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			Preface

			This book is based on almost unlimited access to Alan Greenspan, his papers, and his colleagues and friends, all of whom were generous in their collaboration. For a period of five years, starting in the autumn of 2010, I was a familiar visitor to Greenspan’s offices in Washington, D.C., and saw him in other contexts, too: at home, hosting a dinner for a former British prime minister; at his suite in the Ritz on New York’s Central Park South, where the staff welcomed him with a model of the Federal Reserve building made out of chocolate; on the Acela train between his two home cities, where he tipped the porters generously, proclaiming a belief in redistribution. At some point in this process, after we had logged more than seventy hours of recorded conversations, I stopped counting the time. The intriguing bits seemed to come at the least expected moments, and they were not always when the recorder was running. Once, after Greenspan had mentioned his love of automobiles, and particularly their ability to lift his mood from a dark patch, I sent a note over to his office, wondering how seriously he had meant this. Later that day, Greenspan replied:

			Dear Sebastian,

			In 1959 I bought a Buick convertible with tail fins and red leather seats. It did cheer me up driving on highways with J.S. Bach loudly pouring out of my car radio speakers. I do not recall being depressed prior to the purchase, however.

			Best,

			Alan

			I looked around for a photo that matched Greenspan’s description, and sent it over to him. Greenspan’s assistant relayed his answer:

			AG said this is his car! But his was red interior with black exterior (not white, as in the photo). He said he had air conditioning.

			In the margins of conversations about money and power, the private man would surface unpredictably. Once, rather early in the process, I asked Greenspan about his romantic life. “I dated news anchors, senators, and beauty queens,” he stated, a bit mischievously. I asked him what made him most happy. A sense of progress, a life trajectory angled upward at the steepest possible incline, he replied, with disarming honesty. I asked him why, despite having spent almost two decades as the world’s most powerful economist, he still persisted in describing himself as a “sideman.” The answers stretched back to the love and injury he had experienced as a child. His ambition, his shyness, the manner in which he navigated Washington—all had their roots in a 1930s boyhood on the northern tip of Manhattan.

			Some of the best research discoveries came almost despite him. Several assiduous reporters had tried to lay hands on Greenspan’s early writings, contained in his doctoral thesis; oddly, New York University, which awarded the degree, had lost it. But after several months of sitting at the round table in Greenspan’s office, I noticed a pattern: when he referred to his youthful thinking, his eyes would drift up to a certain shelf; and, following his gaze, I spied a fat binder. One day, when Greenspan returned to the subject of his intellectual development, I looked up at that same shelf. I would love to read that early work, I said, staring purposefully at the binder. Despite the awkward nature of the content, he gave it to me.

			I knew that in the 1960s, when Greenspan had been the de facto chief economist for the claque of libertarians clustered around the novelist Ayn Rand, he had delivered a series of lectures titled the Economics of a Free Society. I wondered if there were recordings, or possibly a text, affording an insight into Greenspan’s worldview as he crested his late thirties. One day, as I tracked down Greenspan’s friends and colleagues from those times, I found myself in a secluded cabin in the woods of Virginia, talking to Lowell Wiltbank, who had managed the computers and machines at Greenspan’s small consulting firm. Learning that Wiltbank was himself a devotee of Rand’s thinking, I asked whether he had kept memorabilia from her movement. His basement was stocked with it, he said. Before very long, I had three hundred pages of transcripts: the complete map of my subject’s mind, at the height of his intellectual purism.

			Inevitably, research of this kind involves drilling many dry boreholes. But the gushers repaid me: the personal files of the Republican provocateur Patrick Buchanan, which contained Greenspan’s unapologetically conservative memos to Richard Nixon on the racial tensions and assassinations of 1968; the untold story of the Fed’s record on derivatives and mortgages, teased out of interviews and documents released under the Freedom of Information Act; the sensitive memories of some of the women who loved him, foremost among them his wife, Andrea Mitchell. As I write in my acknowledgments, my own discoveries were augmented by an exceptional research team at the Council on Foreign Relations. Between us, we conducted hundreds of interviews and consulted thousands of pages of documentary sources in an attempt to reconstruct a life as vividly and accurately as possible.

			I was moderately surprised when Greenspan agreed to cooperate with this project. I approached him after he expressed admiration for my history of hedge funds, which he cited in his own retrospective work on the 2008 financial crisis. But I imagined his attitude might be colored by an earlier book: my account of the World Bank under its tempestuous boss James Wolfensohn. Although my verdict on Wolfensohn had been broadly positive, it had not been received well: Wolfensohn sought to discredit me, and the World Bank bookshop decided not to display the stacks of copies it had ordered. During one of his tantrums, Wolfensohn’s staff had arranged for a distinguished friend to call and calm him down. The friend was Alan Greenspan.

			Despite this unpropitious background, Greenspan did agree to talk to me, even though he understood that he could claim no power over my account or my conclusions. On the advice of my literary agent, I tried to lock him in, asking that he sign an agreement promising cooperation with me and no other author. At this, Greenspan balked, observing that at some point I was likely to start doing things that he disliked; and since I was not offering to bind my hands, he was not about to bind his either. After that testy beginning, we proceeded on the basis of mutual autonomy—a fitting formula for the biography of a libertarian—and I would not in retrospect have wished anything different. The arrangement gave me full access to my subject combined with untrammeled independence. Married to one journalist, a courter of others over many years, Greenspan understood that he should not try to control me.

			At the end of my writing, I hesitated to show my manuscript to Greenspan. Nothing in our relationship required me to do so, and I recognized the risks in putting my cards on the table. The mere extent of my research might come as a shock: in some cases, I had not told Greenspan about the documents I had unearthed because these often spoke for themselves and did not require his comment or elaboration. Besides, people generally do not find it easy to swallow an outsider’s unvarnished account of their doings—like Wolfensohn before, Greenspan might react by firing back at me. Inevitably, the evidence had led me repeatedly to an understanding of my subject’s actions and motives that was at variance with his own account—he was not going to like that. But after some deliberation, I did show Greenspan the pages. For one thing, openness seemed the more honorable course; he had been open with me, after all. For another, I wanted to submit my research to this final check. After five years of exhaustive efforts to get to the truth, it seemed right to test my results one last time against my subject’s memory.

			Three weeks after receiving my pages, Greenspan called me in London. We had two long conversations during which he vigorously disputed my interpretations in only a handful of places. The rest he accepted, noting with a chuckle that my history was perhaps more accurate than positive. I deferred to him on one detail about his relationship with his parents, and added a point about his motives in resisting derivatives reform in the late 1990s. In other instances, I weighed what he said but left my account substantially unaltered.

			Positive or not, I hope this history is instructive. As the most influential economic statesman of his age, Greenspan spent a lifetime grappling with a momentous shift: the transformation of finance from the fixed and regulated system of the postwar era to the free-wheeling free-for-all of the past quarter century. No other individual was closer to the decisions that attended this change. The story of Alan Greenspan is also the story of the making of modern finance.

		

	
		
			“Just prior to World War I emerged one of the historic disasters in American history, the creation of the Federal Reserve System.”

			—ALAN GREENSPAN, 1964

			“The bottom line is that we really do not know how this system works.”

			—ALAN GREENSPAN ON THE FED’S OPERATION OF MONETARY POLICY, 1999

			“Financial markets now view Chairman Greenspan’s infallibility more or less as the Chinese once viewed Chairman Mao’s.”

			—ALAN BLINDER AND RICARDO REIS, 2005

			“Ages are no more infallible than individuals; every age having held many opinions which subsequent ages have deemed not only false but absurd.”

			—JOHN STUART MILL, 1859

		

	
		
			Introduction:

			“HE HAS SET A STANDARD”

			On January 23, 1986, the members of the president’s economic advisory board gathered in the Roosevelt Room in the West Wing of the White House. The group met in secret; to evade the irritating disclosure laws, the organizers had invited the CIA director and used his presence as an excuse to declare the meeting classified. Walter Wriston, the tall, slouched executive who had built Citicorp into the nation’s top commercial lender, took his seat at the table; so did Milton Friedman, the diminutive libertarian iconoclast from the University of Chicago; and so did a dozen other luminaries from Wall Street and academia. After two hours of deliberation, a door opened. In walked Ronald Reagan.1

			The president had one subject on his mind: inflation. With prices rising at around 4 percent per year, the country was far better off than it had been at the turn of the decade, when the rate had approached 15 percent. But 4 percent was still not low enough, at least not for Reagan. Inflation must be forced down to zero, “or we go right back to where we were.”

			One adviser suggested that the rate of acceptable inflation might have risen. But the president had no patience with appeasement.

			“How the hell are we going to level it off?” he demanded.

			“You are 100 percent right,” Milton Friedman responded. “Only one goal is right and that is zero.” If people grew complacent, Friedman reckoned, inflation could be back up around 7 or 8 percent by the end of that year.

			“Didn’t Bastiat say that ‘no civilization has survived fiat money’?” asked Reagan.

			The president’s appeal to a cultish nineteenth-century French economist silenced most of his counselors. It seemed unwise to challenge Reagan on his core convictions—in this case, that a currency founded on nothing sturdier than the goodwill of bureaucrats would fail in its basic purpose, which was to act as a store of value. At the start of his presidency, Reagan had set up a commission to consider a return to the gold standard. At some deep level, the president believed that the remedy to the inflationary malaise of the 1970s was to go back to a simpler time, when money was a tangible substance.

			Friedman waded in again. He sensed where Reagan was going and moved to redirect his thinking.

			“Today fiat money is taken as standard,” the professor insisted. The president was right to fear inflation; but rather than dream of a return to the gold standard, it would be better to avoid inflationary excess by limiting the bureaucrats’ money-printing instincts. Central bank discretion should give way to a monetary autopilot: the law should lay down that the supply of money must increase by, say, 4 percent a year—not more and not less. “We have to tame fiat money by rules,” Friedman said. “Don’t think we can go back to a commodity money.”

			Friedman generally had the last word on such questions. Since the 1960s he had been the reigning academic commentator on monetary matters, and his polemical skills were intimidating. “Everyone loves to argue with Milton, particularly when he isn’t there,” Reagan’s secretary of state, George Shultz, wryly observed; a few contemptuous words from this gadfly could reduce grandees to stutters.2 But one man at the table was ready to stand up to Friedman.

			“Why not a commodity standard?” a quiet voice demanded.

			The quiet voice belonged to Alan Greenspan. He was in many ways a thoroughly unlikely figure. Neither a distinguished university professor nor a private-sector baron, he ran a low-profile New York consultancy. He had married briefly in his twenties; but now, at almost sixty years old, with an athletic frame, generous lips, and slick black hair, he played a curious dual role: introverted data guy and eligible society bachelor. Every Republican president since Richard Nixon had come to value his advice—he was the man who knew the arcana of the federal budget, next year’s likely steel output, and the mysterious fragilities of finance. But he was also an accomplished dancer and a driver of ostentatious cars, and he courted beautiful women, not always sequentially.3 The previous year, Greenspan had appeared on TV in a broad-shouldered power suit to pitch the latest Apple computer, fusing his own brand of nerdy sex appeal with Apple’s insurgent image. After demonstrating how viewers could use the device to track their finances, dial into their bank accounts, and pay bills electronically, Greenspan signed off with evident pleasure. “If you have any money left over, congratulations,” he closed, with a sardonic arching of his eyebrows. “You’re doing better than the government is.”

			Reagan seemed to like Greenspan’s remark about a gold standard. “I used to pay $50 for a suit,” the president complained. “Now $50 will hardly get it cleaned.” Vaulting from the mundane to the existential, he asked, “Is it possible for mere human beings to decide how much money should be put out?”

			“The problem you have in the federal government is that it can print money,” Greenspan observed sympathetically, in his trademark tone of soft authority. A gold standard might be the way to discipline the political classes: so long as there was a central bank that could create fiat money at will, politicians would always spend beyond their means, confident in the knowledge that their debts could be canceled by the printing presses. For precisely this reason, Greenspan had spent his twenties and thirties railing against the monetary status quo. Until Americans recognized that money-printing central banks were fundamentally deceitful—until they tied money to gold—inflation would remain a constant threat and the economy would rest on rickety foundations. Indeed, although few people remembered this, Greenspan had pushed this argument to its logical extreme. In what must surely rank as one of the twentieth century’s great ironies, he had described the creation of the nation’s central bank as “one of the historic disasters in American history.”4

			 • • • 
A year and a half after his exchange with Reagan, on August 11, 1987, Alan Greenspan was sworn in as Federal Reserve chairman. For the next eighteen and a half years, he embodied the idea that he had frequently denounced: that the discretionary judgments of a money-printing central bank could stabilize an economy.5 Greenspan was so apparently successful in doing what he had deemed impossible that he became a global superstar, revered by economists, adored by investors, consulted by leaders from Beijing to Frankfurt. When he held forth at the regular gatherings of central bank chiefs in Basel, you could hear a pin drop; the distinguished figures at the table, titans in their own terrains, took notes with the eagerness of undergraduates. Through quiet force of intellect, Greenspan seemed to control the orchestra of the American economy with the finesse of a master conductor; he was the “Maestro,” as an incautious biographer suggested. His oracular pronouncements became as familiar and comforting to ordinary Americans as Prozac and The Simpsons, the New Yorker’s John Cassidy wrote, slyly citing mood lifters that debuted the same year that Greenspan was appointed.

			Greenspan’s triumph was not merely remarkable in light of his own history as a critic of paper money. It was a refutation of powerful economic ideas—ideas that made it difficult even to conceive of a Fed chairman as a maestro. Since opening for business in 1914, the Fed had presided over inflation during two world wars, converted the recession of the 1930s into the Great Depression, and then, in the 1970s, proved feckless in the face of the most serious peacetime inflation in the nation’s history. Surveying this procession of disasters, monetary theorists argued that central bankers would always be soft on inflation—they were subject to irresistible political pressure to juice up the economy.6 Arthur Burns, who served as Fed chairman between 1970 and 1978, was ruthlessly bullied by Richard Nixon’s henchmen; his successor, G. William Miller, was chosen by Jimmy Carter because he was politically loyal, then summarily removed after eighteen months in office. In 1979, Milton Friedman went so far as to write to Paul Volcker, Miller’s replacement, confidently predicting his inevitable failure. “My condolences to you on your ‘promotion,’” Friedman sneered, noting that the Fed faced double-digit inflation. “As you know, I do not believe that the System can rise to that challenge without major changes in its method of operation.”7

			Despite Friedman’s contempt, Volcker proceeded to conquer inflation. But the idea that there were political limits to the Fed’s inflation-fighting capacity still seemed true. Volcker had gotten away with toughness because double-digit price rises had created a national crisis; it would be hard to keep the pressure on once inflation had moderated. Indeed, toward the end of Volcker’s tenure, Reagan appointees at the Fed staged a revolt against his tight-money policy, humiliating him so much that he considered resignation. The lesson seemed to be that a central banker such as Greenspan, who took office at a time when inflation was no longer enemy number one, was almost doomed to fail. Barring a return to the gold standard, only Friedman’s monetary autopilot could be counted upon to ensure that the money in America’s wallets would hold its value into the future.

			Greenspan duly began his tenure amid modest expectations. Observers predicted that he would be “unable to dominate the Federal Reserve Board the way Volcker had . . . [and] unable to intimidate the politicians.”8 Sure enough, he was attacked repeatedly during his first years in office by the administration of George H. W. Bush; then, when a Democrat won the election of 1992, it was widely assumed that his days were numbered. And yet by the end of his tenure, Greenspan had achieved the exalted stature that Friedman had believed impossible. He received the Presidential Medal of Freedom, a British knighthood, and the French Legion of Honor, surviving in office for more than twice as long as Volcker, more than twice as long as Burns, and twelve times as long as the ill-fated Miller. Only William McChesney Martin, who led the Fed from 1951 to 1970, outlasted Greenspan by a hair. But in Martin’s day, banking and credit mattered less and the Fed had little of its later stature.

			Twenty-seven years after his caustic letter to Paul Volcker, Milton Friedman greeted the end of Greenspan’s chairmanship by acknowledging a revolution. Greenspan had not only sustained Volcker’s victory against inflation, he had also extended it. Prices had risen at an average annual rate of 5.2 percent in the Volcker era, and by 3 percent during his second four-year term. During the eighteen and a half years of Greenspan’s tenure, they had risen at an average annual rate of just 2.4 percent.9

			“Alan Greenspan’s great achievement is to have demonstrated that it is possible to maintain stable prices,” Friedman declared.

			“He has set a standard.”10

			 • • • 
Milton Friedman died in November 2006, ten months after his tribute to Greenspan. He did not live to witness the financial crisis of 2008—or the dramatic reappraisal of his friend’s reputation. In the years after Wall Street’s meltdown, the reassuring maestro became a popular villain, blamed for inflating a monstrous bubble through heedless incompetence or wild laissez-faire ideology. From the vantage point of the postcrisis world, the fact that Greenspan had squeezed down consumer price inflation seemed almost beside the point. The crash had destroyed millions of jobs, wiped trillions of dollars off the value of household savings, and brought on the worst recession since the 1930s.

			The financial crisis is indeed key to judging Greenspan’s legacy. He cannot be blameless; the cost of the implosion was so great that more should have been done to avert or at least mitigate it. Yet although criticism is essential, it is worth stating something clearly at the start: much of the postcrisis commentary has reduced Greenspan to a caricature. He is accused, along with much of the economics profession, of believing blindly in models. He was in fact a leading skeptic of them. He is blamed for underestimating the propensity of financial systems to run wild. He had in fact spent fifty years warning of treacherous credit cycles. He is painted as an Ayn Rand–loving libertarian ideologue. Yet one of the many paradoxes of his rich life is that his bond with the uncompromising Rand coexisted with a malleable pragmatism. He was a Jew who advised the frequently anti-Semitic Richard Nixon. He was a conservative who could advocate tax hikes. He was a libertarian who repeatedly supported financial bailouts. He was an economist who often behaved more like a Washington tactician. A man who embraces the gold standard and then presides over the financial printing press is surely no simple ideologue.

			Greenspan’s roots as a gold bug render the crash of 2008 all the more perplexing.11 He believed in gold as a disciplinary device—governments would not bail out Wall Street if they could not print the money with which to do so. And yet as Fed chairman, he delivered multiple rescues, cutting interest rates aggressively to cushion the shock of Wall Street’s 1987 crash, the fallout from Russia’s default in 1998, and the tech bust of 2000. The upshot of the older Greenspan’s policies was precisely what the younger Greenspan feared: financiers were encouraged to take ever wilder risks, confident in the assumption that the Fed would protect them.12 Why Greenspan was willing to cut interest rates and preside over a huge buildup in risk taking, and what might have happened if he had kept the cost of borrowing higher, are central questions in any judgment of his legacy. But if even this gold advocate shrank from sterner discipline, would another Fed chairman have acted differently? Was his use of monetary policy to backstop the financial system inevitable, given the political and institutional pressures he faced? Or did it reflect some weakness of character, some fear of confrontation, some lurking insecurity that had to be assuaged by power and popularity?

			If Greenspan’s stance on interest rates is puzzling, his regulatory stance is commonly seen as the unsurprising result of his libertarian ideology. In the view of most commentators, Greenspan resisted tougher regulation because he naïvely believed that markets were efficient. He trusted financiers too much, failing to imagine that their dazzling inventions could destabilize the economy. But the truth is more subtle and more complex than this account implies. Greenspan never was a simple efficient-market believer, and he sometimes voiced grave doubts about the risks in financial innovation.13 If he nonetheless welcomed the advent of options, swaps, and newfangled securities, it was partly because he felt he had no choice. The inflation of the late 1960s had destroyed the comforting system of fixed exchange rates and regulated caps on bank interest rates; meanwhile, technological change and globalization made it impossible to resist the explosion of trading in derivatives. To cite just one telling illustration, between 1970 and 1990 the cost of the computer hardware needed to price a mortgage-backed security plummeted by more than 99 percent. No wonder securitization took off during this period.14 So when Greenspan and his allies judged that certain regulations were obsolete, they were not the deluded victims of some libertarian fever. Rather, they were grappling with how best to manage the old system’s inevitable demise. Policy makers could not have preserved the controlled financial system of the 1950s and 1960s even if they had wanted to.

			Besides, it was by no means obvious that financial modernization should have been resisted, even if resistance had been feasible. The evident risks in the new financial methods had to be balanced against real benefits. Once currencies began to fluctuate, for example, exporters feared a dollar appreciation that would make their goods uncompetitive; importers feared a dollar decline that would push their costs up. Currency derivatives offered exporters and importers a way to meet in the futures market and cancel out each other’s risks—far from rendering the world unstable, financial engineering promised to make it safer. In similar fashion, the securitization of mortgages allowed risks to be dispersed among thousands of investors; swaps and options, while dangerous if abused, had the same risk-spreading propensity. And when it came to managing the attendant perils, it seemed reasonable to bet that banks and investment houses would do better than regulators who operated at one or two removes. Contrary to caricature, Greenspan and his allies did not expect private actors to avoid manias and crashes, but they did hold the view that supervisors would do no better at averting them. They were not naïve efficient-market believers. They were government-can’t-do-better realists.

			Greenspan began his public and political career when he signed on with the Nixon campaign in the summer of 1967, at a time when modern finance had yet to be invented. Over the next four decades, he was involved in every significant financial debate: as chairman of President Ford’s Council of Economic Advisers (CEA), as a Reagan administration confidant, as chairman of the Federal Reserve, and as a leading interpreter of capitalism. Along the way, the allies he collected came from both sides of the political divide. It was Jimmy Carter, a Democrat, who got rid of the last vestiges of interest-rate regulation for banks. It was Bill Clinton, another Democrat, who signed the banking reform of 1999 that ratified the breakdown of the Depression-era separation between banks, insurers, and securities houses. It was, for that matter, a global club of technocrats who, in setting rules for bank capital, deferred to banks’ own risk models, effectively handing the teenagers the keys to the Mercedes. To paint financial deregulation as the product of some right-wing conspiracy is laughably off the mark. Intelligent people were grappling with deep forces driving financial evolution and making the best judgments they could. The sincerity of their purpose makes their errors all the more illuminating.

			One of the virtues of biography is that it allows readers to understand decision making as it really is—imperfect, improvised, contingent upon incomplete information and flawed human nature. Greenspan and his contemporaries blundered: they were insufficiently wary of the distorted incentives within large financial institutions; they were too complacent about bubbles and leverage. But while one task for the historian is to judge past generations, a second is to show future generations how and why their capable predecessors strayed. After all, tomorrow’s financial statesmen will grapple with the same limitations that Greenspan confronted. They will be expected to forecast crises but will lack the tools to do so. They will be called upon to eliminate financial risks when such risks are inescapable features of the human condition. The delusion that statesmen can perform the impossible—that they really can qualify for the title of “maestro”—breeds complacency among citizens and hubris among leaders. The story of Alan Greenspan may perhaps serve as an antidote.

		

	
		
			Book I

			____________

			THE IDEOLOGUE

		

	
		
			One

			THE FEELING OF A CONQUEROR

			Growing up in the 1930s, he fell in love with the railroads. The great locomotives, puffing and panting as they hauled their unimaginable loads, seemed less like machines than mythical creatures—“some species of mastodon,” as a book of the time put it.1 To watch the beam of light from the great monster’s headlamps, to glimpse the hellish fire lighting the interior of the cab, to see the shadow of the fireman silhouetted against the glow—all this was to experience the thrill and terror of industry and progress, to see precisely what was meant by the American century. From around the age of eleven, the young Alan collected train timetables, memorized the routes and the towns along the way, and imagined himself traveling the continent: Duluth to Minneapolis, Minneapolis to Fargo, and then onward and westward to Helena, Spokane, and finally Seattle. It was a way of conjuring a world beyond Washington Heights, the neighborhood of immigrants he inhabited on the northern tongue of Manhattan; a way of escaping the squat redbrick apartment building with its ornate stucco moldings, of freeing his mind from the too-familiar streets filled with European accents—Yiddish, Irish, and German. Washington Heights had been developed just a few years earlier, after the New York subway stretched north to reach it in 1906. But although the subway had arrived, you could still see horses on the streets and men who cleaned up after them.2 No wonder the railroads seemed romantic.3

			Alan lived with his grandparents Nathan and Anna Goldsmith and with his doting mother, Rose. They shared a one-bedroom apartment at 600 West 163rd Street; Nathan and Anna had the bedroom, while Alan and Rose slept in what had been built as the dining room. It was a modest accommodation for four people, but it seemed a reasonable lot—better than the crowded tenements of the Lower East Side, where other immigrants lived, and not bad given that the country was in the grip of the Depression.4 The Goldsmiths lived on the west side of Broadway, the dividing line that separated the salubrious part of the neighborhood from the rough-and-tumble east.5 “The . . . gentility of the neighborhood . . . along with the style of the buildings, the parks nearby, and the cool breeze from the Hudson in the evening carried vague reminders of the bourgeois sections of German cities,” a contemporary wrote.6 German immigrants flocked to Washington Heights in such numbers that the area was sometimes known as Frankfurt on the Hudson.

			To Nathan and Anna, born in Russia, driven to migrate to Hungary and then from Hungary to America, life in New York must have seemed a blessing almost divine—they had boarded their grandson’s imaginary train, and after much adventure had arrived safely. As for Rose, born in Hungary though now as American as baseball, there was much to celebrate, too. She had a steady job as a salesperson at the Ludwig-Baumann furniture store in the Bronx, which paid enough to meet the rent of $48 each month, keep food on the table, and even spare Alan a quarter a week for pocket money.7 Besides, she was happy to be living just half a block away from her sister, the well-to-do Mary. In summer Alan would stay with Mary at her vacation house close to Rockaway Beach, on the near end of Long Island. Alan and his cousin Wesley would spend hours walking the sands with their heads down, searching doggedly for lost coins. Then they would spend the fruits of their labor on candy.

			Rose’s greatest blessing was young Alan himself, born on March 6, 1926, the product of her brief marriage to Herbert Greenspan. The boy naturally expanded to fill the gaps in Rose’s life—the husband who had left when their son was still small, the absence of other children. Each morning her young hero with his perfectly even features and broad smile would soldier off to the P.S. 169 elementary school on Audubon Avenue, and each afternoon he would return with extraordinary things. From very early on, he could add large numbers in his head, and seemed even to enjoy it. Rose trotted him out in front of aunts and uncles to perform. “Alan, what’s thirty-five plus ninety-two?” she would ask. “A hundred and twenty-seven,” came back the answer.8

			A few years after he turned addition into a performance art, Alan developed a passion for baseball, and it was hard to say what thrilled him more: the excitement of listening to the radio commentary of the 1936 World Series or the discovery of a world that could be reduced to the statistics and symbols of a prodigious ten-year-old’s devising. The statistics were straightforward, but pleasing all the same: a player who got a hit on three out of eleven appearances had a batting average of .273; one who succeeded five out of thirteen times had an average of .385; it was thanks to baseball that Alan memorized the conversion tables for fractions into decimals. But the symbols were where the creativity came in. Alan invented a notation that allowed him to track each play of the big games. If a player hit a ground ball, he would inscribe a careful x on his green scoring sheet. If the player hit a line drive, he would enter an ellipse; a circle with an x through it meant a high fly, and an α meant a deep hit into the outfield. Each fielder’s position was assigned a number that could be combined with the symbols to create a precise record of the play: for example, an ellipse next to an 11 meant a line drive to right center field. Reflecting on his childhood some seventy-five years later, Alan remained convinced that his system was better than anything that even the newspaper writers had invented.9 Rose, no doubt, had agreed with him.

			Alan was too young to remember his father’s departure, but the separation affected him deeply. To be a single child can be character forming. To be the single child of a single mother can be overwhelming. It has been said that Franklin Delano Roosevelt, the statesman who loomed over the America of Alan’s youth, drew his confidence and ambition from his widowed mother’s unrelenting attention: he was the work of her life, her monument.10 Fortunately for Alan, his mother was far less controlling than the imposing Sara Roosevelt, who thought nothing of installing her married son in a town house adjoining hers, then cutting a door from her large bedroom through her daughter-in-law’s much smaller one in order to gain access to Franklin’s quarters. But though Rose was mild by comparison, her son was nonetheless the sole outlet for her love, and it seems likely that his sense of what he might achieve expanded correspondingly. “A man who has been the indisputable favorite of his mother keeps for life the feeling of a conqueror, that confidence of success that often induces real success,” Sigmund Freud declared, possibly with more intuition than evidence.11 At a minimum, Alan was prepared to believe that he could beat baseball writers at their own game, and that one day he might ride a train as far as the Pacific.

			Yet if Alan felt confident in his intellectual abilities, he was less comfortable with people. He could master baseball through force of intellect; human chemistry was different. Part of his self-doubt may have come from his mother, for Rose was a hard act to follow. Pretty, vivacious, and gregarious, she could easily have made any child feel tongue-tied by comparison. At family gatherings, Alan’s uncle Murray, who now went by the name of Mario and tried to pass as Italian, would play the piano with great flair; he had achieved success as a writer of musicals in Hollywood. But it was Rose who provided the accompaniment, a repertoire of period songs performed in the loose and haunting manner of a torch singer. Leaning over the baby grand piano in the living room of their apartment, flashing her infectious smile, Rose could make herself the center of the party.12 Alan would be left feeling that he was somehow off toward the side—a “sideman,” he would call himself.13

			But the most obvious explanation for the young Alan’s diffidence lay with his father. Herbert Greenspan had arrived in the United States as the four-year-old Haim Grunspann, a lowly “steerage alien” aboard a ship that docked in Ellis Island in August 1906.14 Like Rose, he was good-looking, with the aquiline nose and fine cheekbones of the film star Gene Kelly. But while Rose was unfailingly sunny, Herbert could be awkward and withdrawn, and he may have passed down to Alan a tendency to live inside his own head. The fact of Herbert’s absence reinforced that tendency greatly. After the divorce, Herbert moved back in with his family in Brooklyn, barely twenty miles away. But though he would promise to take Alan on outings, he often failed to keep his word.15 “Alan hardly got to see him. But I do remember the ecstasy that Alan exhibited on those rare occasions when his father visited,” his cousin Wesley remembered.16 The experience of being let down by his father taught Alan that depending on the love of others could be a path to pain. It seemed safer to retreat into his own mind, to the controlled world of baseball statistics and railroad timetables.17

			As a very young child, Alan expressed his longing for a father directly. His stern grandfather was no substitute—Nathan spoke in a forbidding Yiddish accent and was consumed by the world of his synagogue, which Alan found so alien that he later came close to refusing the bar mitzvah.18 But Alan’s uncle Irwin, the father of Wesley, was a more approachable figure.19 Sometimes Irwin would set out for a walk holding Wesley with one hand and Wesley’s younger sister with the other, with Alan tagging alongside. Pretty soon Alan would worm his way between uncle and cousin until his hand was being held, and Wesley was left to keep up independently.20 But as Alan grew older, these transparent pleas for love were less frequent; he dealt with the gap left by his father by withdrawing into himself, and found that spending time alone made him feel comfortable and happy.21 Even his school friends could see that he was unusually self-contained. Irwin Kantor, Alan’s closest companion at the Edward W. Stitt Junior High School on 164th Street, spent hours at his apartment, absorbed in a game the two boys invented, a form of baseball with dice.22 Years later, Irwin remembered Alan as a strange loner—no siblings, no father, a mother who was out at work, and grandparents who seemed stuck in an old world in which children spoke only when spoken to.23

			“I think he really grew up with the radio, with his own thoughts,” Greenspan’s wife, Andrea Mitchell, would say later. “I don’t know if it made him sad and lonely, but it certainly shaped the person he is. He’s not easily accessible to people and he’s very shy.

			“Very shy,” she added.24

			 • • • 
If Alan’s circumstances fed his natural introspection, they also nourished his ambition. A powerful voice inside him whispered that he was capable of greatness—his facility with numbers showed that this was so, and his mother’s adoration removed all doubt of it.25 Yet he also understood that the world would never recognize his greatness unless he demonstrated it beyond doubt, for he lacked the levity and carefree charm necessary to attain status without effort. If he was ever going to be someone, he would have to work hard. By doing things, achieving things, the sideman would be noticed.

			His father had a clear idea of how Alan’s ambition might be directed. In 1935, Herbert published a tract called Recovery Ahead!, a paean to the New Deal that likened Roosevelt to a grand general leading the country to the “Delectable Mountains of prosperity.” Herbert’s motives for writing were commercial, not literary or scholarly; an ad for the book in the New York Times promised “a chart in which the writer predicts the month by month fluctuations of the stock market during 1935 and 1936.”26 Unembarrassed by this startling claim of foresight, Herbert presented a copy of Recovery to his son, with an inscription hoping that the nine-year-old would take an interest in economics. “At your maturity you may look back and endeavor to interpret the reasoning behind these logical forecasts and begin a like work of your own,” Herbert wrote. But although his son would ultimately follow his suggested path, the advice meant nothing at the time. Alan read a few pages of the book and then gave up. It was too much for a nine-year-old.27

			Pushing the New Deal to one side, Alan focused his ambitions on baseball—as well as analyzing the game, he played it. As he entered his teens, he developed an athletic frame, and his agility and reflexes gave him what the sport demanded. He was a left-hander, which made him a natural first baseman; playing in a local park with older kids one day, he hit a curveball so confidently that an impressed high schooler declared he was headed for the major leagues. The compliment filled Alan with a powerful pride. He would go to Yankee Stadium and gaze down at his heroes: Lou Gehrig on first, Joe DiMaggio in the outfield, Lefty Gomez or Red Ruffing pitching—seventy years later, he could still recite the lineup from memory. And as he watched those champions playing, he sometimes imagined a fantastic reversal of his role.28 One day, instead of looking down at that exquisite diamond, he might be down there himself. Instead of gazing, he would be gazed upon. He would take his position at the center of the universe.29 He would be a major league first baseman.30

			Alan completed junior high school in 1939, having skipped one year on the advice of his teachers. His next port of call was George Washington High School, a formidable structure with Italianate columns perched on a hilly promontory overlooking the Harlem River; the dramatic setting reinforced the building’s mass and height, as if it were some temple lifted from antiquity. The school was among the best in the city: it boasted excellent teachers, and it served a neighborhood of ambitious immigrants determined to succeed in their new land by excelling in the classroom.31 Alan continued to play baseball in high school, no doubt replaying that scene of himself at Yankee Stadium inside his head. But the truth was that his athletic progress began to taper off, and gradually he came to realize that his ambition needed a new outlet. This time he found it in music.

			Alan’s focus on music confirmed his mother’s influence—and his father’s lack of it. As well as presenting the boy with his book on economics, Herbert had taken him to visit an uncle, an accountant who lived in enviable splendor in an apartment on Central Park South; given Alan’s aptitude for math, he might have decided in his teens to adopt this uncle as a role model. But nothing about the father appealed much to the son; he was far more drawn to his maternal family. Grandfather Nathan was a cantor in a synagogue in the Bronx; Uncle Mario could play the most complex piano pieces on sight; Cousin Claire was on her way to becoming a professional singer. And, of course, music was Rose’s love. The sound of a Bach concerto or a music-hall ballad transported Alan to a happy place, where his mother was singing and the rhythm and melody bound the two of them together.32

			At twelve, Alan had heard Claire play the clarinet. The rich sound captivated him, and he began to play, too; and as his baseball aspirations dimmed, he added the tenor saxophone to his repertoire. The big-band sound of the late 1930s, a fusion of 1920s dance music with blues and ragtime, swept him up in its wave. He practiced obsessively, sometimes sequestering himself in his room for as many as six hours in a day. He loved the music for its own sake, but something else was driving him as well. Music, like baseball, involved an element of performance. Here was another way for a loner to become a star, to earn the attention of the crowd without having to wade into it.

			When Alan was fifteen, he made a musical pilgrimage to match his trips to Yankee Stadium. He took the subway downtown to the Hotel Pennsylvania, right by one of New York’s main stations, to listen to Glenn Miller and his orchestra. The choice was no coincidence; Miller had created a variation on the big-band sound that revolved around the tenor sax and clarinet, Alan’s two instruments. As he recalled in his memoir years later, Alan maneuvered himself right up to the bandstand, so that he was just ten feet away from Miller himself; and when the band started to play a dance variation on Tchaikovsky’s Sixth Symphony, “The Story of a Starry Night,” excitement triumphed over fifteen-year-old diffidence.

			“That’s the Pathétique!” Alan called out.

			“That’s terrific, kid,” Miller responded.33

			The thrill of being addressed by a jazz idol stuck in Alan’s mind. Miller had uttered only three words, but that was more than DiMaggio or Gehrig had ever said to him.

			Through Alan’s adolescence, the tumultuous politics of the 1930s encroached periodically. Starting around the middle of the decade, Jews from Austria and Germany began flooding into Washington Heights, among them a teenager named Heinz Alfred Kissinger, who soon changed his name to Henry and enrolled in George Washington High, two years ahead of Alan. By the time Alan arrived there, the U.S. Navy had positioned a telescope in the soaring ecclesiastical bell tower that jutted improbably from the school’s roof; its job was to survey the river down below lest it be penetrated by German U-boats. Two years later, some months after the trip downtown to hear Glenn Miller’s orchestra, Alan switched on the radio in his bedroom during a break from clarinet practice. The newscaster was announcing Japan’s attack on Pearl Harbor.

			Alan ignored the march to war as much as possible. “I was more concerned about whether the Brooklyn Dodgers were winning than whether France was falling,” he recalled, years later.34 Rather than worrying about geopolitics, he joined an assortment of dance bands, playing a couple of jobs some weekends and earning $10 for his efforts. The music got the better of his grades; he continued to excel in math but failed to shine in other areas because he spent so much time with his instruments. When he completed twelfth grade, he received a special citation from the school’s music department. His yearbook photo shows a young man with the strong features of his father: high cheekbones, aquiline nose, and chiseled jaw. The caption in the yearbook promises: “Smart as a whip and talented, too. He’ll play the sax and clarinet for you.”35

			 • • • 
Emerging from high school in June 1943, Alan Greenspan had no interest in college. He secured a prestigious place at Juilliard, New York’s elite musical conservatory, which aspired to rival the great classical training centers of Europe. But the school’s formal approach was hardly the right fit for a Glenn Miller enthusiast, and Greenspan quit the following January. Meanwhile, he continued to play jazz. He took classes with a well-known teacher named Bill Sheiner, who held court at the Musical Mart on 174th Street in the Bronx. Sheiner directed Greenspan to sit next to a teenager named Stan Getz, who went on to become one of the greatest saxophonists in jazz history. The two students quickly became friends, and Greenspan later wrote that confronting such a talent made his own limitations obvious. But being less talented than Getz was more or less equivalent to being less intelligent than Einstein. In contrast to baseball, Greenspan knew that his musical ability promised a real chance of employment.

			In the spring of 1944, Greenspan turned eighteen and was summoned by the draft board. It was a frightening time to be called up: American servicemen were dying by the tens of thousands. Greenspan rode the subway to the southern tip of Manhattan, where the draft board had set up an induction center at the Beaux-Arts customhouse on Battery Park, which had been built as a shrine to international commerce and now was party to its destruction. For a long while he waited in line with hundreds of young men. But when it was his turn to be processed, a medical check revealed a spot on his lung. “We can’t tell if it’s active,” the sergeant said, ordering Greenspan to report to a tuberculosis specialist the next day. When the specialist could not determine whether the young man was sick, he was declared unfit for service.

			Greenspan feared that his life might be over. And although that fear turned out to be unfounded, his life was surely changed: confronting deathly challenges with military comrades might have broken down Greenspan’s mental walls and made him less of a loner; it might also have softened the disdain he came to feel in his thirties toward all things organized by government. In any event, aged eighteen and unbothered by such counterfactuals, Greenspan responded to his intimations of mortality by plunging deeper into music. His teacher, Bill Sheiner, told him of an opening in the Henry Jerome band, a traveling swing act that was looking to hire a clarinet and sax player.

			Henry Jerome was not exactly Glenn Miller. He had a reputation for entertaining middle-aged couples in hotels and casinos; signing up with his outfit was like playing AAA ball rather than making it to the major leagues. But Greenspan showed up anyway at the audition at Nola’s Studios in Midtown, a shy and loose-limbed youth with an ironic, self-measuring smile. Jerome liked what he heard and offered Greenspan the position at $62 a week—three times what his mother made at her department store.36

			For the next sixteen months, Greenspan lived the life of a traveling performer, striking up conversations with neighbors in train compartments, finding that a southern accent could be hard to fathom, playing gigs as far afield as New Orleans, and enjoying himself immensely.37 Along the way, moreover, he found that Henry Jerome was more exciting than his reputation had hinted. A little while before he signed Greenspan, Jerome’s band had played at the Lookout House, a gambling joint on Dixie Highway in Covington, Kentucky. A rival orchestra that was drawing far bigger crowds at a nearby theater poached several of Jerome’s musicians; “I had to start the whole thing over because the whole band was ripped out,” Jerome remembered later.38 Seeing opportunity in adversity, Jerome resolved to strike out in a fresh direction. A bold new style of jazz, forged in the heat of Manhattan’s nightclubs by musicians like Charlie “Bird” Parker and Dizzy Gillespie, was beginning to eclipse the softer, sweeter big-band swing that had dominated the New York pop music scene since the late 1930s.39 Jerome filled several of his open slots with musicians who had the improvisational skills needed to deliver the new “bebop” sound. “They were all musicians on the street, digging Dizzy and Bird,” the bandleader recalled later.40

			Jerome scouted around for a New York venue that would let him experiment with the new style, and found what he was looking for in the Childs’ restaurant below the Paramount Theater. This cavernous cafeteria on Times Square was in some ways a strange setting, a far cry from the intimate jazz clubs that Parker and Gillespie played in. In the early part of the evening, it catered to everyone from midshipmen on shore leave to Westchester families visiting the city to see a show, serving pancakes and tuna salad sandwiches—there was nothing avant-garde about it.41 But since the 1920s, Childs’ had led something of a double life. Somewhere around midnight, the clientele would change, and the restaurant would feature “a dash of lavender,” as a coy Vanity Fair writer put it. The modern magazine would have expressed that point a different way. In the small hours of the morning, Childs’ became a gay hot spot.42

			The Childs’ gig gave Jerome’s troupe exposure on national radio. The band often appeared in the eleven o’clock slot following prime-time dramas, its brassy trumpets and mellow sax riffs bursting forth as the news anchor finished delivering the latest war bulletins from Europe and the Pacific at the top of the hour. A suave hepcat of a host would introduce each number from the evening’s lineup, improvising verbal riffs to match the licks rolling out of the horn section. “Well I don’t care how far rigor mortis has set in,” he began one night in the spring of 1945; “here’s a tune that when you hear it—the Henry Jerome arrangement of it—you just gotta get up and dance, no matter what you’re doing. Dig it.”43

			Greenspan was the junior figure in a fourteen-man ensemble. He was a good section musician, playing notes others had written. But unlike the great idols of jazz, he never made the jump to improviser or soloist. In Greenspan’s recollection, he was happy with his role—when he had aspired to major league baseball, he had seen himself as a competent first baseman, not a pitching star; now that he played jazz, he was equally content to be a sideman. But his modesty had its limits. In the privacy of his mind, Greenspan knew he was special; he wanted to play the hero in the drama of his life, and he was determined to be recognized. Making $62 a week as a mere teenager was a wonderful first step. But if he wasn’t going to do solos, he wasn’t going to stick around indefinitely.44

			In his time as a jazz player, Greenspan was a sideman in ways more than just musical. He took it upon himself to do the tax returns for fellow band members, thereby fingering himself as the intellectual in the group; he was “a better bookkeeper than musician,” Jerome was heard to comment.45 And his idea of downtime set him apart. World War II was the heyday of the union movement, and the band followed a routine prescribed by union rules: it would play for forty minutes, then take a twenty-minute break before beginning the next set. The other band members would sneak upstairs to the Walgreens drugstore during offstage interludes and smoke dope in the phone booths; Greenspan, for his part, would study books about finance. In the unlikely setting of the Childs’ restaurant, Greenspan began his education about banking and markets. He learned about the life of John Pierpont Morgan, the financier who had shaped America’s corporate behemoths before World War I. He devoured Reminiscences of a Stock Operator, the classic account of the speculator Jesse Livermore, who bet successfully against the market on the eve of the 1929 crash. And he resolved that once he tired of music, his next move would be to Wall Street.

			In a strange kind of way, the hands of both Greenspan’s parents lay behind his abrupt change of direction. If he was self-contained enough to stand apart from the band’s culture, and self-confident enough to believe he could do better in a different world, he surely owed those strengths to the affirmation of his doting mother, whom he continued to live with when the band was not touring.46 Yet if he gravitated toward finance, and if he possessed the mathematical aptitude to thrive at it, he owed a debt to his father, even if he seldom saw the man and was not inclined to thank him. It was almost as though he had had to exorcise his father before he could admit to sharing his interests. By joining a jazz band and taking after his mother, he had freed himself to discover finance and take after his father.47

			In the summer of 1945, Greenspan quit the Henry Jerome band to prepare for an undergraduate degree at New York University.

		

	
		
			Two

			THE UN-KEYNESIAN

			On August 14, 1945, half a million New Yorkers assembled in Times Square, right by the Childs’ restaurant where Greenspan had performed with the Henry Jerome Orchestra. Their eyes were fixed on the moving electric sign on the New York Times Building, and at 7:03 p.m. they got the news flash they were waiting for: “Official—Truman announces Japanese surrender.”

			There was an immediate outpouring of joy. People in the streets tossed hats and flags into the air; office workers leaned precariously out of windows and showered confetti and streamers down on their heads; and the news radiated in all directions. In Harlem, couples jived in the streets and cars found it impossible to pass until sprinkler trucks dispersed pedestrians. In Italian American sections of Brooklyn, jubilant families set up tables outside and offered food, wine, and liquor to passersby. In the Garment District, brilliant patches of cloth, feathers, and hat trimmings mingled with the confetti that thickened the air. In the crooked streets of Chinatown, men, women, and children perched on fire escapes and waved American and Chinese flags and cheered the ritual dragons that danced their way along Mott Street and Doyers Street. Trucks laden with horn-blowing merrymakers pulled slowly through the dense ocean of humanity in Times Square. Men and women embraced. “There were no strangers in New York yesterday,” the New York Times reported.1

			Yet amid the scenes of jubilance, there was an undertone of apprehension. Appearing on the lawn in front of the White House with his wife, Bess, President Truman celebrated “the day we’ve all been looking for,” but then added a warning: “We face the greatest task . . . and it is going to take the help of all of you to do it.”2 The nation had been pulled out of the Depression by war spending, fully half of which had been financed by debt; it had been “the largest public works project in the nation’s history,” in the words of the historian James Patterson.3 But Japan’s surrender signaled the end of the defense boom, and the nation now faced the challenge of demobilizing 12 million military personnel. Many feared that the returning servicemen would find nothing to do, and that queues of dejected, jobless youth would herald the return of the Depression.4 Public opinion surveys reported that seven out of ten Americans expected to be worse off in the future, reversing the doubling of salaries they had enjoyed during the war. The writer Bernard DeVoto identified in the nation a “fear which seems altogether new. . . . It may well be the most truly terrifying phenomenon of the war. It is a fear of the coming of peace.”5

			The majority of Americans dealt with this fear by turning to their government. The experience of war had taught them how effective a federal super state could be; government planners had decided which factory should build what, and the result had been a triumph over fascism.6 In 1944, Congress had responded to the mood of the nation by passing the GI Bill, offering generous stipends to returning servicemen who wanted to buy a home or enroll in a university. In the presidential campaign that fall, Roosevelt had upped the ante, promising more hospitals, more airports, and sixty million new jobs; he won the election in a landslide. By 1945, total federal spending had hit $95 billion, up from around $9 billion in 1939; expenditures during the war years were twice the total during the previous 150 years of U.S. history.7 Roosevelt’s sudden death from a cerebral hemorrhage in April 1945 did not shake the country’s enthusiasm for his activist approach. In the wake of Japan’s surrender, Truman promised to fight for a new law that would guarantee full employment.

			Such was the intellectual climate when Alan Greenspan entered the School of Commerce, Accounts, and Finance at New York University. Statist faith was at its peak; laissez-faire ideas were in abeyance. “In 1945 no articulate, coordinated, self-consciously conservative intellectual force existed in the United States,” declared George Nash, the great historian of the conservative movement. “There were, at most, scattered voices of protest.”8

			 • • • 
Arriving on the NYU campus as a shy nineteen-year-old, Greenspan could hardly fail to sense these intellectual currents. Since quitting the Henry Jerome band, he had spent the summer shuttling between the public library and his mother’s apartment, diligently reading the textbooks he would encounter in his first year of economics. He wanted to make the most of his studies, which he was paying for out of savings from his musical earnings, and he was determined to overcome the handicap of two years away from the classroom. When the university opened in September, he commuted back and forth from Washington Heights to the Greenwich Village campus, a cluster of faculty buildings around an incongruous marble arch on Washington Square, built in self-conscious imitation of the Arc de Triomphe in Paris. There the young Greenspan encountered a social climate dominated by the legions of returning servicemen lounging around the ornate fountain in Washington Square Park. They were as sympathetic to government as any student cohort has ever been—the government was paying for their education.

			Although New Deal progressivism dominated the country, Greenspan refused to be formed by it. He came of age in the era of Keynesian thinking, but he emerged as an un-Keynesian. It is tempting to explain this paradox in terms of the intellectual microclimate he inhabited, for the School of Commerce at NYU was at least partially at odds with the broader national zeitgeist. For one thing, the school had a strictly practical mission. Nicknamed the factory, its goal was to churn out accountants, insurance specialists, real estate managers, and such. The earnest young men who signed up for its classes went about the campus in formal shirts and ties, preemptively conforming to the dress code of the professions they aspired to.9 Moreover, those professions were not always friendly toward the New Deal. In 1945, Ira Mosher, the leader of the National Association of Manufacturers, denounced the “unmitigated warfare that has been waged for a decade against the free competitive enterprise system.”10 Perhaps a little of that sentiment may have filtered into the School of Commerce, despite the generally pro-government outlook of Greenspan’s generation.

			Besides, university economics faculties were caught in a sort of time warp. By 1945, John Maynard Keynes’s ideas had been embraced by New Dealers in Washington, but they did not yet dominate the undergraduate curriculum the way they did after 1948, the year in which Paul Samuelson, the self-described “brash whippersnapper go-getter” at the Massachusetts Institute of Technology, published his classic introductory textbook, Economics.11 Samuelson’s text cemented in the minds of undergraduates the case for a mixed economy, and if Greenspan had been exposed to it at the start of his studies, it is at least conceivable that he might have developed differently. “No longer is modern man able to believe ‘that government governs best which governs least,’” Samuelson declared confidently in his textbook; and his writing’s profound influence on students just a few years younger than Greenspan can be gauged from the vehemence with which conservatives denounced it.12 In God and Man at Yale, published in 1951, William F. Buckley Jr. lamented that fully one third of the Yale class had been exposed to Samuelson’s writings, and that “the net influence of Yale economics” was “thoroughly collectivistic.”13

			But when Greenspan began at NYU, Samuelson’s textbook was as yet unpublished. Instead, Greenspan enrolled in courses taught by Walter Spahr, the head of the NYU economics faculty, whose view of the New Deal was ferociously critical. In a typical speech to the Economic Club of Detroit in 1949, Spahr decried “the March into the Death Valley of Socialism,” exclaiming that “‘Liberalism’ means practically nothing but Socialism or Communism or being liberal with other people’s money.” Anticipating the objection that “the people” in question had voted for liberals, Spahr lectured his audience that “the last popular vote for Hitler was nearly 100% of the total vote cast.”14 Evidently, in those years when peace was new, the relics of the prewar economics lived on in the NYU faculty.

			The question is how far any of this made a difference to the young Greenspan. Toward the end of his undergraduate career, he took Spahr’s class on understanding business cycles. Ironically, Spahr’s views on this subject anticipated the lectures and articles that Greenspan would produce in his thirties and early forties. In Spahr’s opinion, Keynes and his disciples had business cycles backward: they favored budget deficits and money printing to battle recessions, but Spahr fervently believed that such activism would serve only to exacerbate swings in the economy. Yet if this was Spahr’s opinion, he was ineffective at communicating it. His fierce off-campus speeches contrasted sharply with his quiet comportment at the university, and he smothered his ideological fire with a wet-blanket teaching style that made him the last person to win young minds over to conservatism. Standing before a packed classroom of fifty or so students, he would instruct his charges to open their textbooks at a certain page, then demand to know if anybody had a question about its content. The students were typically too bored or intimidated to venture a query, so Spahr would enjoin them to turn to the next page, whereupon he would repeat his question.

			One day, as Spahr was torturing his students, a young naval veteran named Robert Kavesh looked over at his classmate Alan Greenspan, who was sitting next to him. Greenspan seemed to be hiding something from the professor, and when Kavesh looked closer, he saw what it was. Inside Spahr’s textbook on business cycles, Greenspan had concealed a smaller volume about Keynes; and he was reading it with rapt excitement. The fact that Spahr was a staunch conservative was evidently of no interest to his pupil. Far from recruiting Greenspan to the conservative cause, Spahr had come close to driving him away from it.15

			The truth is that the microclimate at the School of Commerce influenced Greenspan less than the young man’s private reading.16 The twin engines of his childhood—an introspective isolation on the one hand, a burning ambition on the other—were driving Greenspan to educate himself, with little influence from outsiders. He had friends at the university, and he was happy to play the clarinet in the college orchestra, sing in the glee club, and team up with Bob Kavesh, his neighbor in the business cycle class
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