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CHAPTER 1


“GREAT MEN”

Even among the great Wall Street firms—Goldman Sachs, Morgan Stanley, and Merrill Lynch—Lazard Frères & Co. stood apart, explicitly priding itself on being different from, and superior to, its competitors. For 157 years, Lazard had punched above its weight. Unlike other Wall Street banks, it competed with intellectual rather than financial capital and through a hard-won tradition of privacy and independence. Its strategy, put simply, was to offer clients the wisdom of its Great Men, the finest and most experienced collection of investment bankers the world had ever known. They risked no capital, offering only the raw Darwinian power of their ideas. The better the idea, and the insights and tactics required to achieve the result contemplated by it, the greater was Lazard’s currency as a valued and trusted adviser—and the larger were the piles of money the Great Men hauled out of the firm and into their swelling bank accounts. The lucky few men—yes, always men—at Wall Street’s summit have always been portrayed as ambitious and brilliant on the one hand and unscrupulous and ruthless on the other. But the secret history of Lazard Frères & Co., the world’s most elite and enigmatic investment bank, twists parts of this conventional wisdom into knots of unfathomable complexity. The Great Men chronicled herein amassed huge fortunes—to be sure—but they refused to admit to anyone, least of all to themselves, that their pursuit of these riches led to relentless infighting. Instead they spoke, without irony, of being part of a Florentine guild and of advice whispered to heads of state and to CEOs of the world’s most powerful corporations, while all the time attempting to preserve the mythical special idea that was Lazard. They also, to a person, craved an equally elusive chimera: the assurance that somehow, despite everything, they alone had remained virtuous.

But starting in the mid-1980s, the wisdom of Lazard’s Great Men strategy began to show its considerable age, especially when Lazard was compared with its better capitalized and more powerful and nimble foes. The firm’s numerous strategic missteps were exacerbated by the increasingly titanic generational struggle inside Lazard between the likes of Felix Rohatyn and Steve Rattner—superstar investment bankers and pillars of New York society—as well as by the bizarre behavior of the increasingly isolated and bitter Michel David-Weill, the French billionaire who controlled Lazard and fomented the struggle from his imperial lair. And at the climactic moment, Bruce Wasserstein, the supreme opportunist, came along to pick Michel’s considerable pockets. The decades of internal turmoil and paternalistic management led ultimately to the once-unthinkable: a Lazard Frères free from its founders, as a publicly traded company just like any other, its operational flaws and obscene profitability open to the world—its special cachet lost forever.

The story of Lazard has always been one of internecine warfare, calamity, and resurrection, proving definitively that the forces of “creative destruction”—in the Austrian economist Joseph Schumpeter’s famous observation—are alive and well to this day in American capitalism.
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OF ALL LAZARD’S Great Men, none was greater than Felix George Rohatyn. Felix was considered by many to be the world’s preeminent investment banker. He was the man who saved, first, Wall Street and then New York City from financial ruin in the early 1970s. For some thirty years at the end of the twentieth century, he had unofficially presided over Lazard Frères, helping to transform it into Wall Street’s most prestigious, enigmatic, and mysterious investment banking partnership. But on one of those impossibly close days in our nation’s capital, in the summer of 1997, Rohatyn found himself at the end of his tenure at Lazard, testifying before a Senate subcommittee in hopes of obtaining ratification of his appointment to a position he had long maintained was beneath him.

“It is a great honor for me to appear before you today to seek your consent to President Clinton’s nomination of me to serve as the next American Ambassador to France,” the sixty-nine-year-old Felix told the Subcommittee on European Affairs of the Senate Foreign Relations Committee. “It is also a very emotional experience, for many reasons.… I am, as you know, a refugee who came to this country from Nazi-occupied Europe in 1942. As long as I can remember, going back to those very dark days, being an American was my dream. I was fortunate to achieve that dream, and America has more than fulfilled all of my expectations. To represent, at this time, my adopted country as her Ambassador would be the culmination of my career; to have been nominated to represent my country in France, a country where I spent part of my childhood and with which I have had a lifelong relationship, both professional and personal, seems to me more than I could ever have hoped for.”

In truth, the thick-browed, beaver-toothed Felix had for more than twenty years campaigned relentlessly for more, much more. With absolute clarity of mind, he knew he deserved better than an ambassadorship, a position he once likened to that of butler. Felix was the Great Man of Lazard, Le Corbusier of the most important mergers and acquisitions, or M&A, deals of the second half of the twentieth century, the ultimate rainmaker and corporate confidant, who year after year single-handedly generated hundreds of millions of dollars in fees for himself and his partners, thereby controlling his colleagues through a delicious combination of fear and greed.

After all, who could possibly afford to disobey a man who put so much money into his partners’ pockets while taking far less than he was entitled to? When Felix called or wandered through Lazard’s spartan offices in One Rockefeller Center, his partners snapped to attention, dropped whatever they might be doing, and acceded to his every wish. As his deal-making prowess continued unabated over the years, he had somehow also found the energy to volunteer his precious time and incomparable insights to solve two of this country’s major financial crises of the second half of the twentieth century.

First, in the early 1970s, he worked round the clock to cobble together solutions that stanched the bleeding caused by the “back-office crisis” afflicting many of the largest old-line Wall Street brokerages. Through a series of nail-biting and courageously conceived mergers, Felix prevented the meltdown of a large part of the securities industry. Second, he is credited with almost single-handedly devising the financial rescue package that saved New York City from bankruptcy in 1975, standing tall against President Gerald Ford and his incendiary refusal to help. With these matters resolved satisfactorily, Felix became Hamlet, the lone voice, the Democrat in exile during the fallow years of Ronald Reagan and George H. W. Bush, exhorting the party faithful to action through his regular dispatches in the tony pages of the New York Review of Books, creating what became nothing less than the Rohatyn Manifesto. He courted the great intellectuals and leaders of the day in his genteel salon on Fifth Avenue and at his annual Easter egg hunts at his Southampton manse. He was the epitome of the Great Man.

By the time of Bill Clinton’s election in 1992, he not only wanted desperately to be secretary of the Treasury but believed he had earned it. Maybe he even was owed it. Indeed, some believe he had wanted the post as early as the Carter administration. Had Jimmy Carter been able to win another presidential election and had Felix been less critical of Carter in his writings, speeches, and interviews, he might have had a shot. But in 1980, Carter lost in a landslide to Ronald Reagan. So Felix had waited stoically through the two Reagan terms and that of the first Bush for the return of a Democrat to the White House. His moment had finally arrived, along with Clinton’s, in November 1992. Felix vigorously lobbied for the Treasury secretary post, through the clandestine channels that exist for such genteel advocacy and by manipulating the levers he had pulled for years with the dexterity of a maestro: his legendary orchestration of the notoriously fickle troika of corporate chieftains, New York society, and the press was the envy of every investment banker and corporate lawyer on the planet.

And yet Felix’s considerable efforts had fallen short, for reasons that begin to reveal the many nuances and contradictions of one of America’s most powerful—and least scrutinized—men. When Clinton came to see Felix in his diminutive, picture-lined Lazard office during the election season of 1992, the Napoleonic Rohatyn received him coolly and enigmatically, having for some reason failed to fully perceive the Clinton juggernaut. He chose instead to lend his considerable prestige to the third-party candidate H. Ross Perot, the Texas billionaire and founder of EDS Corporation, who was his former client.

Felix had first met Perot in the early 1970s at the urging of John Mitchell, Richard Nixon’s first attorney general. Mitchell thought Perot would be helpful to Felix in solving the New York Stock Exchange crisis. Felix then brokered a deal whereby Perot invested what turned out to be close to $100 million in DuPont Glore, a failing old-line brokerage. Perot’s investment at the time represented the largest amount of money ever invested by a single individual in a Wall Street firm. DuPont Glore failed anyway, and Perot lost his investment. Yet his friendship with Felix blossomed. Felix served on EDS’s board of directors and advised Perot on the sale of EDS to General Motors. He rewarded Perot’s loyalty by supporting him through much of the 1992 presidential campaign—a point Felix tries to parse today, in hindsight. But Perot’s presidential aspirations were predictably unsuccessful, as were, not surprisingly, Felix’s own to become secretary of the Treasury after Clinton’s election.

Even though many important and influential people believed Felix to be immensely deserving, through a combination of hubris, bad luck, and political miscalculation he didn’t get the prize. Clinton turned first to Senator Lloyd Bentsen and then to Robert Rubin, the former co-CEO of Goldman Sachs—a man nine years Rohatyn’s junior with nary a trace of his civic accomplishments or reputation. But Rubin had been doing something that Felix had not been willing to do, that Felix had felt uncomfortable doing: Rubin had raised millions of dollars for Clinton and for the Democratic Party. There are rewards for that kind of thing.

In his memoir, In an Uncertain World, Rubin makes no mention of perceiving any competition with Felix for the Treasury job. But he does recount, with some frustration, Felix’s Great Man status and his preeminence as a banker. Rubin had hurt his back just prior to a board of directors meeting for one of his clients, Studebaker-Worthington, at which Rubin and Goldman were to play the dual role of board members and investment bankers. Rubin recounted how he attended the Saturday board meeting, at the request of the CEO, Derald Ruttenberg, lying flat on his back, as the board met to consider whether to sell the company.

“I thought,” Rubin recalled, “If I don’t go, he’ll hire Felix Rohatyn—the renowned investment banker from Lazard whom Ruttenberg had also mentioned. I couldn’t walk for more than a few yards at the time, or even sit, but I went to Ruttenberg’s office and lay on his window seat. We got the business, though much to my dismay, Ruttenberg gave Felix part of the fee. (It’s more than twenty-five years later, but I still remember the amount.) Ruttenberg said he wanted Felix to be satisfied, given his importance in the world.”

His importance in the world. Rubin, as capable of flattery as the next monumentally successful investment banker, was simply and matter-of-factly acknowledging Felix’s canonical position among the power elite of merger advisers, a rare breed of peacock the brightness of whose plumage had been known to fade from year to year.

Regardless of the decade, Felix has been a constant atop the leader-board of M&A advisers. Even today, at seventy-eight, his diplomatic career complete, he still advises powerful CEOs on their most important deals and receives millions of dollars in fees for his work.

At Lazard, Felix had come to personify the firm’s unique—and uniquely successful—business strategy of employing the smartest and most experienced investment bankers to offer ambitious corporate CEOs sagacious insight on how to do deals, and nothing more. No loans. No underwriting of debt or equity (or barely any). No published research. No questionable off-balance-sheet financing “vehicles.” Only Great Men offering advice to the world’s business leaders. There was a good deal of myth to this legend, of course, since as with any large group of people, the 80-20 rule applied to Lazard as well—with Felix among the 20 percent of the partners who produced 80 percent of the revenues.

But unlike his mentor, the tyrannical and legendary André Meyer, Felix found offering advice to clients exhilarating—and he was bored by management responsibilities. He often described Lazard as simply “a group of important people, giving important people advice.” Felix was proud to be solely an adviser whose wisdom was sought out internationally for cogent, insightful advice on mergers and acquisitions: nothing more, nothing less—and not a trace of apology for not being the top underwriter of junk bonds (a product he railed against) or equity offerings. No frustration with not being a private-equity investor. The Big Boys, a 1986 book by Ralph Nader and William Taylor, referred to Felix as “the interstitial man,” someone who gets in the middle of things. Raymond Troubh, a former Lazard partner, was one of many people quoted by Nader and Taylor about Felix.

“Felix is enveloping the world,” Troubh confided. “He is sort of the Henry Kissinger of the financial arena. He is stepping into politics as Kissinger is stepping into finance.… But I don’t think his [public role] was a calculated decision. He never said, ‘I’m going to be prominent on the public scene.’ He wanted to be a great investment banker. That brought him into the eyes of the kingmakers in different arenas, in New York and Washington, and from then on his ability pushed him.… I equate him with Kissinger, who I think is an outstanding example of a combination of brilliance, power and will to win. I put Felix in the same basket, exactly the same basket.” In his own interviews with Nader, Felix deflected the Kissinger comparison in a way that betrayed his hidden insecurities. “Oh, because we are foreign born,” Felix allowed. “Because we are negotiators. Also, we are friends. But Henry has wielded levers of power that I haven’t come close to.” In his response to Nader, Felix conveniently overlooked one important trait he shared—and shares—with Kissinger: an insatiable desire to control all that is written about him. Accordingly, Nader also dubbed Felix “the Teflon investment banker” for his ability to generate impressive amounts of fawning publicity that ignored some of his more questionable judgments.

For years, Felix preferred to think of himself more in the mold of his hero, Jean Monnet, today a relatively obscure French economist, but essential to the creation of the European Common Market. Monnet never held a post in any French government. “But he accomplished a great deal,” Felix told William Serrin of the New York Times in 1981. “I don’t flatter myself into thinking I’m Jean Monnet. But I believe that ideas in themselves have great power, if you have a platform that has legitimacy.”

Felix made the Monnet comparison often during the 1980s, the basic message being that one does not need to hold a powerful public office to introduce powerful ideas into the public debate. In 1982 he gave the commencement address at Middlebury College, his alma mater, and made Monnet the subject of his speech. “Monnet played the roles of negotiator, agitator, propagandist, tactician and strategist, which are needed to effect fundamental political change in a democratic society,” he told the graduates. Four years later, Nader asked Felix whether his 1982 description of Monnet was equally applicable to himself. “Sure, absolutely,” Felix replied. “It is the only role I can play. It is the only role a private citizen can play as long as you have some sort of platform. That’s why Monnet was always my role model. He was never a member of government. He never held a cabinet position. He never ran for office.”

Such an extraordinary comparison of an investment banker to a man of great political and economic accomplishment is simply not conceivable today (with the possible, ironic exception of Bob Rubin). Felix alone compares favorably. The aftereffects of the collapsing stock market bubble and the plethora of corporate scandals have left many observers believing that bankers are self-interested and greedy rather than purveyors of independent advice. “Investment bankers, as a class, are the Ernest Hemingways of bullshit,” explained one well-known private-equity investor. Felix had few peers in the days when offering CEOs strategic wisdom was the métier of a select handful; he has none now that it is the medium of the many.
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BUT THOSE WHO knew Felix best would recognize, for all the sincerity in his voice, the irony of the moment on the eve of his confirmation as the ambassador to France. Seated before the senators was indeed a remarkable man, whose life had resulted from the alchemy of mid-twentieth-century European history—complete with a wild dash across Europe, North Africa, and South America to escape the Nazis—and the American Dream. Felix may have come as close as any man—certainly any Jewish man—in the past century to replicating, in his own, less ostentatious way, the extraordinary financial, political, and social influence that J. P. Morgan had wielded in the previous one.

But unlike Morgan, who seemed satisfied with both his incredibly great wealth and the great power attached to it, Felix desperately wanted political influence on the world stage. But he was also an accomplished enough spinmeister to claim not to seek power overtly, either. “I think power is something you can’t run after,” he told Nader and Taylor. But when it came to politics, Felix would have to content himself with following Thomas Jefferson’s footsteps along the Rue du Faubourg Saint-Honoré, in Paris, without having a prayer of following his path farther to Washington. His inability to achieve his political ambition is one of the very few failures in his otherwise charmed life. In a way, Felix had succeeded in becoming his hero, Jean Monnet.

To be sure, Felix’s investment banking accomplishments are legendary. He alone can claim to have advised corporate executives on transformational deals in each of the last five decades across disparate industries. One could argue, quite rightly, that Felix invented the persona of investment banker as trusted corporate M&A adviser. Although he might find the comparison indelicate because he abhorred junk bonds, in the 1960s Felix divined the business of providing independent M&A advice to corporate chieftains in much the same way as the infamous Michael Milken conjured up the high-yield junk-bond market in the 1980s. In an utterly typical week in January 1969, for instance, Felix had many meetings, including those with Howmet, a French aerospace company where he was on the board of directors, and with Harold Geneen (CEO of ITT), Nicholas Brady (then a banker at Dillon Read and later the U.S. Treasury secretary), and the CEO of National Cash Register. On another day that week, he had meetings with both Herb Allen, the billionaire patriarch of Allen & Co., a media investment bank, and Pete Peterson, the newly appointed secretary of commerce in the Nixon administration and his former client when Peterson was CEO of Bell & Howell. The next day, after two internal meetings, he had meetings with the chairman of General Signal Corporation, the chairman of the Continental Insurance Companies, and ITT executives. Finally, there was again a meeting with the chairman of General Signal and with the CEO of Martin Marietta. His weekly schedule also noted that his son, Nicholas, had his tonsils removed.

Felix’s tale is very much the affirmation of a refugee’s idealized version of the American Dream. Felix’s family is from the town of Rohatyn in the Ukraine, part of a region that has been conquered and reconquered for centuries. Before World War II, Rohatyn was somewhat of a Jewish enclave, especially after 1867, when Jews were granted full rights as citizens of Austria-Hungary. The 1900 census for the town shows a population of 7,201 people, with 3,217 of them Jewish. By 1939, Rohatyn still had 2,233 Jews. Today there are no Jews in the town of ten thousand, although the decrepit remains of a Jewish cemetery are still evident. A number of organizations in New York and Israel are dedicated to preserving the history of the Jewish families of Rohatyn. According to Felix, not only was his great-grandfather “the grand rabbi of the region” but “he was also a reasonably able capitalist, since, according to the stories, he owned some stables and rented them to the Polish cavalry.”

At the turn of the twentieth century, his forebears moved to Vienna—probably having taken the name Rohatyn from their town of origin—where his grandfather became a member of the Vienna Stock Exchange and the proprietor of a small bank, Rohatyn & Company. He also owned several breweries. Felix’s father, Alexander, worked in the breweries, and over time he managed them for his father. In 1927, Alexander married Edith Knoll, an accomplished pianist “who came from a family of wealthy Viennese merchants.” Felix was their only child, born in Vienna on May 29, 1928. Although circumstances prevented him from staying in Vienna long, something of the city’s musical gestalt seeped into his bloodstream. He failed to develop any musical skills but appreciates classical music and still listens to it for hours at his Fifth Avenue home, while reading or writing. His favorite composers are Beethoven, Schumann, and Brahms. And the one piece of music he “would take to a desert island, if I could only take one,” would be Mozart’s Mass in C Minor. “It is the music I sort of take refuge with… no matter what I’m doing and I have some time and I’m home,” he said. “I find it touching. I find it remarkable.”

Economic reality quickly overtook the Rohatyns. Felix’s grandfather was a bit of a speculator, and in the hangover from the Great Depression that swept across Europe in the early 1930s, he “rapidly lost all of his money,” causing the failure of his bank. Thus began the small family’s quasi-nomadic existence in Eastern Europe as Alexander moved from one of his father’s remaining breweries to another. The first stop was Romania, where the family moved shortly after Felix was born so that his father could manage a brewery there. They returned briefly to Vienna in 1935, but in the wake of the July 1934 assassination of Chancellor Engelbert Dollfuss by the Austrian Nazis the growing specter of anti-Semitism was palpable. “I mean, the Austrians were Nazis themselves,” Felix explained some seventy years later. The family quickly moved again, this time to France and in particular to Orléans, a city south of Paris on the Loire River. Alexander became the manager of another of his father’s breweries.

Once there, though, Felix’s parents divorced. “A very traumatic thing for me,” Felix told The New Yorker. And when he was eight, his mother sent him to a French-speaking boarding school in Switzerland. “I remember that at the time I was so unathletic and overweight that I had great difficulty in tying my shoelaces,” he said. “It took me so long to get dressed in the morning that I would go to bed with my pajamas over most of my clothes in order to save time. It was not a very glorious exercise.” While Felix was away at school, his mother married Henry Plessner, a prosperous scion of a Polish Jewish family that owned a precious-metals trading business. The Plessners moved to Paris, where Henry ran the family operation. Plessner, a devoted Zionist, developed significant business relationships with both Lazard Frères et Cie in Paris and Les Fils Dreyfus, a small Swiss bank founded in Basel in 1813. Although Felix didn’t get along with his stepfather at first, Plessner’s relationships would prove to be very valuable to Felix.

The story of Felix’s escape from the Nazis is intense and personal, and says much about his outlook on the world—especially when the multiple layers of veneer that he has applied to it over the years are stripped away. In 1938, Felix left his Swiss boarding school and returned to Paris. He remembered the continuous droning of the air raid sirens in the streets of Paris following the German invasion of Poland, and France and England’s declaration of war. He carried a gas mask with him to school. There were big posters all over Paris declaring that the French would defeat the Germans. In May 1940, as the German armies were approaching the outskirts of Paris, he mistook for thunder the artillery outside the window of his luxurious Sixteenth Arrondissement apartment. His mother, Plessner’s mother, and the family’s longtime Polish cook fled Paris and headed south in their car. Strapped to the roof were mattresses. They also took with them as many gas coupons as they could find. In what is now one of the legendary Felix stories—whether apocryphal or true is not clear—his mother had him open the end of several tubes of Kolynos toothpaste and fill them with gold coins from a collection his stepfather had assembled. His stepfather, meanwhile, who remained a Polish citizen, had already been taken to an internment camp in Brittany for Jewish refugees. His outspoken Zionism had landed him on a Gestapo list. Thus began Felix’s well-documented two-year odyssey across three continents, which took him and his family to Biarritz, Cannes, Marseille, Oran, Casablanca, Lisbon, Rio de Janeiro, and then finally to New York City—“the classic route, false papers, the whole bit,” he told the Wall Street Journal in a 1975 profile. His harrowing escape across war-torn Europe couldn’t have been more different from that of his future Lazard partners André Meyer and Pierre David-Weill, although in a way it was probably every bit as harrowing as the clandestine existence in the French countryside of Michel David-Weill—Pierre’s only son.

At the outset, Felix’s mother decided the family would be safe if it could get to Spain. So they set out to get across the Spanish border before France fell to the Germans. “We started driving down with thousands of other cars and trucks and bicycles and people walking along the roads,” he explained more than sixty years later. “The roads were jammed, and every now and then German planes were coming over and strafing a little bit here and there. We kept going down [toward Spain], and we had to bribe people at gas stations to sell us coupons.” Felix was eleven years old, and the Germans were sweeping through France. The family managed to get to Biarritz, the glamorous French city on the Atlantic coast adjacent to the Spanish border. Just before the Germans arrived in Biarritz—and even though they did not have Spanish visas—the family went to the closest town on the French-Spanish border, Saint-Jean-de-Luz, a picturesque fishing port, where guides were known to help refugees navigate the border crossing. But Plessner’s elderly mother wasn’t strong enough for a hike across the Pyrenees. So just as the Germans were occupying Biarritz and marching past the optimistic French posters—“something I will never forget,” Felix said—the family set off again, this time for Cannes, on the Mediterranean.

The armistice had just been signed in June 1940, creating a divided France: German-occupied France and Vichy France. For a family of Jews from Vienna, there were not many good options. Biarritz was in German-occupied France. Cannes was in Vichy France, although still unoccupied by the Germans. “And we thought, clearly it’s not good either way, but we’ll be better off in Vichy France than in German-occupied France,” Felix explained. “So we decided to try to drive down to Vichy France and to go south in order to ultimately try to get visas to go someplace. But we didn’t really have any papers to get across these demarcation lines. And my mother talked to a guy in a hotel or something about some back roads that we could use to get across there, where there wouldn’t be any German checkpoints. It was very early in the occupation. And so we took a secondary road out of Biarritz and we came around, out of the woods, and there was this long line of cars because there’s a German checkpoint. And I didn’t know much, but I knew enough to know this was bad news. And so we were there in this line and we couldn’t turn, so we were inching along. And the car was getting closer and closer. I knew there was a young German soldier checking something. And finally we got there, and he decided to light a cigarette. And he waved the car ahead of us through, and my mother took her driver’s license and waved it at him and he motioned us through. I don’t think he stopped the car behind us or two cars behind us, but I mean it was very close. It was very close.” Felix told The New Yorker that ever since this life-or-death incident, “I have felt that I had a great debt to somebody somewhere.” Of this same incident, he told the New York Times columnist Bob Herbert in 2005, “It was a miracle.” Somehow his mother was able to get messages to his stepfather, who had managed to escape, along with some others, from the internment camp. “As the Germans were coming in one side of the camp, they jumped over the other side and four of them stole a car and drove south,” Felix explained. “And because they were always just a few miles ahead of the German columns, everybody thought they were Germans, so they got gasoline and stuff like that.” Felix and the women kept driving south to the Mediterranean and stopped at a pension de famille—a small hotel—between Cannes and Marseille, where at last Plessner joined them. They stayed at the pension for nearly a year.

The Rohatyns’ next objective was to try to secure visas to get out of Vichy France into a safer country, preferably America, which to Felix represented freedom and opportunity. “There were always hidden radios wherever we were going—because you weren’t supposed to listen to overseas broadcasts—but I had managed to listen to Roosevelt and Churchill speaking, even though I didn’t speak the language very well,” he explained. Roosevelt inspired him. But visas to America were extremely difficult, if not impossible, for Jews to obtain. Visas to South America were slightly more plentiful, but only on the express condition that once they were obtained, the holders would make no effort to actually immigrate to the specified country. “Securing these visas was a dangerous and agonizingly difficult process,” Herbert wrote in the Times. Exacerbating Felix’s parents’ overall concern was the deal the Vichy government made with the Germans, in April 1941, authorizing the roundup of all foreign-born Jews for deportation to the concentration camps. In all, some seventy-six thousand foreign-born Jews were deported from France with the help of the Vichy government. Some twenty-five hundred returned. The Rohatyns had to get out, fast. Felix’s parents sought to get Brazilian visas but found themselves far down the list—number 447, to be exact—and their prospects for escape were growing dimmer.

Then another miracle occurred. This one, which Felix discovered the details of only recently and by serendipity, involved the courageous intervention of a relatively unknown Brazilian diplomat named Luiz Martins de Souza Dantas, the wartime Brazilian ambassador to France. Souza Dantas helped at least eight hundred Jews escape the Nazis and has since been dubbed “the Schindler of Brazil.” He died in 1954. A recent book about him is titled Quixote in the Darkness. Souza Dantas, who was related by marriage to Katharine Graham (who in turn was related to André Meyer and to George Blumenthal, another Great Man of Lazard in the early twentieth century), helped Felix and his family obtain Brazilian diplomatic visas. They “looked very elegant,” Felix said of the documents.

The Brazilian visas appeared to give Felix and his family a safety net, but they still hadn’t given up the hope of obtaining the coveted safe passage to America. In pursuit of that dream, the family purchased tickets on a ship going from Marseille to Oran, a bustling port city in northwestern Algeria. The idea was to go from North Africa to Lisbon, one of the few places where it was still possible to secure visas to America. But the passage to Oran did not go smoothly, either. “As a last step, you had to go see somebody that was on an Italian commission because the Italians had taken over that part of France,” Felix explained. “And they didn’t like our papers, so they took us off the boat. And we didn’t really know what was going to happen to us.” But two weeks later, they tried again to take the ship to Oran. This time they were not taken off the boat.

They made it to Oran just as it appeared the Germans were set to invade Algeria, too. So they quickly took a train to Casablanca, Morocco. Felix has seen the movie Casablanca so many times that the reality of his experience in the city is utterly intertwined with Bogart’s portrayal of it, and he has difficulty separating fact from fiction. He remembered, though, regularly visiting the docks in Casablanca to figure out when they could get a boat to Lisbon. He also recalled meeting and befriending Leo Castelli, who after arriving in New York became one of the world’s foremost dealers of contemporary art. Castelli, it turned out, had also secured safe passage through the use of a Brazilian visa. For months, the Rohatyns attempted to get passage on a boat to Lisbon. “There were not that many ships going to Lisbon, and it was hard to get on them,” he explained. But eventually, around the beginning of 1941, they did get on a boat bound for Lisbon, which must have seemed like paradise because the electricity was still plentiful and the city was ablaze at night. “I think that was probably the best moment, where I felt really that we had crossed over from one side to another,” he said about arriving in Lisbon. Felix enrolled in a French-Portuguese school. But within months, the Germans looked like they might go through Spain, invade Portugal, and close off access to the Mediterranean.

The time had come to finally leave Europe. Still hoping to get to America, “we went to the American Consulate and got in line on the quota,” Felix told The New Yorker. “It was very much like Menotti’s opera ‘The Consul.’ There was a wait of eighty-seven years or something.” Part of the problem, Felix said, was there were “people at the State Department… who really didn’t want any more Jewish refugees in America. So the visas were very hard to get and [required] a very long, long wait.”

With time running out, the family decided to use their unusual Brazilian diplomatic visas and get on a ship to Rio. The cross-Atlantic passage, beginning on March 17, 1941, took some two and a half weeks. They had no idea whether, when they arrived in Rio, they would be shipped back to Europe, as had happened to other Jewish refugees who thought they were safely on their way to Panama or Cuba or even America. But in Rio, the family was welcomed with open arms. “They thought this was a great visa and rolled out the red carpet,” Felix said. It was yet another miracle.

Once again, they set about trying to obtain visas to America. This time it was a fifteen-month wait. In the meantime, Felix enrolled in school, played soccer, and developed a love for horseback riding and the samba. “I became enamored of the samba, as music, as culture, as rhythm,” the socially conservative Rohatyn explained somewhat improbably. “And as a reflection of what Brazil was all about, which at that time was the country that gave us refuge.” Stan Getz and João Gilberto’s version of “The Girl from Ipanema” is still one of his favorite songs. Finally, in June 1942, Felix and his family were able to get the American visas and boarded a DC-3 from Rio to Miami. The plane, though, made an unexpected stop on the Caribbean island of Trinidad, because of “military priorities” or some such reason, Felix remembered. “We thought, ‘My God! Are we gonna get stuck here or sent back or what?’” Finally, after a few weeks on the island, they got on another plane to Miami. They had made it.
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NATURALLY, FELIX’S DESPERATE effort to escape, which began in Vienna in 1935 and ended in New York City in 1942, seared into him an inviolate worldview. He is at once preternaturally pessimistic about the outcome of events, extremely conservative financially, and far less prone to excessive ostentation than most of his extremely wealthy investment banking peers. “My most basic feelings about money go back to 1942, in France, when my family had to smuggle itself over the Spanish border one step ahead of the Nazis,” he told the New York Times in 1976, recalling one of his favorite stories. “I spent our last night in a hotel room stuffing gold coins into toothpaste tubes. We had been well off, but that was all we got out. Ever since, I’ve had the feeling that the only permanent wealth is what you carry around in your head.” By the time of his New Yorker profile in 1983, this tenet had been condensed to: “That experience has left me with a theory of wealth which is that of a refugee. The only things that count, basically, are things you can put in a toothpaste tube or carry in your head.” For European Jewish families of means, such a lengthy and complex voyage was not unprecedented, but far more typical, of course, was the journey to the Nazi concentration camps.

What set Felix apart from the many thousands of other immigrants to these shores was how quickly he took the place by storm once he arrived in New York, at the end of June 1942. His stepfather had been able to transfer some money out of France to a bank in New York, and part of that money was used to buy a small apartment. Felix wasted no time making up for all the interruptions in his education. He enrolled in the McBurney School, then on West Sixty-third Street, because it was one of the few high schools in Manhattan to offer a summer program. He also convinced his mother that another way for him to learn English more quickly—Felix has always had an enviable facility with languages—would be to go to the movies, “because they had these sing-alongs—you know, follow the bouncing ball,” he said. He excelled at McBurney, graduating in two years at the age of sixteen. He had a particular aptitude for math, science, and tennis and played on the varsity tennis team his last year at the school. A college counselor recommended to Felix, though, that he attend a small college because of his relative youth. His mother concurred. After a little investigation, he discovered that Middlebury College, in Vermont, offered a “cooperative program” with the Massachusetts Institute of Technology whereby he could study physics and engineering for three years at Middlebury and then for two years at MIT. He also liked to ski. He applied to Middlebury and was accepted.

He may have been one of the only Jewish students in the school at that time. During his sophomore year, he joined the Alpha Sigma Phi fraternity, whose national chapter had a policy against admitting Jews and blacks. Alpha Sigma Phi was founded in 1845 by three Yale freshmen. One day, the national organization sent a corporate executive—Felix thinks he was a vice president from AT&T—“to try to talk us out of this heinous thing of pledging a Jew and a Black.” Felix sat through the meeting. The man had brought with him a couple of cases of beer to try to appease the fraternity members. Felix explained: “And this guy kept saying, ‘You know, don’t misunderstand me. Some of my best friends are Jewish.’” Soon after, “we gave him the beer back, and we took him to the railroad station and we sent him on his way.” The local chapter got kicked out of the national fraternity for allowing a Jew and a black to join.

Felix diligently pursued his studies in physics, but soon it became clear to both him and his favorite professor, Benjamin Wissler—the chairman of the Middlebury physics department—that he was reaching his limit of aptitude in the subject. Wissler recommended not only that he pass on the MIT curriculum but also that he take a semester off.

Since he had not seen his father since 1941, Felix decided to go visit him in France in the summer of 1947. He took a ship across the Atlantic, and his father picked him up in the French port city of Le Havre. His father had remarried and was still managing the brewery, which had been relocated near Paris. They spent the summer in the south of France. His father then asked him to spend the year working at the brewery. So Felix went to work in the Karcher brewery cleaning out the beer vats, having slimmed down sufficiently to be able to climb inside them. He also helped out in the bottling operation. He worked twelve hours a day, beginning at six in the morning. “I just stank from this stuff,” he said. “And it was still a pretty hairy period where—I mean, here I was an American in a part of the city that was totally Communist, and all the unions working in the factory were Communist unions, and there were a lot of Algerians, too. So a couple of times a barrel came rolling by pretty close”—and here he chuckled to himself with the memory of an American Jew surrounded by Algerian Communists—“and I was never quite sure what it was. But I also remember when I would go back to the apartment and I was in the subway just stinking of this beer, people would look. I decided quickly this was not for me.”

He returned to Middlebury for the second semester of 1948. He completed his degree in physics and graduated in 1949, thinking he might want to work at the nuclear laboratory in Oak Ridge, Tennessee.

Fortunately, though, with the help of his mother and stepfather, he also had been exposed to Wall Street. During the summers of 1945 and 1946, Felix was a runner and a stock transfer clerk at Jack Coe & Co., a small brokerage. He remembered celebrating VJ Day at the firm. He was paid about $20 a week and would occasionally be rewarded with baseball tickets to the Polo Grounds, on 155th Street. But to Felix, it was nothing more than a way to earn a few extra bucks, not unlike his previous summer jobs working in a drugstore and teaching English to Édith Piaf, the glamorous Parisian chanteuse. When he graduated from Middlebury, his stepfather helped again, this time getting Felix a job at Lazard Frères & Co. in New York. Plessner and Felix’s mother had returned to live in Paris after the war. Plessner knew André Meyer through a foreign exchange and bullion trading operation that the two men had created somewhere between Les Fils Dreyfus, in Basel, and Lazard Frères et Cie, in Paris.

Patrick Gerschel, André Meyer’s grandson, believed another reason that Felix was given a coveted spot at Lazard was that André was having an affair with Felix’s mother. “It was about money and sex,” Gerschel observed. “When has it ever been any different?”


CHAPTER 2


“TOMORROW, THE LAZARD HOUSE WILL GO DOWN”

After two days of eerie silence following the earthquakes and fires that devastated San Francisco in the early morning of April 18, 1906, an unnamed bank officer of the London, Paris, and American Bank—the California outpost of Lazard Frères & Co.—was able to make his way through the rubble to a Western Union office and cable a staccato and desperate message back to his Lazard partners, three thousand miles away in New York City: “Entire business totally destroyed. Calamity cannot be exaggerated. Banks practically all destroyed. Our building completely destroyed. Vaults apparently intact. All records and securities safely in vaults. No lives lost among friends. Will wire fully upon…” The message ended tantalizingly. For the next few days, similar pleas for succor were sent to New York and the other two Lazard offices, in Paris and in London. These appeals met their own, inexplicable stony silence from the Lazard brethren, even though the capital needed to open these three offices had come from the ongoing success of the San Francisco operation.

A week after the initial calamity, on April 25, another, most emphatic missive was sent: “It is hardly necessary for us to say to you that this is the time for the London, Paris and American Bank, Ltd. to show all the strength that it may be able to command.” Finally, the Lazard partners in New York responded and wired $500,000 to San Francisco and arranged for an additional $1.5 million line of credit to help resurrect their sister firm. The rescue financing allowed the San Francisco bank, operating from the basement of one of the partner’s homes, to survive the disaster. This was not the first time—or the last—that the bank came close to collapse.
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BY THE TIME of the great earthquake of 1906, Lazard had been around, in one form or another, for fifty-eight years. The story of the firm’s humble origins as a dry goods store in New Orleans in 1848 has been buffed to such a high gloss it is no longer possible to determine if the tale is true. As a literal translation of the firm’s name suggests, though, at least two Lazard brothers—Alexander, twenty-five years old, and Simon, then all of eighteen—likely in search of both a refuge from certain military conscription and better opportunities for Jews in America, moved to New Orleans in the early 1840s to be with an uncle, who had already been “making money in commerce” in the Big Easy. Once this beachhead had been established, the two brothers sent for their eldest sibling—Lazare Lazard—and he soon joined them. Together, on July 12, 1848, the three brothers founded Lazard Frères & Co. as a retail outpost for the sale of fine French clothing.

These three Jewish brothers had emigrated from Frauenberg, three miles from Sarreguemines, in the Alsace-Lorraine region of France. Their grandfather Abraham had probably walked to France through Germany, from Prague, in 1792, with the hope of seeking greater political freedom. At that time, France appeared momentarily more progressive in its treatment of Jews than did the surrounding countries: there were some forty thousand Jews in all of France then, with twenty-five thousand of them in Alsace-Lorraine (but only five hundred in Paris). Abraham became a farmer. His son Élie was born in Frauenberg. In 1820, Élie married Esther Aron, a banker’s daughter who brought to the marriage a considerable dowry. Together they had seven children, among them five sons, including Lazare, Alexander, and Simon, the founders of the New Orleans store. When Élie Lazard died, Esther married Moïse Cahn. Together they had another four children, including Julie Cahn, who later married Alexander Weill, the Lazards’ cousin and Michel David-Weill’s great-grandfather.
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WHILE REVOLUTION WAS sweeping across their homeland and reaching into other parts of Europe, the Lazards’ New Orleans store was an immediate hit. Some of the profits were sent home to France—beginning a long Lazard tradition of sending the firm’s profits around the globe.

Sadly, great calamities were not atypical in New Orleans, either. Fires destroyed huge swaths of the city in both 1788 and 1794. When a fire struck the city again in 1849, the Lazards’ storefront was destroyed, only a year after the partnership started. The family was able to salvage much of the inventory, though, and in an act of prescience, the brothers moved the whole operation to San Francisco and set up a new store in the Wild West, selling their imported goods. The journey to California was arduous and took many months; Lazare and Simon nearly died from malnutrition. They survived to find San Francisco a bustling if somewhat disappointing frontier city where the prices of land, housing, and food were rising precipitously, along with the population. They realized quickly, though, that there was money to be made catering to the new arrivals, among them a wave of gold miners and speculators that had descended upon the city soon after a sustained vein of gold was found, also in 1848, on the edge of the Sierra Nevada. The Lazards’ California operation (they were now joined by a fourth brother, Elie, named after his father) became the leading wholesale dry goods concern on the Pacific coast, and an increasingly important exporter of the gold coming out of the mines.

By 1855, “business was so brisk” that the Lazard brothers sent for their twenty-two-year-old cousin, Alexander Weill, to come from France to join the firm as the fifth employee. Weill served as the bookkeeper for his cousins’ operation. “Gradually, the business became involved in financial transactions, first with its retail clients and then increasingly with others,” according to a limited edition—only 750 copies were printed—of Lazard’s 1998 self-published 150-year history. “Most often these dealings involved the sale of gold and the arbitrage of the different dollar currencies then in use, one backed by gold and the other by silver. Weill was the driving force taking the enterprise further and further into finance.”

As the French were the chief trading partners for the Lazards, on or around July 20, 1858, the prospering firm opened an office in Paris under the name of Lazard Frères et Cie. With the Paris office up and running at 10 Rue Sainte-Cécile, the Lazard brothers returned to France. Alexander Weill remained in San Francisco in charge of the American outpost. Twelve years later, in the midst of the Franco-Prussian War of 1870–71, the family opened a third office, in London—christened Lazard Brothers & Co.—as a way to continue the importing and exporting of gold bullion after the French government curtailed all payments of foreign debts by domestic firms. The London office was considered a branch of the Paris office, but by enabling Lazard to continue to pay its bills as they came due, the London office added immeasurably to the firm’s overall reputation at a time when other financial firms were defaulting on their debts.

By 1874, the firm was doing sufficiently well to be included in an article about the new breed of San Francisco millionaires.

In 1876, the partners made the “momentous” decision to sell their dry goods inventory at auction and refocus their business entirely on banking. On July 27, 1876, a new fourteen-year partnership agreement was drawn up between the four Lazard brothers, Alexander Weill, and the Lazards’ half brother David Cahn, creating the Banking House of Lazard Frères, to be known as Lazard Frères et Compagnie in Paris and as Lazard Frères in San Francisco. (London remained a branch of the Paris office.)
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IN 1880, ALEXANDER Weill left San Francisco for New York with the intention of opening an office that would be a leader in the exporting of gold to Europe and spent four years in New York building the business there. In 1881, Lazard was named the treasurer of the Sutro Tunnel Company, a California gold mining concern that controlled the Com-stock Lode, the Brunswick Lode, and a tunnel into Mount Davidson. Soon thereafter, Lazard vastly increased its export of gold to Europe. In March 1884, Lazard exported $500,000 of gold, some in bars, some in double eagle coins. Only Kidder Peabody, a once venerable old-line investment bank, at $1 million, exported more.

On August 30, 1888, Lazard Frères & Co. joined the New York Stock Exchange, with seven partners. While non–family members started to join Lazard at this time as “partners,” ownership of the firm remained within the founding families.

The three Lazard houses, in New York, Paris, and London, continued to grow and thrive, mostly from successful foreign exchange and trading. The fact that by the turn of the twentieth century there were indigenous houses in the world’s three most important financial centers made Lazard absolutely unique. No other fledgling banking partnership had a presence much beyond its country of origin, with the possible exception of the powerful J. P. Morgan & Co., which was developing pockets of influence across continental Europe and in England. Still, Lazard had something that even the omnipotent J. P. Morgan did not have: Lazard was an American firm in the United States, a French firm in France, and a British firm in the U.K. “The intellectual horizon at Lazard was, what do we make of the world,” Michel explained at the time of the firm’s 150th anniversary. “How do we understand it with the great privilege of being able to try to understand it from several points of view?”

One of the key ways Lazard maintained this aura of indigenousness was to engage in a form of loose primogeniture, with fathers passing to sons their coveted partnership seats. This occurred at each house. There was also, at least among the French families, a proclivity for arranged marriages and intermarriages. “The great strength of this family,” observed the late writer Arnaud Chaffanjon, “is to have married between cousins, in the same clan. The Weill, Lazard, Cahn and Aron have married their first cousins. It’s the best way to keep money within the family.” This decision kept the growing fortune from getting dispersed. By the time Simon Lazard died, his son André and his nephew Michel were “already learning the business of banking in the Paris house.” Alexander Weill brought his San Francisco–born, Paris-educated son, David Weill, into the firm, and he became a partner in 1900. In the late 1920s, David Weill would officially change the family name to David-Weill—he became David David-Weill—in an utterly successful effort to establish the family in French aristocracy, not the easiest thing to do at that time for immigrant Jews in socially stratified France. Pierre David-Weill would follow his father and assume the position of senior partner. And in due course, Michel David-Weill took over from Pierre as senior partner.

In London, the office was muddling along rather ineffectually as a bank or “bill office,” regulated by the Bank of England. All of the partners in Paris were partners of the London branch, which accepted deposits, but mostly from other immigrant banking houses, such as the Rothschilds’ and the Barings’. By 1905, Lazard Brothers wanted to develop more of a commercial and corporate business rather than simply being a bank to other banks. To that end, a year before his death, Alexander Weill searched for a well-regarded Englishman to bring into the firm, eventually enlisting Robert Kindersley, a highly successful and well-known City stockbroker—the City being London’s equivalent of Wall Street—as a full partner in Lazard Brothers with the French. Kindersley joined Lazard Brothers in 1905 and quickly brought it to prominence. He was the first Lazard partner to focus on the business of advising corporations, not only in foreign exchange and commercial loans but also in the little-known world of mergers and acquisitions.

Kindersley helped to recruit badly needed new blood to the London house. Lazard Brothers’ reputation had advanced sufficiently that by 1914, at the outbreak of World War I, the firm was named one of England’s accepting houses and served on the Accepting Houses Committee, one of about seventeen such financial institutions so honored, an indication of how far Lazard Brothers had come from its origins as a lowly outpost of the French firm. In London’s financial circles, this was a big deal.

Kindersley also had more than a passing business relationship with Weetman Pearson, a major British international financier and industrialist. At some point between 1910 and the dawning of World War I, Kindersley introduced Pearson to David Weill, and Pearson made a small investment in Lazard Brothers. After World War I, the Bank of England developed strict new regulations about the degree of foreign ownership it would permit in the English banking system. As a result, Pearson, now known as Lord Cowdray, and S. Pearson & Son Ltd. increased its stake in Lazard Brothers to 50 percent, with the other half being owned by Lazard Frères et Cie. The consequences of the Pearsons’ stake in Lazard Brothers would reverberate through the three houses for years, finally coming to a head some ninety years later.
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AS HAD BEEN preordained, Frank Altschul, whose father, Charles, had emigrated from London to San Francisco during the gold rush and become one of the first nonfamily partners of Lazard, joined the New York office after graduating from Yale. He became a partner the same day his father retired—July 1, 1916. Except in the case of the descendants of Alexander Weill and, for a time, some of the Lazard family, the passing on of the partnership seat was not the same as passing along an ownership interest in the firm.

Still, the profitability of the Lazard partnership was even then an invitation to vast riches, and Lazard partners became among the wealthiest men in their respective countries, regardless of whether they had an ownership stake in the firm. Frank Altschul became fabulously wealthy at Lazard, too. During his lifetime, which spanned ninety-four years, he donated millions of dollars to Yale, his beloved alma mater. In 1913, Altschul had cemented his position in the upper reaches of the Jewish financial hierarchy of New York by marrying Helen Lehman Goodhart of the Lehman Brothers banking fortune. His sister married Herbert Lehman, the former Lehman Brothers partner who would later serve as the governor of New York and its U.S. senator. Over time, Altschul also contributed $500,000 to Williams College and $1 million to Mount Sinai Hospital. He also donated hundreds of thousands for the legal defense of Sacco and Vanzetti, an effort being led by Felix Frankfurter, then a Harvard law professor and eventually a Supreme Court justice. One day Frankfurter showed up at Altschul’s office at Lazard, eager “to see what kind of man in Wall Street could be sending money for Sacco and Vanzetti.” Thereafter, Frankfurter and Altschul remained lifelong friends. Altschul lived at 550 Park Avenue, at the southwest corner of East Sixty-second Street, and owned a 450-acre estate—named Overbrook Farm—outside Stamford, Connecticut, where in 1934, in an abandoned pigpen, he started Overbrook Press, known for the graphic and technical excellence of its elegant publications.
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ONE OF THE first issues Altschul confronted after he became a Lazard partner, as early as October 1917, was the growing possibility that the French families would decide to liquidate and shutter either Lazard Brothers in London or Lazard Frères in New York. This was yet another life-threatening crisis for the fledgling firm. During a multiweek visit to Paris in October 1918 (as part of his war service in the U.S. Army), where these matters were discussed “in some detail,” Altschul became well versed in the views of the French. In a three-page, single-spaced letter to George Blumenthal, the New York office’s senior partner, Altschul was happy to report that the French partners were now far more sanguine about the prospects for a three-house firm: “There is a very real desire to continue both L.F. and L.B. & Co., and a very strong belief that the Trio is in an excellent position because of their name, their connections, and their general lay-out, to play an increasingly important part, in the after-war development.” He continued, “As they say, the firm had a first rate name before the war; the reputation of the house has if anything been enhanced during the war; and it should be possible to use our name and credit to greater advantage.” Crisis averted.

When he returned to New York after the war, Altschul began to assume, from Blumenthal, more and more of the day-to-day responsibility of running the firm. But Altschul’s authority extended only so far, as he still regularly deferred to the more powerful Blumenthal about matters such as negotiating annual partnership percentages, the reprimanding of partners who were deemed to be lazy or underperforming, and the proper accounting of costs among the three houses. Like his father, Altschul had numerous interests outside of Lazard, one of which was international affairs. In 1920, he helped to found the Council on Foreign Relations in New York, and from the start he hoped the council would be able to influence U.S. foreign policy—one of the organization’s continuing goals.
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AN INDICATION OF how important Lazard and Altschul had become in the world financial markets arose in 1923, when the French occupation of the Ruhr, Adolf Hitler’s failed Beer Hall Putsch, and the resultant international uncertainty led to havoc in the market. France found itself in a full-blown financial crisis. The value of the French franc fell by some 50 percent. In January 1924, the French Ministry of Finance summoned Altschul to Paris to hear his views on solving the French currency crisis. In a carefully prepared speech, which Altschul delivered in Paris on January 24, he called for the French government to undertake what he called an “experiment” designed to stabilize the plunging currency. “This would involve arranging credits for the government in the United States and perhaps in England, in round amounts,” he told the French. “It is felt that a banking group could readily be formed in New York to extend the necessary facilities under appropriate guarantees on reasonable terms. The present ease in the New York money market and the fundamental friendship for and confidence in France make this appear likely.” He averred that with the cooperation of the media—and without being able to judge its political feasibility—“the experiment could be made to succeed.” Altschul, though, was adamant about one thing: that Lazard Frères & Co. be kept out of the press. “As we do not desire publicity for ourselves, it must be understood that our name is not to be mentioned under any circumstances in connection with the following,” he said. “If you care to, you may say that you have been informed by an influential banking house that they have advices from abroad to the effect that steps have been taken in Paris which seem adequate to restore confidence in France and to protect the French exchange, and the situation appears well in hand.”

The French government quickly adopted Altschul’s plan and constructed a classic “short squeeze” of the speculators who had been betting against the value of the franc. Due to “the sensitivities of the French government,” Altschul’s partners in Paris were given the job of implementing his ideas. According to a discussion of Lazard’s role in the 1924 franc crisis in The Fortune Encyclopedia of Economics, “Using a $100 million loan from J. P. Morgan, [the French government] bid the franc from 124 to 61 per dollar in a few weeks. Speculators who had sold the franc short in the expectation that its value would fall were hit by big losses.” A month after Altschul’s speech, with the Lazard-designed intervention looking successful, Christian Lazard, a partner in Paris and a son of one of the founding brothers, wrote him: “Things are looking better in Paris although the bears on francs will no doubt renew their attacks more than once. But I still feel that there is a great change in the situation now that the truth has been told. The people here are ready to pay their taxes, even the peasants.”

In March 1924, Altschul wrote Christian Lazard, taking a bit of a victory lap. “My heartiest congratulations on the success of the experiment, which I consider no longer at all in doubt,” he wrote. “The situation has been dealt with in admirable manner.” In a postscript to the letter, Altschul confided a twinge of regret that the house of Morgan, instead of the house of Lazard, seemed to be garnering the lion’s share of the accolades for the success of the rescue plan. “Of course it is a matter of keen regret to me personally that we were not associated with Morgans in name in an operation the seed of which would seem to have originated with L.F.,” he wrote, actually crossing out the typewritten words “me personally” and inserting, in his own hand, the words “all of us” instead. “We take for granted, however, that we will receive some adequate compensation through Joint Account or otherwise for the accommodation extended through Loan Account No. 2 and for the not inconsiderable services rendered.” He also suggested that someone should be awarded the French Legion of Honor for the accomplishment—which is exactly what Altschul and Blumenthal received two years later from the French government, beginning another long tradition of Lazard partners so honored.

Eventually the truth came out about how the franc crisis was solved, and Lazard Frères et Cie in Paris received many a tribute in the press and from the French government. “You can imagine what thrilling hours we have gone through,” Christian Lazard wrote Altschul. “I do not think the Firm of L.F. & Cie, Paris had ever known a period like that one before.” But he recognized that perhaps the real acclaim belonged with Altschul in New York. “All the time, I missed your presence here, because I remembered all our conversations and our visits [on the] Rue de Rivoli and I was sincerely sorry that L.F.N.Y. could not play, on your side, the prominent part to which they were entitled considering that the first idea of the whole scheme came from you.” He also confided to Altschul “a secret” about how he had sold part of his equity portfolio to have plenty of francs around for the upcoming June 1924 sale of the highbrow art collection of Arthur Meyer, the Jewish owner of Le Gaulois, an important French newspaper. Included in the sale was a sublime haystack painting Meyer commissioned from Claude Monet in 1909. “I hope you won’t be against me in the market,” Christian wrote.

A subsequent, handwritten letter a few days later from Christian reiterated his thanks to the “sister firms” for the “brave manner in which they have fought the battle with us.” He also answered Altschul’s postscript about how Lazard in New York would be compensated for its role by explaining, “We have placed all our staff and all our brains at the disposal of the B. of Fr. without accepting any remunerization whatsoever and… all our own business has been practically stopped since that first day of the fight. We feel sure you understand our point of view. We believe that in cases like that one, when public interest is at stake, it is not only patriotic but also wise policy to refuse any remuneration. We firmly believe that our firms will sooner or later get their reward for their present attitude. I might add that our London house has spontaneously offered the Bank of France to return the commission they have received from the English banks.”

While in Paris to work his magic in the franc crisis, Altschul seized the opportunity to introduce to the French partners his idea to move Lazard in New York into a wholly new business: a closed-end investment fund. At the outset, David David-Weill agreed to put $1 million “at the disposal of the Trust.” But David-Weill’s other French partners were more cautious and wanted to know both George Blumenthal’s opinion of the venture and how Altschul intended to divide the profits of the fund between Paris and New York. Altschul and Christian Lazard had some correspondence on the subject, but Altschul believed that Christian was pushing the idea too far, too quickly in Paris.

[image: ACE BOOKS, NEW YORK]

AT THE END of December 1925, the feared and venerated George Blumenthal retired from Lazard, after twenty-one years as the senior partner, to pursue a life devoted to philanthropy and art collecting. The news made the New York Times. Two years earlier, Blumenthal had transferred—by a vote of “13 white, no black”—his New York Stock Exchange seat to Frank Altschul, who was then thirty-six years old.

Blumenthal’s departure coincided with—or perhaps facilitated—two major turning points in the turbulent history of Lazard to that time: Altschul’s now unfettered pursuit of his desire to create the investment trust; and David David-Weill’s now unfettered pursuit of a short, stocky powerhouse currency trader, André Meyer, later known as the “Picasso of banking.” Although Meyer grew up in the Marais—Paris’s old Jewish quarter—both of his parents were from Strasbourg, the Alsatian city hard on the German border. Jules Meyer, André’s father, was said to be “some sort of printing salesman” or “small businessman.”

André Meyer attended school in Paris but was an indifferent student and left his secondary school, Collège Rollin, in July 1913, before graduating. He needed to earn money for his struggling family, as his itinerant father spent more time gambling
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