call for equal justice may have drawn rueful looks from the city reformers in the audience. That week, New Yorkers had gone to the polls and reelected, by an enormous margin, the dapper Mayor Jimmy Walker, the darling of the Manhattan Democratic machine known as Tammany Hall and the overseer of a notoriously corrupt city government. If anyone seemed well beyond the reach of justice, it was Mayor Walker and his cronies. Roosevelt’s uneasy arm’s-length alliance with Tammany Hall left the governor constantly at risk of guilt by association whenever some new outrage was uncovered.

				After Governor Roosevelt’s speech ended, the alumni association president stepped to the podium. “Up to this morning Governor Smith was expected to be here—up to now he is expected,” he said. “It is a matter of deep regret that he is not [here], for he is beloved throughout the state. The next move is, I suppose, to declare this dinner adjourned.”

				Smith had planned to attend the alumni dinner. Indeed, he had been getting into his formal wear at 7:30 p.m. that evening when he got shocking news: James J. Riordan—a popular Democratic donor whose friendships stretched from patrician Franklin Roosevelt to buccaneering Joe Kennedy—had blown his brains out in his Greenwich Village townhouse.

				Seized by grief, Smith forgot entirely about the Roosevelt dinner and immediately left for Riordan’s home. Smith and Riordan had been close friends and frequent business associates for more than a decade. Less than a week earlier, they had jointly invested in a big Miami hotel. Beyond the searing personal tragedy, the suicide had the potential to become a political calamity for Roosevelt and the state’s Democrats. Riordan was the founder of the County Trust Company, a small but politically important bank in Greenwich Village. Al Smith served on its board along with Vincent Astor, one of
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