
		
			[image: Cover for The Money Kings]
		

	
		
		
			ALSO BY DANIEL SCHULMAN

			Sons of Wichita: How the Koch Brothers Became America’s Most Powerful and Private Dynasty

		

	
		
			
			
				
				
					[image: Book Title, The Money Kings, Subtitle, The Epic Story of the Jewish Immigrants Who Transformed Wall Street and Shaped Modern America, Author, Daniel Schulman, Imprint, Knopf]
				

			

		

	
		
			
			
				This Is a Borzoi Book

				Published by Alfred A. Knopf

				Copyright © 2023 by Daniel Schulman

				All rights reserved. Published in the United States by Alfred A. Knopf, a division of Penguin Random House LLC, New York, and distributed in Canada by Penguin Random House Canada Limited, Toronto.

				www.aaknopf.com

				Knopf, Borzoi Books, and the colophon are registered trademarks of Penguin Random House LLC.

				Library of Congress Cataloging-in-Publication Data

				Names: Schulman, Daniel, author.

				Title: The money kings : the epic story of the Jewish immigrants who transformed Wall Street and shaped modern America / Daniel Schulman.

				Description: New York : Alfred A. Knopf, 2023. | Includes bibliographical references and index.

				Identifiers: LCCN 2023004044 (print) | LCCN 2023004045 (ebook) | ISBN 9780451493545 (hardcover) | ISBN 9780451493552 (ebook)

				Subjects: LCSH: Businesspeople—United States. | Investment bankers—United States. | Wall Street (New York, N.Y.) | Immigrants—Economic aspects. | Finance—United States.

				Classification: LCC HB615 .S3716 2023 (print) | LCC HB615 (ebook) | DDC 332.0973—dc23/eng/20230530

				LC record available at https://lccn.loc.gov/​2023004044

				LC ebook record available at https://lccn.loc.gov/​2023004045

				Ebook ISBN 9780451493552

				Banker Jacob Schiff at the Liberty Loan Parade, 1917 © Bettmann/Getty Images

				Cover design by Jenny Carrow

				ep_prh_6.1_151269558_c0_r2

			

		

	
		
			
			
				For Stacey, Wesley, and Reid

				and

				In memory of Bernard Schulman (1930–2022)

			

		

	
		
			
				
					CONTENTS

					PREFACE  A Debt

					INTRODUCTION  Salem Fields

					PART I ORIGINS

					1  & BROS.

					2  THE PEDDLERS’ PROGRESS

					3  MANIFEST DESTINY

					4  WAR’S FORTUNES

					PART II ASCENT

					5  CITY OF EMPIRES

					6  PANIC!

					7  THE LITTLE GIANT

					8  THE GILDED GHETTO

					9  AMERICAN MONTEFIORE

					10  EXODUS

					11  END OF AN ERA

					PART III GOLDEN AGE

					12  MERGERS AND ACQUISITIONS

					13  PARTNERS AND RIVALS

					14  JUPITER’S SHADOW

					15  A PERFECT PEACE

					16  THE SINEWS OF WAR

					17  THE HARRIMAN EXTERMINATION LEAGUE

					18  “THE GOLD IN GOLDMAN SACHS”

					19  AND STILL THEY COME

					20  THE PASSPORT QUESTION

					21  THE HUNTING PARTY

					PART IV GÖTTERDÄMMERUNG

					22  RAMPARTS BETWEEN US

					23  ALLIES

					24  HERO LAND

					25  THE FIRST PART OF A TRAGEDY

					26  HENRY FORD

					27  THE WORLD TO COME

					EPILOGUE  Salem Fields Revisited

					Illustrations

					Acknowledgments

					Notes

					Bibliography

					Index

					Illustration Credits

				

			

		

	_151269558_

	
		
			
			
				PREFACE

				A Debt

				On my thirtieth birthday, my dad and I drove the six miles from his apartment on New York’s Upper East Side to Williamsburg, where he grew up until middle school, before his family moved across the borough to Bensonhurst. His old neighborhood was just twenty minutes away, but he measured the distance in decades. “I spent half my life trying to get out of Brooklyn,” he joked. “Why go back now?”

				We ate lunch at Peter Luger, the iconic steakhouse, situated in the shadow of the Williamsburg Bridge. Founded in 1887, it was once a mecca for local power brokers. This was Dad’s first visit. His parents kept a kosher household, and besides, money was tight. Afterward I suggested we try to locate his childhood home, a five-story brick tenement on McKibbin Street, where his family had lived in a two-bedroom apartment on the third floor. He and his two brothers had occupied one small room, their parents the other. My father, the youngest in their family of five, recalled often sleeping on the living room couch to escape the claustrophobic twin bed he shared with his middle brother, Marvin. So many of his most vivid memories were rooted on McKibbin Street: the transcendent aroma of his mother’s gribenes, the Jewish delicacy of fried onions and chicken skins; the sound of the iceman clomping up the stairs to make his deliveries; the soothing breeze on the rooftop on sweltering summer nights; the sweet sting of a broom handle connecting with a Spaldeen during neighborhood stickball games.

				The apartment also conjured bitter recollections—of a short-tempered and abusive father who imposed order with his belt strap and his fists and eventually left their family for a mistress, and of the fear, anger, and uncertainty that followed.

				Dad gazed out the window as we passed the boutiques and bars of Bedford Avenue, as if he were studying a Martian landscape. These were not the gritty streets of his Depression-era youth. Finally, we turned on to his old block, a shabby and graffiti-covered one-way street off Bushwick Avenue. The building, we discovered, had been demolished. The area was at once vastly different and surprisingly recognizable. It remained a neighborhood of immigrants, but where Yiddish had once been spoken, now Spanish was.

				We parked and walked around, my dad pointing out the landmarks he remembered: P.S. 147, where he attended elementary school; the squat brick library down the street. “We lived almost like we were in Europe,” he remarked, explaining that when he was coming up, each of the surrounding streets might as well have been separate countries. “The Italians were on the next block,” he said, pointing. The Roma “lived in the storefronts.” Jews—his people—resided on McKibbin Street.

				The wealthy and assimilated German Jews who lived uptown in Manhattan called his people Ostjuden, “eastern Jews.” They were the persecuted and impoverished immigrants from what is today Hungary, Poland, Russia, and Ukraine, who during the late nineteenth and early twentieth centuries spilled off steamships in New York Harbor by the hundreds and scattered to the Lower East Side, Williamsburg, and other Jewish enclaves, packing into tenements like the one on McKibbin.

				My grandmother Lena immigrated to New York in the early 1900s from Peremyshlyany, a town in what is today western Ukraine and was then part of the domain of the Austro-Hungarian Empire. She was eight years old and traveled alone, wearing a sign around her neck so an uncle she had never met would recognize her when she disembarked (or so the story goes in my family). My grandfather Elias—Al, everyone called him—also came to New York as a child, departing from the port city of Libau, in present-day Latvia, with his parents and siblings in the fall of 1905, during a spasm of anti-Jewish violence in the Pale of Settlement, the territory on the western fringe of the Russian Empire where the czar permitted Jews to live.

				Lena was a candy dipper for a Manhattan confectioner; Al, a neighborhood tough guy, worked as a chauffeur, salesman, and mover. Through his contacts in the local Democratic Party machine, he eventually landed a patronage job with the Internal Revenue Service.

				They lived a world apart from the protagonists of this book, who moved in rarefied circles and resided in palatial Manhattan mansions containing Baroque masterworks worth more than Al and Lena could have hoped to earn in several lifetimes.

				Yet their two worlds were inextricably, and at times uncomfortably, tethered, bound by their common religion and by the proud yet sorrowful history of struggle and displacement the Jewish people shared.

				My grandparents would have been familiar with Jacob Schiff, the investment banking mogul who bridged both spheres. Perhaps they first heard his name mentioned reverentially by a fellow immigrant who had coal in his furnace, or a job, or had learned English thanks to one of the many social welfare programs supported by “Unser Yankele” (our little Jacob). Or maybe they overheard a Zionist denounce the financier, incensed by Schiff’s contention that establishing a Jewish homeland risked transgressing their American patriotism. But during Al and Lena’s formative years, Schiff was ever present. He was the self-appointed leader of American Jewry, presiding benevolently—if paternalistically—over the immigrant masses. On Wall Street, his only equal was the fearsome John Pierpont Morgan.

				Schiff used his fortune unreservedly to ensure a future for the Jews, at a time when their long-term existence seemed very much in doubt. During the prelude to World War I, as conditions in Eastern Europe and Russia worsened and cablegrams reporting massacres and mob violence piled up, Schiff worked to ensure that the United States remained a refuge for immigrants. This was no simple task. The fractious immigration debates of that era were strikingly like those of today. Politicians called for harsh restrictions and stoked fears of disease-carrying foreign criminals invading the United States, degenerating the country’s character, and becoming public charges. The nation’s doors constantly seemed on the verge of slamming closed to immigrants. Eventually—and with tragic consequences—they did shut.

				During Schiff’s lifetime, he and members of other wealthy German-Jewish banking clans successfully mobilized against efforts to curb Jewish immigration. Between 1890 and 1920, the years Schiff was most active, the Jewish population of the United States swelled from 400,000 to 3.4 million. Jewish philanthropists, with Schiff at their vanguard, founded and sustained a head-spinning network of organizations and social programs, from schools and hospitals to orphanages and job training centers, to assist the new arrivals and speed their acculturation. Banding together (not always harmoniously), Schiff and his fellow communal leaders formed what amounted to the first American-Jewish lobby, forcefully advocating for the rights of Jews abroad and pressing for liberal immigration policies at home.

				Al and Lena and their sons, my father and his brothers, owed more to Schiff and his allies than they might have realized. Absent the advocacy and philanthropy undertaken by Schiff and his friends, their American story—and mine—might not have been possible. Millions of American Jews, descendants of the Russian and Eastern European immigrants who sought and found opportunity in the United States at the turn of the century, owe a similar debt.

				This is a book about the evolution of modern finance, about Wall Street pioneers who formed towering institutions such as Goldman Sachs, Kuhn Loeb, and Lehman Brothers, and who shaped, to an astonishing degree, the world we live in today. It is also a tale of how immigrants such as Al and Lena arrived in this country and why they thrived.

				These seemingly disparate threads overlap, forming part of the same remarkable story.

			

		

	
		
			
			
				INTRODUCTION

				Salem Fields

				September 28, 1920, was supposed to be a joyful day. A Tuesday, it fell during Sukkot, the weeklong Jewish harvest festival that follows Yom Kippur, the somber Day of Atonement. Sukkot was usually a time of revelry and jubilation, singing and feasting. Instead, grief and gloom shrouded New York City.

				The weather itself was “unsettled,” according to the forecast, the air sticky with humidity and rain on the way. Judges adjourned their courts that morning, and flags flew at half staff in the financial district. The streets of the Lower East Side, where crowds typically jostled among a labyrinth of pushcarts, were unnervingly serene. Peddlers covered their wares. Merchants locked their shops. Tucked into the windows of closed storefronts, and hanging in the entryways of tenements, settlement houses, and orphanages, were placards, in English and Hebrew, reading, “The East Side mourns the loss of Jacob H. Schiff.”[1]

				The banker and philanthropist, head of the formidable Wall Street house of Kuhn Loeb, had died several days earlier. He was a diminutive man—he claimed five feet six on his passport, though he might have been rounding up generously—but a colossus in finance and Jewish life, whom one New York paper described as “the foremost world-representative of his race.”[2] During his lifetime, he had dueled with J. P. Morgan for railroad industry dominance, gone toe-to-toe with U.S. presidents over immigration and foreign policy, and warred with an entire empire on behalf of his oppressed religious brethren. He left the world a vastly different place than it had been when he entered it seventy-three years earlier in Frankfurt am Main.

				Perhaps the mourners felt it. They were saying farewell not just to a man but to an age.

				Built to accommodate two thousand worshippers, Temple Emanu-El, the hulking Moorish-revival-style synagogue on 43rd Street and Fifth Avenue, was filled to capacity, its polished walnut pews thick with VIPs. The presidents of the Union Pacific and Pennsylvania railroads, a mining tycoon and a precious gems magnate, a former ambassador and a future one, the Civil War general who captured Jefferson Davis, the founder of Sears, the publisher of The New York Times—these eminences were just part of the twenty-three-man contingent of honorary pallbearers, which also included one of the most famous New Yorkers of that era, Schiff’s Kuhn Loeb partner Otto Kahn, the debonair and mustachioed financier-statesman who was said to have formed part of the inspiration for the Monopoly man.

				But the most amazing sight was not to be found inside Emanu-El’s cavernous sanctuary; rather, it came into view as Schiff’s funeral procession traveled down Fifth Avenue from the banker’s mansion near the corner of 78th Street. For block upon block stood thousands of people, many of them poor Jewish immigrants from the East Side, who had come to pay their respects, their heads bowed low as Schiff’s flower-laden casket passed.

				After the service, crowd members fell in with the funeral cortege, some of New York’s lowliest citizens mixing with some of its loftiest. They marched to the Queensborough Bridge, from which Schiff’s casket continued to Salem Fields, the sprawling cemetery that the Emanu-El congregation had established on a vast and gently rolling tract that straddled Brooklyn and Queens. Stately mausoleums, some containing stained-glass windows by Louis Comfort Tiffany depicting biblical tableaus, speckled the hillsides. Interred within were some of America’s greatest financial minds, men Schiff had known well: Jesse and Joseph Seligman, whose prolific sale of U.S. bonds during the Civil War and afterward helped to sustain and strengthen the fragile nation; Marcus Goldman, a trailblazer in the commercial debt market; Emanuel and Mayer Lehman, the commodities-trading wunderkinds who helped found the New York Cotton Exchange.

				Schiff’s majestic tomb, assembled from twenty-ton granite slabs and evoking a Roman temple, overlooked the rest. He was among the last in a line of German-Jewish dynasts—and in many ways the most consequential—who played a pivotal part in America’s progression into a financial, and thus global, superpower. Their firms—J. & W. Seligman & Co., Goldman Sachs, Kuhn Loeb, Lehman Brothers—capitalized railroads and transit systems, utilities and industrial giants, cities and nations. They helped give rise to some of the nation’s most iconic companies: B.F. Goodrich, General Motors, Kodak, Macy’s, Paramount, Polaroid, Sears, Studebaker, U.S. Rubber, Western Union, Westinghouse, Woolworth, and many others. And that was merely one facet of their seismic influence on the twentieth century.

				“He was one of the small but powerful group who have made the higher commercial life of New York City what it is today,” one of Schiff’s intimates remarked on the day of his funeral. “The future historian of American business and industrial affairs must set forth their careers as dominating an epoch which, with all its faults, had been no less than majestic in its power, its distinction and its forward movement among the ages.”[3]

				

				—

				Wandering the narrow, tidy lanes of Salem Fields, where the founding partners of Goldman Sachs reside a short stroll from the Lehman brothers, and where the Schiff and Seligman clans are entombed several hundred feet from each other, is a humbling, sometimes overpowering experience. Here the through lines of the past converge, the manicured grave sites forming the guideposts to the modern era. The proximity of these titans and their families in death hints at their intimacy in life. They were allies (and occasional rivals) in business, partners in philanthropy, friends, and in some cases in-laws. They worshipped together and celebrated one another’s milestones. Each dynasty established a legacy that was exceptional on its own but is disorienting in scale when the aperture widens to take in their collective impact.

				Families such as the Goldmans, Lehmans, Sachses, Schiffs, Seligmans, and Warburgs are said to belong to “our crowd,” members of a close-knit German-Jewish aristocracy in New York dominant during the Gilded Age. That became the ubiquitous descriptor for their social milieu, following the publication of Stephen Birmingham’s dishy best-selling 1967 book of the same name, which colorfully chronicled the interwoven, near-incestuous, and outrageously opulent world of Manhattan’s German-Jewish upper crust. In Birmingham’s telling, their high society paralleled that of the Christian elite, who held them at arm’s length: namely, the “Four Hundred,” Caroline Astor’s roster of New York’s haute monde. “They have referred to themselves as ‘The One Hundred,’ ” Birmingham wrote. “They have been called the ‘Jewish Grand Dukes.’ But most often they have simply called themselves ‘our crowd.’ ”[4]

				Yet it’s not clear that they did refer to themselves this way, which is why I largely avoid this appellation. Birmingham’s own correspondence and other letters concerning his book’s publication raise questions about the origins of this phrase. “I have never heard of these families referring to themselves as ‘the One Hundred,’ or calling themselves ‘our crowd,’ ” Geoffrey Hellman, a New Yorker writer and great-grandson of Joseph Seligman, complained to Birmingham’s publisher.[5] Hellman had been one of Birmingham’s key sources, as was Frances Lehman, granddaughter of Mayer Lehman, who phoned the author after Our Crowd’s publication to express similar bewilderment.[6] In a letter to Hellman, Birmingham defended the title as “satiric” (because there was considerable rivalry within this supposedly cohesive group—essentially, crowds within “our crowd”) and said that he had plucked the name from Red Damask, a 1927 novel about a wealthy German-Jewish family in New York, authored by Emanie Sachs, the first wife of Goldman Sachs scion Walter Sachs. The phrase “our crowd,” he noted, was sprinkled throughout the text.[7] It was a useful literary device, but there is little historical basis to suggest that “our crowd” was anything more than that.

				I set out to tell a different tale than Birmingham—less a social history than a financial, political, and philanthropic one—that focuses on a handful of dynasties whose members were particularly close, whose legacies were startlingly profound, and whose lives form an elemental part of the story of how modern America, the modern world, really, came to be. The annals of their firms reveal the nation’s financial evolution, from the rough-and-tumble rise of Wall Street to the ascent of some of the twentieth century’s quintessential companies and industries. Their philanthropy and institution-building are the bedrock on which American-Jewish life is built. Their support for the fine arts, literature, film, and music, and for libraries, museums, and universities, is embedded in the nation’s cultural DNA.

				The title of this book comes from the term that newspapers often used to describe Jacob Schiff and his fellow financial heavyweights—as in “Money King on Witness Stand,” when Schiff testified before the New York legislature as it probed the life insurance industry, or “Jacob Schiff the New Money King,” as the headline of one effusive 1903 article declared. It was a label applied not just to Jewish financiers but also to Christian moguls such as J. P. Morgan, John D. Rockefeller, and Edward H. Harriman. This name captured the titanic influence held by a relatively small cadre of investment bankers, industrial titans, and railroad barons, whose power, for a time, rivaled, and in some cases surpassed, that of the U.S. government, especially when it came to the still-unregulated realm of finance. The sobriquet “money king” was in some cases an expression of awe, crystallizing a new American obsession with corporate giants. In other contexts, it was a term of derision—an accusation of inordinate, unelected clout.

				Wealth and power, and the myriad ways these German-Jewish dynasties left their mark on the modern world by expending both, are themes that run throughout this book—one that I initially hesitated to write. Like many Jews, I am sensitive to the antisemitic canards that have plagued our people for centuries, those that suggest our underlying traits are greed and avarice, that we control the media and the banking system, that we are party to a global plot to subjugate the planet.

				The sudden and visible surge of antisemitism during the Trump era, when I began this project, alarmed me. Did exploring the epoch-shaping legacy of Schiff and his fellow “money kings” inadvertently risk arming bigots with fodder to weave into their conspiracy theories about Jewish bankers? It was these malign actors, I noticed, who seemed most committed to keeping Schiff’s memory alive, for all the wrong reasons, in online ramblings filled with distortions and lies. But Schiff and his German-Jewish contemporaries—men who have been given far less than their historical due, considering their impact—deserve to be known, understood, in some cases celebrated. Their stories illuminate much about the past and present, and that includes the origins of modern antisemitism (and the forces behind it) and the fraudulent mythology, in which these German-Jewish bankers feature prominently, that was used to justify mass murder. Maybe, I concluded, there was no better way to counter the lies than to tell their stories in full.

				

				—

				Given the inauspicious beginnings of the patriarchs of New York’s most prominent German-Jewish banking families, it was hard to imagine that they would ever grow notorious enough to be written into conspiracy theories. Most immigrated to the United States in their teens or early twenties, part of a swelling tide of German Jews seeking refuge from the oppressive conditions and discriminatory laws in their homeland. They arrived, after weeks-long voyages in squalid steerage conditions, with little more than their ambitions. Like many Jewish immigrants seeking a foothold in America, they found work as itinerant peddlers and merchants, vocations common back home in Germany, where Jews were prohibited from most other professions. Departing New York, they trundled off into the American heartland—men barely older than boys. Their paths, before long, would deposit them back in Manhattan, this time not as peons but as fledgling masters of finance.

				Indeed, some of the world’s greatest financial institutions, companies that would dominate Wall Street and power America’s industrial transformation, were born out of rickety wooden carts and bulging canvas rucksacks.

			

		

	
		
		
			PART I

			ORIGINS

			 

		

	
		
		
			1

			& BROS.

			 

			If Joseph Seligman seemed like a character lifted from the pages of a Horatio Alger novel, there was a good explanation for that. For about eight years spanning the late 1860s to the late ’70s, the acclaimed author lived with the Seligman family in their Murray Hill home, where he tutored the banker’s five sons and spent many evenings in Joseph’s commodious library bantering with him about literature, philosophy, religion, and the latest scientific discoveries. Over the years, Alger soaked up Seligman’s astonishing story.

			“Horatio Alger had found in Joseph Seligman his prototype of the poor boy who, through courage and hard work, arrives at wealth and fame,” recalled one of Joseph’s grandsons. “ ‘Tattered Tom’ and all those other miraculous heroes that follow the formula of the Alger books…are but other versions of Alger’s employer.”[1]

			Joseph’s journey to America began like those of many other immigrants of his generation. In July 1837 two horse-drawn carts steered away from the Bavarian farming town of Baiersdorf, beginning the trip that would carry Joseph and eighteen other would-be émigrés to the port city of Bremerhaven, on the North Sea. Joseph was seventeen and traveling alone. Sewn into the lining of his trousers was the equivalent of $100, which his mother had assiduously cobbled together to give her son a successful start in the United States.

			Born in 1819, Joseph was Fanny Seligman’s golden child, the oldest of a brood that eventually numbered eleven, eight of them boys. Precocious and intellectual, Joseph, by the age of twelve, already displayed entrepreneurial instincts, offering his services as a money-changer—the German states had various currencies—to travelers transiting through his town of two thousand.[2]

			The Seligmans operated a small shop in Baiersdorf’s Jewish quarter—the family lived above it—where Fanny sold lace, linens, and ribbons, along with woolen goods produced by her husband, David, the town weaver. A reticent, world-weary man, David was eager to enlist his eldest son in the family trade, but Fanny insisted that Joseph continue his education after he completed primary school. At fourteen, he enrolled at the local university in nearby Erlangen, studying theology and medicine. He demonstrated a talent for languages—in addition to English, French, and Hebrew, he could discourse fluently in classical Greek.

			The more he learned, the more he grew impatient of his surroundings and disdainful of the social order that shackled Jews with exclusionary laws that confined them to poverty and second-class status. For centuries in Europe, Jews had endured relentless persecution—expelled by monarchs and pontiffs, their property confiscated and their holy books incinerated. They had been massacred and burned at the stake; forcibly baptized; targeted with draconian edicts and extortionary taxes; banished to squalid ghettos. Attitudes had grown more enlightened, but only to a point. In Joseph’s native Bavaria, Jews had only recently won the right to attend universities and own property.

			At sixteen, he penned a treatise on the question of Jewish emancipation. Even though his sharp critique of German society angered university officials, he went on to give a forceful speech on this topic, in which he wondered why “my people” were “treated with little more consideration than that shown a negro slave.”[3]

			Like thousands of other young and ambitious men of his generation, enthralled by secondhand stories of what awaited industrious immigrants in das Land der unbegrenzten Möglichkeiten (the land of limitless possibilities), Joseph fixated on traveling to America. A cousin, Lewis Seligman, had settled in a town called Mauch Chunk (since renamed for the Olympian Jim Thorpe) in Pennsylvania coal country.[4] Joseph, who had yet to complete his university studies, pleaded with his parents to allow him to go. David initially protested, relenting only after Joseph secured a formal invitation from his cousin.

			The trip to Bremerhaven took seventeen days. At night, Joseph and his fellow travelers camped on the roadside. This cramped and bumpy journey was luxurious compared to what awaited him aboard the Telegraph, where Joseph’s forty-dollar steerage fare afforded him one meal a day and a dingy cabin he shared with five others.[5] The weather was stormy, the living conditions abysmal, and the voyage seemed endless—the Telegraph was at sea for forty-two days.[6] When he finally reached New York on September 25, he found the conditions on land no less turbulent than those at sea. He stepped ashore into the financial panic of 1837, one of the worst economic crises the nation had experienced since its founding.

			

			—

			The day of Joseph’s arrival, the New York Evening Post carried a description of the origins of the banking crisis that sounded eerily similar to modern financial meltdowns:

			
				Confidence was extravagant, boundless; every body gave credit to every body…till at last the community began to see the folly of confidence without grounds, and they stopped short. Confidence was destroyed by its own excess. If the confidence of the people could have been kept up for ever, if the bill holders could have been prevented from ever calling to get their notes paid, the banks would have never stopped, bank paper would have become more and more abundant; prices would have risen indefinitely; speculation would have gone on without end.[7]

			

			Across the country, banks toppled, spreading economic ruin from Vermont to Arkansas. The ensuing recession lasted well into the 1840s. During this traumatic period, eight states and the Florida territory declared bankruptcy.

			Despite the tumultuous financial climate, Joseph found a job in Mauch Chunk working for Asa Packer, a self-made man then on his way to building a great fortune. Packer (who would go on to serve two terms in Congress and found Lehigh University) had established a handful of stores and a boatyard on the banks of the Lehigh Canal, where he operated a business transporting coal by barge from nearby mines. Packer hired Joseph as a cashier and clerk, but, impressed by his intellect, the businessman soon promoted Seligman to a $400-per-year position as his private secretary.

			Perhaps inspired by Packer’s bootstrapping tale, Joseph did not linger long in his employ. After about a year, he struck out on his own. Following a road map popular among young Jewish immigrants, he invested his savings (about $200) in merchandise that would appeal to the farmers and coal workers—and more important, to their wives—living in isolated locations outside town, gathered the goods into a pack, and then trudged off into the countryside.[8]

			Pack peddling was arduous and lonely. A sort of boot camp for budding entrepreneurs, it necessitated a healthy reservoir of determination, charisma, and courage. Men like Joseph hauled back-crushing loads of one hundred pounds or more. Their profession required a fair bit of charm and rapport-building and not just to make sales, since they relied on the hospitality of their customers for food and lodging. Peddling was also dangerous. With their imperfect English and road-worn appearance, these roving salesmen were sometimes greeted with contempt, taunted with insults, and chased by rock-throwing locals. As foreigners and transients, they made easy scapegoats for various crimes. Traveling alone and carrying both merchandise and money, they were also attractive targets for criminals. In some cases, peddlers were robbed, beaten, stabbed, even murdered.[9]

			Despite the perils and hardships of the road, Joseph thrived. Just as his cousin Lewis had provided glowing accounts of American life in letters home, Joseph’s dispatches painted an enticing picture, and he included proof. He repaid the $100 his mother had given him when he set off for America and fronted the steerage fare for the second and third eldest Seligman brothers, Wolf and Jacob, to join him in Pennsylvania. In the spring of 1839, two more wagons departed Baiersdorf, carrying two more Seligmans, who thereafter would go by William and James. This was how chains of immigration often worked: a cousin, a brother, an uncle would serve as a magnet to other family members. In the case of the Seligmans, nearly the entire clan would soon join Joseph in America.[10]

			For James, the journey across the Atlantic was unforgettable—in the worst imaginable way. “In the steerage large cots were placed close together, and seven of us slept on a cot,” he recounted when he was well into his eighties. “During stormy weather we were crowded together in utter darkness for two or three days. It makes me sick to think of it, and the less said of it the better.” On the miserable voyage, one passenger contracted smallpox, which spread quickly to dozens of others, including fifteen-year-old James, who was quarantined upon reaching New York. As he convalesced, James later recalled, a doctor administered “a dose of castor oil, which was so bad that I have tasted it ever since.”[11]

			The most handsome of the Seligman boys, James was a natural salesman, and Joseph staked his first foray into peddling, as he had William’s. To get him started, Joseph bought him $300 worth of gold and silver jewelry—“rings, pins, chains, etc.,” James recalled. He crisscrossed Pennsylvania, then ventured farther south in search of fertile new territory. Finally, he reached Alabama. He found the business opportunities so plentiful there that he excitedly returned north to persuade his brothers to relocate their peddling operations. To make his case, he needed to do little more than splash his profits in front of them. During his southward swing, he had pocketed around $1,000.[12]

			In the summer of 1841, another Seligman, Jesse (born Isaias), then about fourteen, reunited with his brothers in Lancaster, Pennsylvania, where they had established a small store that served as a supply depot for their peddling excursions. “I remained in Lancaster a few weeks,” Jesse remembered, “during which time I learned the English language to some extent, and, at the same time, mastered the science of smoking penny cigars.”[13] That fall the four brothers sailed for Mobile with about $5,000 of merchandise.[14] They contemplated opening a store there, but the city was expensive and filled with competitors. “We therefore thought it advisable to go to some interior town,” Jesse recalled.[15]

			The Seligmans continued on to Selma, which James had touted from his previous trip. The community of about twelve hundred residents was a popular trading center, and the brothers established a makeshift shop there, arraying their goods beneath a tent, before eventually renting a storefront. Joseph stayed behind in Selma to run the store while his brothers embarked on what Jesse would describe as a monthlong “tour of inspection of the surrounding country.”[16]

			Perhaps the cause was a jibe about his foreignness—or his Jewishness—or maybe it was a dispute over merchandise, but while his brothers were on the road, Joseph quarreled with a local. Their argument turned violent, and Joseph was jailed as the instigator of the brawl. A local judge stood ready to impose a prison sentence, when a witness—the son of a prominent citizen—fingered the other man as the aggressor.

			The tale in the Seligman family is that decades later, as Alabama struggled under the burden of its crushing Civil War debt, Joseph found a way to repay the favor. The witness who exonerated him, now an Alabama judge, had traveled to New York in search of financing for the cash-strapped state. One by one bankers declined Alabama’s business. The judge finally visited Joseph, not realizing that the silver-haired banker was the young, battered merchant he had once assisted. But Joseph recognized the Alabaman instantly. Without committing to a loan, he invited the judge to his home that evening for a dinner party celebrating the engagement of one of his daughters. Midway through the evening Joseph silenced his guests and told a story about an unjustly accused Jewish peddler who was spared prison thanks to the unsolicited testimony of a young man. He finally announced dramatically, “The youth is none other than the illustrious Alabama jurist who honors our table tonight, the friendless Jew none other than my humble self.” Addressing the surprised judge, Joseph told him that the Seligman brothers would be pleased to advance Alabama a loan of $1 million.[17]

			

			—

			Not long after the Seligman brothers relocated to the South, word arrived from Bavaria that Fanny Seligman had died. She was forty-two. Over the next two years the remaining Seligmans—sisters Babette, Rosalie, and Sarah, and brothers Henry (born Hermann), Leopold (Lippmann), Abraham, and Isaac—immigrated to the United States. In 1842, James returned to New York briefly to meet the first wave of Seligman siblings, who ranged in age from three (Sarah) to twenty-one (Babette), and to set them up in a house at the corner of Pitt and Grand streets. David Seligman, whose business collapsed after Fanny’s death, reluctantly left Baiersdorf in 1843. He died just two years after reaching New York.

			The brothers, meanwhile, continued to build their business in the South, establishing stores in Eutaw, Clinton, and Greensboro. Their shops carried a vast assortment of products: jewelry, fabric, clothing, cookware, saddles, hardware, guns, sheet music, even pianos.

			“The Ladies are respectfully invited to examine our beautiful styles of Bareges, Balzarines, Polk-a Muslins, Thread Laces, Hosiery, Bonnets and Ribbons, and a variety of Fancy Goods, which have been selected with taste, and will be sold at prices to suit the times,” the brothers’ Greensboro store advertised.[18] They called this shop Seligman’s New York Cash Store—they often emphasized that their merchandise had been imported from New York—and boasted “quality and low prices” that “cannot be surpassed by any establishment in the South.”[19]

			Business was good, but by the late 1840s, Joseph and his brothers were eyeing new opportunities. Southern life had never really suited them. Uncomfortable with the slave-holding culture, the Seligmans gravitated toward the abolitionist politics of what would become the Republican Party. Jesse became an admirer of Henry Clay, the Kentucky statesman who denounced slavery’s expansion into the new U.S. territories, when he visited Eutaw as the Whig Party’s presidential nominee during the 1844 campaign.[20]

			In 1848 the Seligmans decided to close their Alabama stores and return north. If slavery was part of the impetus for their departure, it was not the main cause, according to one of Joseph’s grandsons, the writer and rare book dealer George S. Hellman (father of The New Yorker’s Geoffrey Hellman). “It would…be an exaggeration to suggest that their antipathy towards human subjection by reason of race or creed or color was their chief motivation in deciding upon the North as their future home,” Hellman wrote in his unpublished history of Joseph and his brothers, “The Story of the Seligmans.”[21] The decision to relocate to New York was mostly an economic one. “We thought that we might better our condition by coming North,” Jesse maintained.[22]

			As the Seligmans wrapped up their Alabama operations, they placed a notice in a Greensboro newspaper. “LAST CALL!” it announced. “All persons indebted to the late firm of J. Seligman & Bro’s are earnestly requested to make payment, as longer indulgence cannot be given.”[23]

			Departing from the South marked a new phase in Joseph’s life. In late 1848, as he was nearing thirty, he returned to Bavaria for the first time since he had left. To the townspeople of Baiersdorf, he personified America’s promise. The teenager who’d left in the back of a crowded wooden cart had come back a prosperous businessman who sought out and paid his late father’s creditors with interest. That wasn’t the sole purpose of his visit, though. He also came to Germany, along with his brother James, to meet with local exporters—and to bring home a wife. In Munich, he married his nineteen-year-old first cousin, Babette Steinhardt.

			

			—

			As he sailed back to New York with his new bride, his days of peddling must have seemed deceptively distant. Seven years earlier the brothers had lacked the cash to open a business in Mobile, but now they had built enough capital to establish a beachhead in what was soon to be the nation’s undisputed financial center. At 5 William Street in downtown Manhattan, James and Joseph formed J. Seligman & Brothers, Merchants, which was soon rebranded as J. Seligman & Brothers, Importers, in keeping with the brothers’ growing business ambitions. Sixty years later, on that same corner lot, the Seligmans would erect an elegant eleven-story limestone tower befitting one of America’s leading investment banks. A couple of decades later, when the Seligman firm had moved on to new premises, an ascendant Wall Street firm, established by another set of Bavarian brothers with Alabama roots, would claim the neo-Renaissance-style skyscraper as its own headquarters.

		

	
		
		
			2

			THE PEDDLERS’ PROGRESS

			 

			As the Seligmans cleared out of Alabama, the Lehmans were just settling in.

			“Not respectable”—that was how one representative of credit rating agency R.G. Dun & Co., assigned to assess Emanuel and Henry Lehman’s business, described the brothers’ operation in December 1849. The Lehmans, he noted, had sunk everything they owned into their Montgomery dry goods shop, located in a two-story wood-frame house at 17 Court Square, within earshot of the barking auctioneers at the city’s slave market. The credit reporter provided no further information to support his conclusion. But subsequent entries hint at what he might have found objectionable about the Lehmans. “V[ery] little reliance is here placed in any descendants of the tribe,” another correspondent commented a few years later. By this time a third brother, Mayer, had joined the business. “They are in fair cr[edit] here, but Jews seldom remain and make good citizens.” Another note was even more pointed: “We think they are of that class to whom when goods are sold a strict watch sh[ould] be kept upon their movements.”[1]

			These early reports spoke less to the Lehmans’ character than they did to the ingrained prejudices of the times. But in another respect, they did say a lot about the brothers—showing the obstacles they overcame as they established themselves as some of the South’s leading businessmen in just a decade’s time.

			Henry Lehman, born in 1822, paved the way for the brothers’ rise in Montgomery and, later, New York. The Lehmans hailed from the small Bavarian village of Rimpar, six miles north of Würzburg, where the family was part of a tight-knit Jewish community of 108. The family name had originally been not Lehman but Löw (lion). Following an 1813 edict requiring Jews to select new surnames and swear an oath of loyalty to the state, Abraham Löw, the patriarch, had chosen Lehmann. (After emigrating, the brothers dropped an n from Lehmann.)

			Compared with other Jewish families, the Lehmanns were relatively prosperous. Abraham, a cattle merchant who had a sideline selling wine, owned a comfortable home near the fortified walls of a fourteenth-century castle, where Eva Lehmann gave birth to ten children. Only seven—four boys and three girls—survived until adulthood.

			Henry was the second oldest of Abraham and Eva’s sons, Emanuel the third, and Mayer the youngest, which meant they stood little chance of making a life for themselves in Rimpar or the surrounding villages. Abraham and other Jewish heads of household had to pay Landesschutzgeld, protection money, to live in Rimpar and other towns. Protected Jews were listed on a register known as a Matrikelliste—essentially, a quota system intended to limit the Jewish population. A Jewish family’s oldest son typically received a place on the register (his brothers were out of luck), a privilege that went to Seligmann Lehmann, who joined his father in the cattle business. Little more is known about the oldest Lehman brother, though Mayer’s youngest son, Herbert, a governor of New York and U.S. senator, once hinted at why this might be so. “I rather think he was the Lehman skeleton in the closet,” he said, “as I have always understood that he was a very good, workman-like drinker.”[2]

			When Henry reached twenty-one, he faced an uncertain future in Bavaria. So like Joseph Seligman and thousands of other young men of their generation, he sailed for America. He arrived in New York on September 11, 1844, and soon boarded another ship to Mobile. Henry’s itinerary suggested he already had friends or relatives in the South. He may have gravitated to Mobile based on family ties with the Goldschmidt family of Herbsdorf. Two Goldschmidts traveled to America aboard the same ship as Henry. And a Herbsdorf émigré named Lewis Goldschmidt (Goldsmith, after he reached the U.S.) operated a clothing store in Mobile.[3] If the Lehmans were not acquainted with the Goldsmiths before, then they would get to know them well. Mayer Lehman would later marry in the New Orleans home of one of Lewis Goldsmith’s sons.[4]

			Goldsmith’s shop was a popular way station for young German-Jewish immigrants like Henry, who purchased all the merchandise they could carry and ventured out to peddle their wares, visiting farms, mining camps, and remote hamlets. Jews peddled throughout the United States, but they were often drawn toward developing regions where they faced little competition and could sell their merchandise at a premium. That was why budding businessmen such as the Seligmans migrated south, where the region’s upstart communities were experiencing a surge in population growth.

			Peddlers were like mobile department stores, and they tended to specialize in luxury items, extravagances, and “fancy” goods (decorative knickknacks and accessories). There often seemed to be no end to what a peddler could produce from his pack or excavate from his loaded cart: almanacs, mirrors, picture frames, china, cutlery, table linens, bedding, shawls, coats, shoes, lace, silk, embroidery patterns, watches, jewelry, sewing machines.

			Peddling was the most popular start-up profession for the German-Jewish immigrants who came to the United States in the 1830s and ’40s because it was a familiar one. It had been one of the few professions available to their fathers and grandfathers in the old country. In an America rapidly expanding south and west, peddling offered new arrivals a foothold on the economic ladder. “I call it the Harvard Business School for Jewish boys,” said John Langeloth Loeb, Jr., a great-grandson of Mayer Lehman and onetime U.S. ambassador to Denmark.[5]

			After gaining some experience, the next rung up for peddlers was opening a store. Within a year of arriving in Alabama, Henry Lehman had saved enough to take this step, choosing Montgomery as the place to hang his shingle.

			Founded about twenty-five years earlier, Montgomery was a fast-growing outpost of about six thousand, a third of its population consisting of slaves whose toil turned the gears of southern commerce. Henry had good reason to see potential in the city, which became the state capital the year after he arrived. A railroad line was under construction that in the coming years would connect Montgomery to East Coast destinations. And the city sat at the northernmost navigable point for steamships traveling the Alabama River, making it an important commercial and transportation hub. Henry was far from the only merchant to glimpse Montgomery’s promise—by the early 1850s, the city had more than thirty dry goods stores.[6]

			Henry opened his first shop on Commerce Street—the move to more auspicious premises on Court Square would come a few years later—in a dilapidated house, where he tended to customers by day and retired each evening to the austere back room where he slept.[7] Much about Montgomery must have seemed alien to Henry, starting with the humid climate that made it ideal for cultivating cotton and other crops—but also for the spread of mosquito-borne illnesses such as yellow fever. “There is money to be made here,” the young immigrant wrote home to his family at one point, “if the Fever doesn’t get me first.”[8]

			The lack of an established religious community would have been another cause for culture shock. Henry was among the first Jews to settle in Montgomery: around the time he arrived, about a dozen other Jewish men lived there, enough at least for a minyan, the quorum of ten adult males required for public worship in the Jewish faith. The city had no temple, so they conducted religious services in the home of a local grocer.[9] In 1846, Henry joined other members of Montgomery’s Jewish community to form a benevolent society, Chevra Mevacher Cholim, to tend to their sick and bury their dead in accordance with religious law. One of its first priorities was establishing a Jewish cemetery.[10]

			In 1849, Henry and other members of Chevra Mevacher Cholim (Society for Relieving the Sick) organized the city’s first Jewish congregation, Kahl Montgomery, and the twenty-seven-year-old merchant was elected vice-president of the fledgling organization of about thirty members. His twenty-two-year-old brother Emanuel, whom Henry had lured to Montgomery in 1847, was appointed the congregation’s secretary.[11]

			Kahl Montgomery was modeled on New York City’s Temple Emanu-El, which had been founded a few years earlier. Emanu-El’s congregants practiced a new, liberal form of Judaism that had been imported from Germany and that took a looser view of Jewish customs, including the dietary laws; Reform Jews saw their religion as a progressive one that should evolve with the times. Propelling this movement was the mass migration of Jews from the ghettos of Europe to the United States, where they settled among Christians and strove to blend into a society in which ancient prejudices, while present, typically did not abridge their rights as citizens.

			A year after Emanuel’s arrival, Henry moved his shop to Court Square, in the heart of Montgomery’s bustling commercial district. And he hung a new sign above his door, signifying Emanuel’s admission as a partner. It read, “H. Lehman & Bro.”[12] Now in his late twenties, Henry had devoted himself single-mindedly to economic advancement. With his business steadily growing, he felt confident enough in his financial future to marry. On November 7, 1849, he wed twenty-four-year-old Rosa Wolf, who also hailed from Bavaria (and who was possibly a childhood sweetheart).[13] The following summer came two new Lehman arrivals—Henry and Rosa’s firstborn, a son named David, and Mayer, who had come over from Germany.

			

			—

			It was not just the promise of economic opportunity but also the threat of political turmoil that delivered Mayer to the American South. Beginning in 1848, the year Karl Marx and Friedrich Engels published their Communist Manifesto, a series of bloody uprisings engulfed Europe. Like a lit fuse, the protests leaped from Italy to France to the independent states of Germany, to the Hapsburg Empire, until much of Western Europe was aflame with revolutionary fervor. The causes of the unrest, fueled in part by widespread economic hardships, differed from place to place, but a common thread running through the protest movements was a demand for democratic reforms and basic civil rights.

			By some accounts, Mayer participated in the agitations in Bavaria and had links to a group of liberal revolutionaries that included Carl Schurz, who after fleeing Europe went on to political prominence in America as a U.S. senator and secretary of the interior during the administration of Rutherford B. Hayes.[14] Many Jews had joined in the demonstrations besieging the monarchies of pre-unification Germany, seeing a chance to liberate themselves from centuries of oppressive rule that had forced them to live as permanent outsiders.

			In 1849 the Jews of Bavaria appeared to be on the cusp of a breakthrough. That December the lower house of the Bavarian Landtag approved a bill granting them the same rights as Christians. Jews rejoiced, but other citizens angrily denounced the measure. One incensed lawmaker argued that Jews would remain foreigners even if their Bavarian roots stretched back a millennium. Just as equality came within reach, it was snatched away: in February 1850 the upper chamber of parliament rejected Jewish emancipation.[15]

			By May, Mayer had set off for America. He joined thousands of “Forty-Eighters,” as this wave of émigrés was known, who departed Europe in the aftermath of the revolutions of 1848 and 1849, many of them escaping reprisals or persecution for their revolutionary activities. Mayer traveled to the French port city of Le Havre—from which Henry had made the Atlantic crossing six years earlier—and boarded a three-masted ship dubbed the Admiral, cramming in with hundreds of other passengers in steerage. He arrived in New York on July 17.[16] Had the voyage lasted even twenty-four hours longer, the Lehman name might never have been etched into American financial history. Just as the Admiral docked, a hurricane was churning up the East Coast from the Caribbean. The storm made landfall in New York the day after Mayer’s arrival, unleashing violent winds that peeled the tin roofs off buildings.[17]

			After Mayer joined his brothers in business, an s was added to the firm’s legend. The newly rechristened H. Lehman & Bros. advertised itself as “wholesale and retail dealers in dry goods, clothing” and stocked “groceries, hardware, boots, shoes, hats, caps, bonnets, cutlery, flowers, combs, etc., etc., etc.”[18] There was much et cetera in the brothers’ business dealings during this period. They also dealt extensively in real estate, buying and selling land and other properties, and they dipped a toe into the cotton business, the predominant local industry.

			Cotton was the de facto currency of the South. There was plenty of paper money in circulation—that wasn’t the problem. President Andrew Jackson’s 1832 decision to pull the plug on the federally chartered Second Bank of the United States, which had kept the issuance of currency by state-chartered banks in check, had led to a proliferation of loosely regulated institutions, each churning out its own notes. Counterfeiters gleefully exploited this haphazard system, flooding the market with bogus bills. (The counterfeiting epidemic eventually led to the creation of the U.S. Secret Service in 1865, by which time about a third of all banknotes in circulation were thought to be fakes.)

			Because paper currency was not always reliable, tangible commodities formed the backbone of American commerce, and in the South cotton reigned as the premier cash crop. In their general store, the Lehmans accepted payment for goods in cotton. “It was largely a barter arrangement,” Herbert Lehman recalled of his family firm’s business origins. “The farmers would come in with their cotton and trade it for shirts and shoes and fertilizer…and seed, and all the necessities. That’s how they got started in the cotton business.”[19] The Lehmans also extended credit to farmers and plantation owners, advancing them merchandise and securing these loans with liens on the cotton harvest.

			In contrast with the Seligmans, who opposed slavery and supported the Republican Party, the Lehmans, lifelong Democrats, grew accustomed to this practice as they acclimated to southern life. By 1850 they were buying slaves of their own, which they used for domestic help and to assist in their business. Eventually the brothers owned at least seven slaves. One was Martha, a girl of about fourteen at the time of her purchase, who was deemed “sound in body and mind, and a slave for life,” according to the bill of sale. Her price: $900.[20]

			How did the Lehmans rationalize owning slaves, given that one of the origin stories of their faith tells of the flight of the Jewish people from bondage and the harsh punishment meted out by God against the Egyptians who had enslaved them? Moreover, many Forty-Eighters naturally translated the values they had battled for in Germany into the struggle for abolition in the United States.

			An unpublished Lehman Brothers–commissioned corporate history, titled “The Seed and the Tree” and authored by late Lehman partner Frank Manheim, notes dryly that the Lehmans “came to share the views and prejudices of their adopted community.”[21] They were not alone. Many southern Jews came to accept, if not embrace, slavery—though the spiritual dissonance of this position, even at that time, was lost on no one. During one barbed congressional debate over slavery in the 1850s, an abolitionist senator inveighed against “Israelites with Egyptian principles”—a dart aimed at his slavery-defending colleague Judah Benjamin, the Jewish Democrat from Louisiana who would go on to serve in the cabinet of Confederate president Jefferson Davis during the Civil War.[22] For prosperous southern Jews, slaveholding was a rite of assimilation that placed them on equal footing with the white gentry. Indeed, for the Lehmans, owning slaves may have made them feel more “white” and southern.

			In its ledger covering the businesses of Montgomery County, R.G. Dun & Co., year by year, recorded the Lehmans’ progress. “Keep a large stock are d[oing] a g[oo]d bus[iness]….Stand fair. Good for their contracts,” the credit rating agency noted in December 1852. A couple of years later it described the Lehmans as “sober, indus[trious] & attentive bus. men” who were “d[oing] a v[ery] g[oo]d sort of bus.” By 1855, R.G. Dun estimated the Lehmans’ worth at about $50,000, 60 percent of which was “in real estate & negroes.” And it noted that though the Lehmans were Jews, they “are consid[ered] almost as good as ‘white men.’ Are thought well of & consid[ered] as hon[est] and trustworthy as it is possible for Jews to be.”[23]

			The Lehmans, by now, were taking the next evolutionary step in their progression from merchants to bankers. Though they did not yet advertise themselves in these terms, they were becoming commission merchants—businessmen who brokered commodities such as tobacco, sugar, or, in the Lehmans’ case, cotton. Local planters consigned their crop to the Lehmans, who arranged for its sale and for the logistics—including insuring the cargo against fire or maritime losses—of its transport. Such merchants, sometimes also known as cotton factors, collected a fee of about 2.5 percent on each transaction, plus expenses.[24]

			As their business grew, so did the terrain the Lehmans covered. Emanuel traveled regularly to New York to meet with northern cotton buyers and exporters, purchase merchandise for their store, and manage their accounts in local banks. Henry, meanwhile, ventured often to New Orleans to visit business contacts in the busy port city, where ships ferrying cotton to New York and Europe were constantly coming and going. During his brothers’ absences, Mayer minded the store in Montgomery and boned up on the cotton business. Outgoing and gregarious, he befriended local growers, who tutored him on their business, from the weather conditions that could affect the crop, to its growth cycles, to the elements that determined the commercial quality of a harvest.

			During the summer of 1855, yellow fever outbreaks began flaring in the South. The virus manifested like a typical flu, causing fever, fatigue, muscle aches, and the chills. But then came bleeding in the eyes, mouth, and intestines, producing black vomit—a telltale symptom. Death often followed. Two years earlier the virus had wiped out as much as 10 percent of the population of New Orleans. In late September 1855 several cases of yellow fever were reported in Montgomery. “Many persons are already seeking safety in the country,” a local newspaper reported.[25]

			Sometime that fall Henry departed Montgomery on one of his periodic business trips to New Orleans. Various Lehman biographers have recounted the story of how, panicked by the outbreak in Montgomery, he left town at the urging of his brothers. But if so, New Orleans would hardly have qualified as a refuge. The city was experiencing its own full-blown yellow fever epidemic, with hundreds dying each week. During this outbreak, the fever eventually claimed nearly three thousand lives there—including Henry’s. He died on November 17 and was buried in the city’s only Jewish cemetery, leaving behind an estate of $42,000.[26]

			

			—

			The future of the business Henry founded now fell to Emanuel and Mayer. By appearance, it was easy to mistake the two brothers. Both stood about five foot six. Both had dark eyes and features. And both wore Vandyke beards, clean-shaven to the jawline, with whiskers that spilled over their shirt collars.

			But temperamentally they were opposites. Mayer was energetic and amiable, the smiling outward face of their enterprise, who built relationships with members of the southern elite and slipped, with surprising grace, into prominent circles. He counted among his close friends Thomas Hill Watts, a Montgomery lawyer and plantation owner who would later serve as Alabama’s governor, and Hilary Herbert, a future navy secretary. “It’s an amazing thing how quickly my father apparently became integrated into the economic and social life of his community,” Herbert Lehman, Hilary Herbert’s namesake, once noted.[27]

			One quality that served him well was his unusual ability to relate to people. “He could with ease and facility consider the feelings and emotions of other people and give due consideration to them,” one friend remembered of Mayer and his “peculiar constitution of mind.”[28] He relished the adrenaline rush of risk, and as the Lehmans edged further into the cotton trade, he drove this expansion.

			Emanuel, by contrast, was reserved and a bit of a worrywart, averse to unnecessary hazard. He felt most comfortable handling the financial nuts and bolts of their business. A longtime employee recalled Emanuel as “mature already in his youth” and a “courteous” and supremely intelligent man to whom there was no artifice—“no sham, no glitter, no display.”[29]

			“My father was always very progressive,” Herbert Lehman recalled, referring to Mayer. “My uncle Emanuel was conservative….People used to joke about the firm’s caution. They always said that when they came in, they’d ask my father’s opinion of the cotton market, and my father would say, ‘I would buy.’ Then they would go to my uncle, and he would say, ‘I would sell.’ ” The brothers provided a natural check on each other, with Mayer pushing the boundaries of their business and Emanuel serving as the voice of restraint. The story in the family was that Mayer made the money and Emanuel kept them from losing it—at least most of the time.[30]

			Always close, the brothers pooled their resources and for decades shared a cash account, from which they paid their household expenses without concern for which brother was withdrawing more from the communal pot.[31] They shared this practice in common with the Seligmans, who kept “no account of private incomes or expenditure” and “trusted the other to spend just what was necessary to maintain his family in comfortable circumstances,” according to Isaac, the youngest of the brothers.[32]

			With Henry gone, Emanuel and Mayer changed the name of their firm a final time. From now on, they would go by Lehman Brothers.

		

	
		
		
			3

			MANIFEST DESTINY

			 

			During the mid-nineteenth century, the United States was expanding its frontiers in various directions. So, too, were the Seligmans. Soon after returning North, the brothers split up in search of new financial opportunities, a divide-and-conquer strategy they would employ throughout their careers. James and Joseph manned their Manhattan importing business, while William headed west to St. Louis to open a clothing store with his sister Babette’s new husband, Max Stettheimer. Jesse and younger brother Henry, meanwhile, decamped hundreds of miles north to Watertown, New York, near the border of British North America (what would become Canada), where they established the New York City Dry Goods Store on a business-lined plaza known as Public Square.

			One of their customers was a young army officer recently assigned to nearby Sackets Harbor, an important military outpost where American soldiers had repelled a British incursion during the War of 1812. First Lieutenant Ulysses S. Grant was fresh from his service in the Mexican-American War, where he had first seen combat. The two-year war, rooted in the doctrine of “manifest destiny,” which placed the imprimatur of God on America’s rapacious and bloody westward expansion, had resulted in the nation extending its borders still farther, swallowing 55 percent of Mexico’s territory, including all or part of present-day Arizona, California, Colorado, Nevada, New Mexico, Texas, and Utah. Grant had no illusions about what he and his fellow soldiers had participated in, later calling the conflict “the most unjust ever waged by a stronger against a weaker nation.”[1]

			In Watertown, Grant grew friendly with the Seligmans. Over games of poker and checkers, they cemented a lifelong bond. “On our acquaintance we immediately became friends,” Jesse recalled, “and from that hour until his death I know of no one who was entitled to greater love and respect from not only his own immediate friends, but from the people of the entire country.”[2]

			The brothers had not been in business a year when, early one Sunday morning in May 1849, a fire erupted in Watertown’s main business district. The blaze leaped from one timber-frame building to the next. Banks, hotels, the post office, an Episcopal church—all succumbed to the flames. The fire incinerated one hundred structures, including Jesse and Henry’s store.[3]

			They worked quickly to rebuild, but barely had they reopened when Jesse grew restless. The north country, picturesque and profitable though it was, felt especially far from the action. To read the newspapers, the center of the universe was California, where, just days before Mexico signed away its claim to this territory, a sawmill operator discovered gold dust in a Coloma riverbed. A national stampede of fortune-seekers followed. The gold fever seemed to afflict a certain young swashbuckling type—Jesse, then twenty-three, caught the bug. But instead of following the horde into the Sierra Nevada foothills, he sought to stake a different sort of claim.

			People were pouring into San Francisco by the thousands—and all these new arrivals were potential customers. Because of the logistical challenges of transporting merchandise to the West and the explosion in new wealth, Jesse wagered that in California he could sell goods imported from New York and Europe for many times their worth.

			Whatever case he made to Joseph, the sober-minded paterfamilias, it was persuasive. Jesse not only secured his brother’s permission to establish a new Seligman outpost in San Francisco, but he departed for California with a $20,000 trove of merchandise, representing a major investment by the brothers. While Henry remained in Watertown, Leopold accompanied Jesse west. At nineteen, Leopold had yet to contribute to the family enterprises—in California, Joseph hoped his artistic younger brother would gain some business sense.

			No easy route to California existed, only marginally less dangerous ones. Many traveled overland in wagon trains, but the trip could take six months or more, if you survived a gauntlet of hazards. You could sail the entire way, but that required detouring around South America and rounding the continent’s southernmost tip, Cape Horn, a perilous stretch of ocean known for its unpredictable weather patterns and towering swells. From New York, the trip was about sixteen thousand miles. The shortest journey, and the one Jesse and Leopold chose, entailed sailing to the Panamanian Isthmus, the narrowest stretch of land linking North and South America, where about fifty miles of rugged terrain separated the Atlantic and Pacific oceans. In Chagres, on the Atlantic side of the isthmus, goods and gear were off-loaded and lashed to mules; passengers caravanned through the jungle and over mountain passes to Panama City, where they boarded another ship to California.

			The Panama route, which halved the length of the westward journey, came with its own risks. One of the biggest was contracting malaria, yellow fever, or any number of tropical illnesses endemic to the area. By the time the Seligmans boarded a paddle wheel steamship dubbed the Northerner for the second leg of their trip to California, Leopold and many of their fellow passengers had come down with a malarial fever. Anxious days passed as eight travelers died, their bodies heaved into the sea. But Leopold, to Jesse’s great relief, slowly regained his strength.[4]

			Sometime in the fall of 1850, the Northerner glided into San Francisco Bay and deposited the brothers and their brimming crates of merchandise into a freewheeling frontier outpost that had almost literally sprung up overnight. It was a city of vice and excess, populated by gamblers, rogues, and schemers of every description. Saloons and gambling houses lined the muddy, refuse-strewn streets. Street brawls and gun duels were a common sight.

			Surveying the city’s landscape of canvas tents and ramshackle structures, Jesse realized that San Francisco was at risk for the type of catastrophic blaze that had torn through Watertown. He managed to lease space in the city’s only brick building, which adjoined a hotel called the Tehama House. Jesse’s instinct was sound. Around eleven p.m. on May 3, 1851, a fire started in a paint store and
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