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Preface





I spent many years as a book editor. One thing editors do is come up with book ideas and ideas about who might write them. I should begin then by thanking all those people who turned me down over the years when I approached them with the idea of writing a cultural history of Wall Street. They were invariably polite. Thank youbut no, thank you, they would say, often alluding to the amorphous open-endedness of such a project. So when my work life veered away from publishing, there the project still stood, an idea without an author. Where others had refrained, I leapt recklessly ahead, probably because I had fewer options. Anyway, were it not for their restraint and wisdom, I wouldnt be writing this preface.


Wisdom it was, however. If you set out to write a history of Wall Street that aims to explain its economic evolution and impact, to describe the legendary frenzy of the trading floor, to depict the lives of its outsize d heroes and villains, youve bitten off a mouthful. But at least youre on familiar terrain with known borders. If, however, you decide instead to chronicle the way Wall Streetboth as a real and metaphorical placehas penetrated the cultural interior of a peoplewell, the roadmaps are harder to find. Almost anything from a poem to a presidential address to a television sitcom is grist for that mill. At the end of the day, whos to say what belongs and what doesnt belong in such a cultural history. At sea without a compass one looks for signs of land or points of light. My most encompassing debt therefore is to all those scholars and writers whose works I have picked through looking for material that I might recycle according to some design of my own. I only hope that the endnotes convey some sense of how indebted I am to those who came before me, whose own work may have had little or nothing at all to do with a cultural history of Wall Street, but without whose researches I would still be at it.


Next there are institutions and people closer to home whose advice and support have been indispensable. I want to thank the New York Public Librarys Center for Scholars and Writers, its gracious and always helpful first director, Peter Gay, and his assistant, Pamela Leo. While a fellow at the Center I read a lot, wrote the first drafts of three chapters, and most of all enjoyed the company of a group of colleagues whose diverse intellectual interests and camaraderie made the year at the Center a memorable one. Thanks then to Rachel Hadas, Jonathan Bush, Ann Mendelsohn, Phillip Lopate, Colm Toibin, Francisco Goldman, Joseph Cady, Ilene De Vault, Claudia Roth Pierpont, Bernhard Schlink, Eiko Ikegami, Walter Frisch, and Serinity Young. Princeton Universitys Anschutz Distinguished Teaching Fellowship gave me a chance to invent a course about the cultural history of Wall Street and try out my ideas on some intellectually curious if somewhat stressed-out upperclassmen. Sean Wilentz, head of the American Studies Program at Princeton and director of the Anschutz Teaching Fellowship, welcomed me to the university and then went off to finish his own book, leaving me in the friendly hands of Professor Dirk Hartog, Seans replacement for that year. Judith Ferszt, the administrator of the American Studies Program, guided me expertly through the intricacies of unfamiliar academic protocols. I was also lucky enough to be awarded a fellowship at Rutgers Universitys Center for the Critical Analysis of Contemporary Culture, where I finished work on my book and participated in a fascinating, multidisciplinary seminar on risk, a phenomenon that makes up much of the mystique surrounding Wall Street. I owe a special thanks to Jackson Lears, who directed the seminar and made my participation possible. I dont know that I would have been awarded any of these fellowships without the continuing support for this project by Arthur Schlesinger Jr., Eric Foner, Sean Wilentz, David Nasaw, and Gary Gerstle. Professor Sven Beckert graciously invited me to deliver a paper at his Harvard seminar, which gave me a chance to clarify some of the thematic ideas that inform the book.


Three graduate students, all of whom seem destined to go on to become fine historians, provided invaluable help with the research for this book. Kim Phillips-Fein, Richard Wells, and Adina Popescu not only hunted down all sorts of relevant material, not only helped me overcome my computer illiteracy, but offered their own insightful comments about what I was doing. Two other graduate students, Julia Ott and Janice Traflet, who are themselves writing about Wall Street, shared their ideas and even their research materials with me. For help in managing the logistics of my own research I want to thank Danny Walkowitz and the late Bill Roseberry. Various friends and colleagues took time out from their own work to read and criticize parts or all of the manuscript. Gary Gerstle, Michael Kazin, Wallace Katz, and Kim Phillips-Fein commented on drafts of the earlier chapters. They were encouraging while urging me to do better and helping to point out how. I doubt Ive accomplished all they might have wished, but I think the book is better because they tried to make it so. Two close friends performed emergency duty. I was taken by surprise when one day the book ended. Having worked on it more or less every day for five years, it hadnt quite registered that I was finished. Or was I? I asked Paul Milkman and Josh Freeman if they would slog through all its 800 pages, do so quickly, and tell me whether it was really ready or close to ready for my publisher. They agreed, and while assuring me it was close to ready made numerous suggestions about how to make it readier. Selfless acts of friendship like this are rare, and Im deeply grateful.


While Paul and Josh were reading away, so was my editor, Tim Duggan. Tim had already made a series of probing comments on earlier chapters. Now that the manuscript was complete, his enthusiasm helped bolster my shaky confidence. I also want to thank Adrian Zackheim, who originally showed enough confidence in the project to sign it up before moving on to another publishing house. Even before Adrian, my agent, Sandy Dijkstra, believed in the book and represented it with her customary intelligence and forcefulness. For their moral support and wise advice during times when I despaired Id never be able to complete this project, I owe an incalculable debt to my good friends Eli Sagan, Tom Engelhardt, and Joel Kaye.


Only one other person read the manuscript from cover to cover. Indeed, she read it more than once, laboring over each chapter as it was drafted, rereading the revised versions. She was unsparing in her criticism, which can be a delicate undertaking when youre assessing something written by your husband, and I take it as a mark of how much she cares. A journalist and book writer herself whos helped me with previous writings, Jill proved once again to be an astute critic of both form and substance. She was also invariably upbeat about the book. This is part of Jills nature and one vital reason she means so much to me. My son, Max, read and gave me perceptive feedback on one of the chapters. A junior in college, hes decided, at least for now, to become a historian. Whether he does or not, I couldnt be prouder of all that hes already accomplished and for the remarkable person hes turning out to be. His presence in my life helps make everything else worthwhile. Emma put up with her fathers grouchy reclusiveness during these past five years. Being a talented creative writer, she made a series of brilliant suggestions for the books title. They were more daring than a stodgy publisher and an inhibited author could tolerate, however. Emmas help went deeper than that, anyway. Writing a book can be arduous and anxiety-provoking. When I look back, I realize that one precious escape from that pressure were those trips with Emma to and from dance class, several times a week, week after week, year after year. They not only were fun, they reminded me about what matters most. Im looking forward to many more. Jill, Max, and Emma help me keep everything in perspective.










Introduction





Daniel Drew was a notorious speculator during Wall Streets early years, around the time of the Civil War. He earned his notoriety through truly stunning feats of insider trading, book cooking, and a ruthless disregard for the public interest. Americans, who have just lived through the greatest series of Wall Street scandals since the crash of 1929, would find him a familiar figure. Drew, who came from humble beginnings, once reportedly said about his colorful career on the Street, It seems like a dream to me.


Every Man a Speculator is about dreams and about nightmares, too. It is not, however, so much about the reveries of people like Drew, those men (and they were almost exclusively men) who rose to fame and fortune or infamy and ruin by trafficking in the mysteries of the Street. There already exists a sizable library of books about them. We will now and again come face-to-face with these men and their fantasies. But Every Man a Speculator is rather mainly about the rest of us. It tries to tell the two-hundred-year-old story of how Wall Street has inspired dreams and nightmares deep inside American culture, leaving its imprint on the lives of ordinary as well as some extraordinary people. Those popular images and metaphors, those visions and anxieties and desires that have attached themselves to the Street, can reveal something fundamental about its history, about its place in the national saga. They can also tell us something not only about the mind of Wall Street, but, more intriguing and rare, something about the Wall Streets of the American mind.


Examining how Wall Street has entered into the lives of generations long passed and those alive today is both a probe into the American character and an inquiry into the way the character of America has changed. But this is tricky terrain. The notion of a singular American character, a profile that captures a set of universally applicable traits, mental states, and behaviors is an elusive and dubious one at best. So, too, is the idea that the nation in all its polymorphous diversity can none the less be assigned a distinctive and unitary character. The United States is emphatically a country whose profound heterogeneity has been in some sense its very reason for being. So there have always been multiple American characters, many Wall Streets of the mind. Still, all the satiric cartoons and magazine exposs, the occasional hit movies and Broadway plays, the highbrow novels along with the potboilers and the folk poetry, the political jeremiads and hellfire and brimstone sermons, all the Horatio Alger inspirational storybooks and hero-worshipping biographies, the memoirs of daring-do and irretrievable loss, the visions of imperial grandeur and masculine prowess, do make Wall Street a window into the souls of Americans. By traveling down those Wall Streets of the American mind, we encounter more than the Street itself. It becomes the terrain on which people have wrestled with ancestral attitudes and beliefs about work and play, about democracy and capitalism, about wealth, freedom and equality, about God and mammon, about heroes and villains, about luck and sexuality, about national purpose and economic well-being.


What is all the more astonishing is that we can learn about all this even though until very recently most people had no direct and active involvement in the daily life of the Street. Only during the last quarter century have we become a shareholder nation, where roughly half of all American families have some stake in the market. And even that exaggerates the degree of present-day real personal engagement. Nonetheless, even when no more than a minuscule proportion of the population actually invested anything in the stock market, Wall Street radiated an indubitable magnetism.


Wall Streets presence was already felt at the nations founding. Veterans of the Revolution, vigilant guardians of its democratic achievements, worried about Wall Street as an incubator of counterrevolutionary conspiracies. Others, like Alexander Hamilton, already conceived of the Street as an engine of future national glory. The founding fathers fell out and became the bitterest of enemies trading some of the most vitriolic accusations in American political history over their polarized views about the virtues and dangers of speculation.


Then the country underwent a half century of extraordinary territorial expansion and an explosion of commercial agriculture, new settlements, and marvelous new means of transportation and communication. Jacksonian America was awash in dreams of boundless opportunity for Every Man. Some saw Wall Street as yet another arena in which those plebian fantasies might come true. Others grew anxious that the Street might take advantage of the youthful nations callow self-confidence, its benign cupidity, and become a breeding ground for confidence men. Still others remained convinced that Wall Street was what their revolutionary ancestors had warned about: a truly monstrous house of aristocrats whose inscrutable machinations would engorge the countrys great good fortune, making it, like the Old World, a place of presumptuous elites and a dispossessed people.


After the Civil War, an industrial revolution remade the nation at unimaginable speed. In a generation, America became a place more recognizable today than it would have been to people who came of age when Lincoln did. Wall Street figured centrally in that great transformation. Its titanic financiers dominated the economic and political landscape, especially the railroads which were the cornerstone of the new economy and which depended on a supportive and pliant government for their creation. The men who choreographed their construction and lived lavishly off their proceeds were revered by some as master builders and Napoleonic conquerors. Writers marveled at their Darwinian ferocity. But they were reviled by others as robber barons and rogues and sinners against the moral order. For the first time the Street became a spectacle, an object of mass fascination. It seduced and repelled people, sometimes the same people, all at once.


Fortunes amassed by titans like Commodore Vanderbilt and Jay Gould were personal and dynastic. This was an age still marked by family capitalism. By the turn of the century, however, the modern, publicly traded corporation, more or less as we know it today, began to supplant the family firm. It was invented on Wall Street, and once again the Street revamped the economy. There were those who hailed the new order as a progressive step forward and credited its creators, men like J. P. Morgan, with saving the nation from an endless cycle of booms and busts, panics, depressions, and severe social upheaval. Even if they never came anywhere near the New York Stock Exchange, new legions of the urban middle class shared vicariously in the nations rise as a prominent player in international affairs, challenging Great Britain for preeminence; they thanked Wall Streets growing financial throw-weight for that imperial ascension. Millions of others, howeverprairie farmers, urban workers, middle-sized businessmen among thembitterly denounced and waged a second civil war against the money trust. Populists excoriated Wall Street as a fiendish devil fish sucking away the lifeblood of the countrys agrarian heartland. Progressive reformers in the cities coined the phrase other peoples money to indict the countrys principal investment banks for monopolizing and misusing the national patrimony and degrading its democratic heritage. Patrician survivors of New Englands Brahmin and New Yorks Knickerbocker elites issued Gtter dmmerung judgments about how Morgans ascendancy signaled the fall of Western civilization. Working-class socialists welcomed the Streets trustification of the economy, but only because they were sure it was but a transit point on the way to the collective ownership of the means of production by an emancipated proletariat.


During its first century, Wall Street had very slowly widened the orbit of popular participation in its moneymaking. Still, the fraction of those really involved remained tiny. That didnt stop people from gazing at it from afar as a yellow brick road to instant wealth, admiring and envying those from modest backgrounds whod ridden down the Street to fame and fortune. But it was only with the advent of the Jazz Age in the 1920s that the prospect of a democratized Wall Street seemed to leave the realm of pure make-believe. Real or not, the Street, along with the speakeasy and the Charleston, came to symbolize a landmark moment in American popular culture. For Wall Street, moreover, it was a moment of notable transgression. As the association with bootleg liquor, short skirts, and sexualized music suggests, the Street took on an erotic appeal. Actually, that had always been true in so far as what people did on Wall Street seemed to violate the ascetic canons of the work ethic. But in earlier times, official society severely censured Wall Streets tendency to libidinal abandon. Others may have secretly enjoyed the way the Street seemed to thumb its nose at the strictures of Protestant morality, but they did so covertly, enjoying a sneaky thrill. In the 1920s, that underground Wall Street rose to the surface of a new American play culture, and for a moment at least shed the moral stigma that had shadowed it for generations. Only a surviving remnant of die-hard Populists and left-wing bohemian intellectuals still remembered the dark side.


The Jazz Age lasted only a moment though. There have been two great traumas in the countrys history, ruptures in the fabric of national life so fundamental that nothing is the same afterward. The first was the Civil War. The second was the Great Depression. The crash of 1929 did more than end the national infatuation with the Streets sexiness. It enduringly implicated Wall Street in a crisis so grave it wouldnt recover its credibility for forty years. For a generation and more, since at least 1900, Wall Street had been a central gathering place for a genuine American ruling class. At least Wall Streets inner circle came as close to constituting one as is ever likely in a society as fissiparous and liquefied as Americas (not counting the planter elite that ruled the slave South). That class possessed enormous economic power, of course, but also decisive political influence, great social cachet, and cultural authority. All of that was vaporized by the Depression. For the first time, the Streets business was subjected to a real if flawed public supervision under the New Deal. Faith in the free market, the signature belief of the ancien rgime, was at a steep discount. The whole tone of the country shifted register, muting the traditional incantations of self-interest in favor of social welfare. Wall Streets most august figures were not merely exposed as cheaters or felons, but were widely ridiculed as incompetent.


Laughter is a punishing historical sentence. The public face of the Street, so conspicuous for so many years, subsided beneath its waves. By 1940, all those bright young graduates of the Ivy League who used to flock there were finding work elsewhere. For nearly a century, from the time of the Civil War through the Great Depression, Wall Street had been an essential element of the countrys cultural iconography, nearly as omnipresent as Uncle Sam or the Western cowboy. But for the next forty years, roughly from 1940 to 1980, it vanished from the front page and lived out its life in the business section of the daily newspaper. Yet there was something strikingly bizarre about this remarkable invisibility. After all, the postwar order that put the Western world back together again after the carnagethat cluster of institutions including the International Monetary Fund, the World Bank, the Marshall Plan, and NATOwas designed and presided over by Wall Streets wise men, a group of self-effacing financier-statesmen who came to be known as The Establishment, proconsuls of the American Century.


These years of cultural silence and political preeminence were a strange interlude indeed. And they eventually set off even stranger reverberations. The Establishment ended up getting attacked not only from the Left, which one might expect, but from the Right as well. For as long as anyone could remember Wall Street had been associated with the forces of concentrated wealth and power. However, beginning with Ronald Reagans cheering news that it was morning in America once again, the Street reemerged as a site of revolutionary struggle; only this time it was Wall Street in the vanguard of the revolution, a revolution in part it directed against itself. Under the sign of freedom and the free market, Wall Street warriors promised to take on the ossified, strangulating bureaucracies of the government, the corporation, and Wall Streets stodgy old guard. Emancipation Wall Streetstyle was in one sense a counterrevolution against the New Deal, against all its irritating interference and egalitarian sentimentality. Americas second gilded age during the 1980s vented those resentments, wore its new wealth and ostentatious self-indulgence like a badge of honor, and dismantled every piece of government regulatory apparatus it could lay its hands on. As compared to the first gilded age exactly a century earlier, there was much less opposition this time around; although there was some in mocking send-ups of these new masters of the universe and in memorable cinematic portraits of Wall Street sociopaths who preached the gospel that greed is good. By and large, however, resistance had weakened and lost its political sting. Apparently, the social and psychic revolution associated with Wall Street went deeper than the mere lionization of Michael Milken in his glory days. By the 1990s, if it wasnt quite fair to describe America as a shareholder nation, it was nonetheless true that the aroma given off by the Street was no longer the infernal one so familiar from the days of Jefferson, Jackson, and Roosevelt. Every Man could feel at home there like never before.


The history of Wall Street in America is then a record of deep ambivalence and of cultural warfare. The ambivalence has left its mark all across the terrain of our common and private lives. Is speculation a species of gambling or parasitism or both, and so a sin against the work ethic and the whole Protestant moral order; or is it on the contrary at the very heart of the American entrepreneurial genius, that indigenous instinct to seek out the new, that native audaciousness always ready to cross frontiers, to place a bet on the future? Has Wall Street been vital to the nations economic efficiency, innovation, and growth, or on the contrary did it convert potential material wherewithal into waste while choking off opportunity for those outside its charmed circle? Has the hero worshipping of financiers degraded the manners and mores of our civilization; or on the contrary do these men deserve chief credit for the nations abundance at home and stature abroad? Has democracy suffered as power gravitated to domineering aggregations of concentrated wealth; or on the contrary is the damage to democracy made worse by attempts to rein in that impulse to accumulate, to fetter the urge for self-aggrandizement nurtured by the free market? Has Wall Street driven a knife into the heart of the national faith in a classless America, the land of equal opportunity for all; or on the contrary has it always opened itself up to the self-made man, a place where a person from nowhere could become a somebody from somewhere? Is the ferocity and steely determination exhibited by a titan of finance a worthy model of masculinity; or is it prologue to the rip their eyes out primitivism of Gordon Gekko? Is Wall Street a Babylon on the Hudson, reeking of desublimated sex, a land of anarchic luck and reckless play; or is it a commercial City on a Hill, a zone of prudential calculation, deferred gratification, and sober rationality; and if its both, which is to be preferred? Has Wall Streets growing preeminence in the global economy added to the grandeur of the nation, or fed delusions of grandeur and an instinct for imperial bullying?


Ambivalences like theseand many more one might namemake the history of Wall Street in American life an enigma. Or it could be said that Wall Streets enigma is a purely American one: that we are a deeply conservative country yet irresistibly drawn to change. The instinct to collectively resist the usurpations of presumptuous wealth run up against just as strong but solitary impulses to seize the main chance. Even those multitudes for whom market society has brought worrying insecurity and even grievous loss remain tempted by the dream. For all its hustle and bustle, its creedal faith in the next big thing, the nations center of cultural gravity hovers in place. Again and again the country has headed back to the future. At no time has that seemed truer than now.


For the moment at least, Wall Street has won the war for hearts and minds. What an extraordinary reversal of the balance of power. However much Americans have been divided or of two minds about what they thought of Wall Street, the verdict was usually a negative one. At least that was true through the first long century and a half, up to the end of World War II or thereabouts. If Wall Street was an arena of cultural warfare, it is fair to say that the angels of our better nature were for generations mobilized against the Street. Even as its power and cultural weight grew, those who applauded it and placed their own hopes and the hopes of the nation in its impressive if inscrutable undertakings found themselves on the defensive. Certainly this was true within the precincts of high culture: among novelists and playwrights, theologians and academics, jurists and highbrow magazine editors. Again and again the financial elite found itself indicted by the countrys intellectual establishment: from Edith Whartons first best-seller, The House of Mirth, to the patrician jeremiads of Henry Adams to the future Supreme Court Justice Louis Brandeiss merciless dissection of the money trust in Other Peoples Money. This was so in the realm of popular culture as well, where the grotesque caricatures of cartoonists like Thomas Nast, the villainous bankers targeted by so many silent-movie makers, and the sensationalist exposs of yellow journalists like Joseph Pulitzer and William Randolph Hearst returned to Wall Street again and again as a site of scandal and iniquity. It was even true in the political realm, notwithstanding the enormous influence over public policy wielded by the Street. No president until Calvin Coolidge found it strategically wise to lavish praise on the Street in public; no president after him did so until Ronald Reagan; no president since Reagan has failed to do so.


This striking trajectory of conventional political wisdom reflects something deeper down: the sentimental reeducation of the nation over these two hundred years. Back home in living rooms all across America, where culture wars ultimately get settled, the verdict about the Street has been revised. Even in the teeth of the most stunning Wall Street frauds since the crash of 1929, people remain enamored. The political fallout has been minimal. The well-springs of opposition seem to have dried up; not only or even most importantly in the political world, but more intimately in what people think about the relationship between God and mammon, for example, if they think about that at all; or in the way our literary and cinematic fictions or even our daily newspaper fare assume a stance of fateful inevitability about the reign of the free market both at home and abroad. Crony capitalism so blatant it might have made Daniel Drew blush hardly arouses comment, much less condemnation. Delusional or not, for the moment at least Wall Streets promise of emancipation, of Every Man a Speculator, has taken hold. The old Wall Street is dead. Long live Wall Street!


How did this happen? At least some part of the answer may be found here.









 



part one


BUCCANEERS AND CONFIDENCE MEN ON THE FINANCIAL FRONTIER















chapter 1


Revolution and Counterrevolution





ONE OF THE STRANGEST documents ever authored by a public official appeared in 1797. Soon to become known as the Reynolds Pamphlet, its formal title, so typical of eighteenth-century literature, amounted to a miniature essay in its own right: Observations on Certain Documents Contained in #s 5&6 of The History of the United States for the Year 1796 in which Charges of Speculation Against Alexander Hamilton, Late Secretary of the Treasury, Is Fully Refuted by Himself. An accusation of financial malfeasance in office is, in itself, hardly an extraordinary occurrence, even when, as in this case, directed against a founding father. What makes the Reynolds Pamphlet at the same moment so titillating and so somber is the unimaginably bizarre combination of circumstances that gave rise to its publication. Those circumstances touched on the most intimate affairs and affairs of international gravity. Charges of financial impropriety notwithstanding, what was really at issue in the Reynolds Pamphlet was illicit sex on the one hand and global revolution and counterrevolution on the other.


Alexander Hamiltons refutation is first of all a deeply humiliating public confession. He acknowledges not any financial wrongdoing, but rather that he engaged in an adulterous affair some years before, during his tenure as secretary of the treasury, with the wife of one James Reynolds. This adultery, he further reveals, was carried on, perhaps from the very beginning and certainly after a decisive turning point in the affair, with the full connivance of Mr. Reynolds. That odd moment arrived, according to the secretary, when James Reynolds confronted him with his knowledge of the relationship and a demand for $1,000. When Hamilton paid the money, Reynolds made it clear the adultery could continue, presumably in return for future installments. The secretary concludes the confessional part of his pamphlet by apologizing to his loving wife for these inexcusable transgressions. And he explains, only his sense of honor, the need to clear his name of the graver charge of official misconduct, could have driven him to expose his wife to this embarrassing and shameful ordeal.


Most of the Reynolds Pamphlet, however, runs in a very different direction. The whole ugly business is not, Hamilton contends, really about sex or even about financial hanky-panky. Instead he blames it all on the riotous spirit of Jacobinism loose in the world. Regicides and terrorists in Hamiltons eyes, French revolutionaries had formed an infernal brotherhood with the noisome rabble gathered around Thomas Jefferson, his bitter political rival. Conscienceless foes, these American Jacobins will resort to any kind of calumny, will even exploit Hamiltons moment of sexual weakness, to perpetrate monstrous lies not only about him but about all men of upright principles.


Hamilton is determined to defeat this conspiracy of vice against virtue. His pecuniary reputation remains unblemished, he avers, since during his whole term as secretary of the treasury he was indifferent to the acquisition of property. Yet his Jacobin enemies are so bottomlessly unscrupulous as to accuse him of sacrificing his duty and honor to the sinister accumulation of wealth, and of promoting a stock-jobbing interest of myself and friends. These charges, he notes, first surfaced in the earliest years of the new government, back in 1791, and when they did it was he, Hamilton, who demanded a formal congressional inquiry. That investigation, conducted by a committee whose majority consisted of his political opponents, showed that rumors of public monies being made subservient to loans, discounts, and accommodations for Hamilton and his friends were groundless. Yet, despite this complete exoneration, these slanders are being recirculated by those infected with the Jacobin contagion, including such distinguished statesmen as Senator James Monroe, not to mention Hamiltons one-time corevolutionists and now inveterate enemies, Thomas Jefferson and James Madison.


And what then might be the connection between Jacobinism and the secretarys sexual adventure? It turns out, according to Hamilton, that it was James Reynolds, the cuckold, and an otherwise obscure, frustrated place seeker, who first alleged that Hamilton had confided in him about a conspiracy to speculate in government bonds. It was that rumored conspiracy, purportedly conceived and captained by Hamilton, taking advantage of his unique position as the fledgling nations chief financial officer, which made the disreputable Reynolds and his wife tools of the Jacobin menace. People like Madison and Jefferson were scarcely concerned with Hamiltons marital infidelities. Moreover, no matter how much they otherwise distrusted his motives, given the secretarys impeccable reputation for integrity, it is doubtful they ever took seriously the charge that he was lining his own pockets. What they feared and truly believed was rather that Hamilton was the evil genius responsible for implanting at the heart of the virgin republic a system of finance that not only bred precisely the kind of conspiracy of speculators he was rumored to belong to, but, more fatally, a system of speculation that would raise to power a moneyed aristocracy intent on undoing the great democratic accomplishments of the Revolution. Not sex, not peculation, but the specter of counterrevolution turned Hamiltons tryst into an affair of state.1


How could they have come to feel this way? At least part of the answer lies in a vital detail of James Reynoldss concoction. Hamiltons chief co-conspirator, so Reynolds claimed, was one William Duer. And it is in the career of William Duer that one can first glimpse how Wall Street found itself at the core of a great, life-and-death controversy over the fate of the American Revolution.






BY THE TIME the Reynolds Pamphlet was published, William Duer had been exposed as a bankrupt and a fraud and was languishing in debtors prison where he would soon die in 1799. A decade earlier, no one would have predicted such a sorry end. Duer was bred to be a patrician. Born in England in 1747, the son of a wealthy West Indian planter, educated at Eton, hed served in the British army in India before settling in New York, where he began a lucrative business supplying masts and spars to the Royal Navy while serving as a colonel in the local militia. A man of enterprising vigor, Duer was soon enough running saw, grist, snuff, and powder mills and had opened up a thriving distillery.


When the Revolution erupted, Duer sided with the rebels, formed, together with John Jay, a secret committee of correspondence in British-occupied New York, was elected to the Continental Congress, and made a second fortune furnishing all sorts of supplies to the Continental Army, including timber and planks for barracks and ships as well as provisioning the army with horses, ammunition, cattle, and feed. He married the daughter of a wealthy American general, lived royally in a mansion on the Hudson staffed by liveried servants, served as a judge, and was appointed secretary of the Treasury Board under the Articles of Confederation. He seemed to have capped his career in 1789 when Hamilton made him an assistant secretary of the treasury under the new Constitution (thanks in part to the fact that Duers wife was a cousin of Hamiltons wife). But it was just then that William Duer suddenly emerged as a prototype of some new species incubating inside the embryo of the infant nation that many were coming to fear and despise.2


William Duer became Americas original Wall Street speculator. Trading on inside information, he tried to make a killing in government bonds. These were the same bonds that Hamilton had struggled mightily to get the new government to issue in order to make good on the nations Revolutionary War debt and thereby establish its financial credibility in the eyes of the world. Hamiltons plan incited fierce debate that became only more inflamed as the decade of the 1790s unfolded. The secretary was therefore acutely sensitive to steering clear of even the hint of financial impropriety. He even cautioned his father-in-law, the New York grandee, General Philip Schuyler, not to let the generals son speculate in government securities for fear it would taint Hamiltons reputation as treasury secretary. And when he became aware that William Duer was in over his head betting on a rise in government bonds, he told him bluntly, I have serious fears for youfor your purse and for your reputation. But Duer, counting on whatever special information and insight hed gleaned during his brief tenure in the Treasury Department, saw his main chance and took it.


Together with a secret circle of fellow grandees, Duer put together the 6% Club to manipulate the price of the new national governments securities. The conspirators plotted as well to corner the stock of the new Bank of the United States and the Bank of New York. To make it all work, the club filled the air with gloomy stories designed to depress the price of the securities they were amassing and borrowed heavily to finance their schemes. Duer went so far as to sell a family estate in New Jersey and dipped into the funds of a state lottery for which he served as a trustee. Like so many to follow, Duer and his associates seized the moment, got caught, and crashed.


For those who suspected or were already convinced that Hamiltons financial schemes were venial and dangerous, William Duer became living proof. His Revolutionary War record notwithstanding, Duer had for some time lived under a moral and political shadow. His reservations about the leveling tendencies of the Revolution were well known. Long before his final disgrace, people suspected him of caring more about enriching himself than serving the revolutionary cause; rumors circulated about his war profiteering, about his hoarding of precious supplies of rum, blankets, and lumber, even about some sub-rosa trading with the enemy. After the war, he was thought to belong to the antirepublican Aristocratic Faction. This reputation was enhanced by his practice of buying up abandoned Tory estates in the Hudson Valley. To finance these real estate speculations, Duer used the continentals and pay warrants hed purchased from impoverished war veterans. He was part of an organized syndicate of such speculators who managed to corner the supply of this paper as well as the outstanding securities of hard-pressed state governments, especially in the South. By 1786, when Duer was serving on the Treasury Board of the Confederation government, he regularly passed on inside information to his agents on matters affecting the price of these securities. No doubt this elastic melding together of his private and public functions helped deafen him to Hamiltons urgent warnings.


All this helps explain why the democratic faction was so exercised when Duers scheming fell apart in the spring of 1792. Jefferson gleefully recorded, The failure of Duer in New York brought on others, and these still more, like nine pins knocking one another down. Melodramatically, he suggested that the credit and fate of the nation seem to hang on the desperate throws and plunges of gambling scoundrels. Duers collapse, along with his confederates, ignited a panic. Real estate prices plummeted, credit tightened, and housing starts stopped. Governor Clinton denounced adventurers who swim on the fluctuating waves of speculation. Business came to a standstill leaving in distress not only an inner circle of merchant-financiers, but shopkeepers, Widows, orphans, Butchers, Cartmen, Gardeners, market women and even the noted Bawd, Mrs. Macarty. Mobs threatened to seize Duer and disembowel him. And so the Street made its first appearance on the dark side of the American imagination, where it would remain for some long time to come.


Yet William Duer was a patrician as well as a financial intriguer. That alloy was a fusion of Wall Streets prerevolutionary past and emblematic of exactly what most alarmed Jefferson, Madison, and all their fellow republicans: namely, the lethal combination of aristocracy and money. Jeffersons flippant allusion to nine pins was, as a matter of fact, on the mark. Duer was not alone in his plottings. His coconspiratorsall of whom suffered losses but without the additional ignominy that accompanied Duer to jailincluded members of New Yorks great dynastic families: the Livingstons, the Roosevelts, the Macombs. Duers scandalous career encapsulated Wall Streets inflammatory debut on the stage of American public life: aristocracy versus democracy, the subtextual drama of the Reynolds pamphlet, would haunt the Street for a century and more to come.3





WALL STREET had long been the gathering place of a hybrid elite, one respectful of traditional order but open to the destabilizing currents of the Atlantic economy. Jefferson once described New York City as a cloacina of all the depravities of human nature. Deserved or not, this reputation owed something to the citys origins as a remote outpost of the Dutch empire in the seventeenth century. The Dutch invented the rudiments of modern finance: commercial banking, credit, insurance, the stock market. Dealers set up the first exchange to trade in stocks on a bridge over the Amstel River in Amsterdam. There the shares of the United East India Company became a speculators favorite. Indeed, such staples of Wall Street argot as short-selling, bear raids, pools, syndicates, and corners were already standard practice on the Netherlands stock exchange before there even was a New Amsterdam. Contracts to sell stocks one didnt own to people who didnt have the money to buy them quickly became standard practice and were known as windhandel or trading air.4


The Dutch colony, created by the East India Company, then the worlds largest corporation, aped the mother country in its avidity for trade and lucre. Its settlers also nurtured a cosmopolitan indifference to the scriptural preoccupations of a more zealous Protestantism. Trading in a wide range of commodities, including lumber, slaves, fur, and flour, it was a most unprovincial Dutch province, its gaze trained on the whole wide world, not just Western Europe.


Wall Street itself was a Dutch construction, or at least the wall was. The idea was to build a wall, at first to keep the cows in and the Indians out, but later, when it was rebuilt in sturdier fashion, mainly to discourage neighboring British colonists from casting covetous eyes on this frail Dutch colony with its marvelous harbor and outlet to the lucrative commerce of the transatlantic. The wall, probably erected by slaves and Native Americans, made of twelve-foot-high wooden posts running from the East River to the Hudson, gun emplacements and all, faced northward as Peter Stuyvesant feared an attack by land from New England. But when the British came, they came by sea and easily, and peacefully, overran Stuyvesants bustling and commercially minded settlement. Hints of Dutch and later French designs on New York kept the wall in place, although poorly maintained, until the 1690s, when it was paved over with cobblestones and a street appeared in its place.5


New Amsterdam was already a rather cosmopolitan locale. With its takeover by the British, and its rechristening as New York, it became even more so. A multicultural microcosm, its mixture of several European nationalities, African slaves, free blacks, Jews, Quakers, and Anabaptists, speaking eighteen different languages, made it by far the most heterogeneous of all the American colonies. Wall Street and the surrounding neighborhood emerged as the arterial core of the citys social, residential, and political life. Captain Kidd lived there. He was, to begin with, a privateer protecting American slave traders from pirates. Red Seamen, like Kidd, were an integral part of the triangular transactions so enriching to merchants on both sides of the Atlantic, lubricating relationships between merchants and slavers. Kidd built a house on Wall Street. It was an elegant structure that came equipped with a toll house, fluted chimneys, and scrolled dormers. Together with the pew he purchased in the neighborhoods exclusive Trinity Church, it marked Kidds social ascendancy at the end of the seventeenth century. (Kidds stay on the Street was terminally brief, however; when he crossed over the admittedly blurry line from privateering to piracy, he was hung in London in 1701.)


Trinity Church, standing at the western head of Wall Street, was the house of worship for the mayor, aldermen, and the rest of the citys social elite. Across the street was City Hall, which was fully equipped with a prison, a pillory and stock and dungeon, as well as court and jury rooms and a meeting place for the Common Council. An active slave market conducted its business nearby well into the eighteenth century, shipping its human cargo south to Virginia and the Carolinas. It was dismantled only when it began to offend the sensibilities of the patricians who lived and socialized in the area, although they were not seriously enough offended actually to desist from the slave trade itself until the Revolution.


Wall Street became the citys most fashionable address, home to its flourishing mercantile aristocracy. By the time of the Revolution, the Merchants Coffee House at the corner of Wall and Water was the preferred rendezvous point for the citys leading merchants and politicians. Money-making was already a preoccupation for the patricate. One of its members, Cadwallader Colden, observed, The only principle of life propagated among the young people is to get money, and men are only esteemed according to what they are worththat is, the money they are possessed of. In 1786, one apothecary, three auctioneers, one grocer, six merchants, two tailors, one clockmaker, one printer/bookseller, one snuff and tobacco manufacturer, one tavern keeper, one milliner, one schoolteacher, one upholsterer, and one quartermaster general worked and lived on Wall Street, servicing an elite clientele and supplying the Street with a distinctive variety and commercial vitality.6


Like all the chief seaboard cities of the colonial era, New York was swept up in the commercial expansion of the Atlantic economy in the eighteenth century, which meant it was immersed in the market, increasingly familiar with its instruments of credit and debt, and had come to expect, if not warmly welcome, a certain economic arrhythmia and instability. This was far less true in the interior of the country. But in places like Boston and Philadelphia and New York, to deliberately take advantage of the seemingly mysterious oscillations of the marketplace, behavior once stringently proscribed, now appeared culturally and morally permissible.


This adjustment did not come easily, however. Venerable traditions, sanctioned by religion as well as customary practice, had long viewed sudden and erratic fluctuations in the value of precious commodities with the gravest suspicion. Although speculation was widespread in the flourishing cities of Flanders in the sixteenth century, where great international market fairs were regularly conducted, condemnation was just as common and unforgiving. In Antwerp speculators had taken to wagering on changes in the rates of exchange, modeling their activity on the traditional parturas, or bets, on whether a newborn would be a boy or a girl. For this they received a chastening from cleric Christoval de Villalon, whose tract observed that a horrible thing hath arisen, a kind of cruel tyranny which the merchants there have invented among themselves. The culture of opposition ran deep. Speculation was often likened to gambling (the equation lives on into our own era) and gambling, in the eyes of the Church, was a sacrilege tantamount to divination. Thats why, at least in part, the Flemish viewed it as a public danger. These illicit, even underworld associations led the mightiest Dutch magnates to keep their distance from the Amsterdam exchange while allowing agents or brokers to act on their behalf. Even at the end of the seventeenth century, when all of western Europe was inveigled in the commercial revolution, the word broker was still an unsavory signifier for a procurer, pimp, bawd; a pander generally. The first book written about the stock market described Amsterdam stockbrokers as double-dealers.7


An unmistakable air of the alien and strange surrounded the enterprises of the new merchant capitalism. Savor, for example, the full name of the very first joint stock company, colloquially known as the Russia Company, but whose formal title exuded exoticism: The Mysterie and Companie of the Merchants Adventurers for the Discoverie of Regions, Dominions, Islands, and Places Unknown. Stocks did indeed threaten a leap into the unknown, and worse. Daniel Defoe, who was in other respects a proponent of British commercial development and an investor in the notorious South Sea Bubble, considered stock trading on the London exchange to be Knavish in its Private Practice and Treason in its Public. The whole enterprise was founded in Fraud, born of Deceit, and nourished in Trick, Cheat, Wheedle. Defoe dredged up a specter familiar to all of Christian Europe in describing a stock market that throngs with Jews, Jobbers, and Brokers, their Names are needless, their Characters as dirty as their Employment.8


When in 1719 the roving Scottish gambler John Law lured thousands of Frenchmen into delusional speculations in the kingdoms New World province of Louisianaalleged to be a cornucopia of precious metalsDefoe composed couplets to commemorate the blow up of Laws Mississippi Scheme.




Some in clandestine companies combine;


Erect new stocks to trade beyond the line;


And raise new credits first, then cry em down;


Divide the empty nothing into shares;


And set the crowd together by the ears




Europe seemed particularly susceptible at this time to the new contagion of financial hallucination. Alexander Pope ridiculed his countrymens credulity as they lost themselves in the madness of the South Sea Bubble, a seductive fantasy about a company granted royal license to exploit the imaginary El Dorado lying off the east coast of South America:




At length corruption like a general flood,


Did deluge all! and avarice creeping on,



Spread, like a low-born mist, and hid the sun.


Statesmen and patriots plied alike the stocks,


Pieress and butler shared alike the box;


And judges jobbed, and bishops bit the town.


And mighty duke packed cards for half-a-crown.


Britain was sunk in lucres sordid charm.9




In the New World, Cotton Mather scathingly observed that gains of money or estate by games, be the games what they will, are a sinful violation of the laws of honesty and industry which God has given us. Nearly a century later, a populist poet, calling himself An American, echoed Mather in decrying New England merchant princes whod strayed dangerously from the ways of their ancestors:




Oh Massachusetts, once my boast and pride,


The Nurse of Heroes and the Patriots guide,


How hast thou fallen, all thy glory lost,


Damnd by a speculating, stock-jobbing host.10




Protestant theologians and patriotic farmers didnt object to the simple amassing of wealth. After all, the spiritual calisthenics of disciplined work and delayed gratification so widely subscribed to were supposed to result in material accumulations, if only as tokens of an inner moral robustness. Instead what grated and frightened were those newer, shadowy forms of moneymaking, the darker commercial arts, which seemed to sever all ties to the sedulous life. Stock-jobbing, speculating, a whole Olympics of economic games playing that promised wealth without visible signs of work, encouraged a kind of libidinal excess, a dangerous release of animal passions, pandering to mens baser desires.


Nonetheless, in the teeth of these hoary exhortations, a new economic morality fought for legitimacy. That cultural revolution began with the slow rehabilitation of usury in the thirteenth century when it was rescued from hell and consigned to a kind of purgatory of temporal sufferings. The profits of money-lending escaped the stigma of theft, gradually emerging instead as a quasi-legitimate compensation for the labors of lending and the assumption of risk. Traders in commodities, even speculators, were reconceived, at least in some quarters, as producers of markets and prices. In the late eighteenth centuryby which time the word speculation began to take on its modern financial connotationsavarice, once treated as deadly sin, corrosive of all that supported virtue and good order, still gave off a sulphurous aroma but not a deadly one. It could mutate into something more benign, an interest rather than a passion that might even be usefully deployed to restrain more primitive and threatening instincts. Still, a wide and shadowy borderland, in which modern interests slid or regressed all too easily into the primeval swamp of a passionate covetousness, separated the moral and economic certitudes of two cultures at war with each other.11





TWO ARMIES, commanded by Jefferson and Hamilton, carried on this war all through the 1790s. Wall Street, literally and figuratively, was again and again the terrain on which they fought.


A great American historian, Charles Beard, once argued that a principal force responsible for scrapping the Articles of Confederation and replacing it with the U.S. Constitution was a wealthy circle of money lenders and speculators. Their holdings of Revolutionary War debtotherwise worthless bonds and securities issued both by the Continental Congress and the several statescould only be made whole and secure through the creation of a strong central government empowered to generate revenue through taxation and by other means sufficient to redeem the Revolutions debt at its original value. Opposition to the proposed federal government, Beard argued, drew its energy from simmering suspicions about the mercenary as well as the power-hungry motives of its advocates. The protracted negotiating at the Constitutional Convention over the form the new government was to take never seriously jeopardized the overriding interests of this elite circle of bondholders (and land speculators).12


Alexander Hamiltons first act as secretary of the treasury was the issuing of a Report on the Public Credit. His plan called upon the federal government to assume the Revolutionary War debts of the Continental Congress and the states. By purchasing these securities at face value in the open market in return for interest-bearing bonds of the new national government, and by levying new taxes to support that financial operation, Hamilton hoped to accomplish multiple and interrelated objectives. First of all he sought to bolster the credit and thereby the credibility of the new nation in the eyes of the world. And a year after its adoption by the Congress in 1790, President George Washington was able to report, Our public credit stands on that ground which three years ago it would have been considered as a species of madness to have foretold. Moreover, by redeeming the Revolutions debt, creditors both foreign and domestic would be reassured and encouraged to furnish new funds that might be directed toward the further economic development of the country. A natural alliance would then grow up between these wealthy possessors of liquid capital and the government, an alliance conceived to be in the national rather than in anyones self-interest. Hamiltons report was strategic in a double sense: it was a means of incubating the rapid economic growth and modernization of an otherwise underdeveloped country through the mobilizing of its rare and precious capital resources; and it was a way of corralling and solidifying a stable and influential political constituency to support the daring experiment in federalism.


Hamilton was hardly oblivious to the dangers of speculation. A thin and wavering line separated the productive use of the funded debt from sheer financial recklessness, and he was worried: There is at the present juncture a certain fermentation of mind, a certain activity of speculation and enterprise which if properly directed may be made subservient to useful purposes; but which if left entirely to itself, may be attended with pernicious effects. Responding to his critics, he acknowledged to Washington that speculation and stockjobbing fosters a spirit of gambling, and diverts a certain number of individuals from other pursuits.13


What Hamilton hated most of all, however, was inert capital. It might be locked up by hidebound, antifederalist agrarians habitually averse to venturing into the unknown. Or it might be rendered sterile by speculators who stayed away from long-term manufacturing or other risky forms of productive enterprise, seeking more purely and quickly to make money out of money. Given the countrys paucity of active wealth, of moneyed capital, and the overriding importance of the public credit to the life of any modern nation, to its military security, its spirit of enterprise, its internal improvement, its commerce and manufacturing, Hamilton was prepared to swallow his reservations about the dangers of speculation and borrowed capital. Theorists of economic history might characterize the treasury secretarys strategic thinking as a classic case of finance-led modernization. Profit making came in a distant second in these calculations to what really mattered to Hamilton: the future fame, glory, and power of the new American nation-state.14


A crescendo of criticism, inspired by Jefferson and others, compelled President Washington to ask Hamilton to defend his policy. Washington was troubled by his own baleful memories from the Revolutionary War when speculation, peculation, engrossing, forestalling with all their concomitants had afforded too many melancholy proofs of the decay of public virtue. Would not the new capital inevitably find its way into speculation, barren and useless, producing, like that on a gaming table, no accession to itselfwithdrawn from Commerce and Agriculture where it would have produced addition to the common mass. Would it not as well nourish in our citizens vice and idleness instead of industry and morality, aggravate dangers of political corruption, and ultimately pose a threat to republican government by a corrupt squadron of paper dealers.15


Rather than drain the country of productive capital, Hamilton retorted, the debt, even that portion of it that would predictably end up in the hands of foreign investors, would flow instead into the shipbuilding industry, into home building, canal and road construction, and new manufacturing enterprises. Although adopted by later generations as an avatar of the free market, Hamilton was actually a committed mercantilist. His strategic vision of national greatness included a potent dose of state-sponsored and subsidized economic development funneled through the Treasury. Moreover, speculation, to the degree it existed, was the fault of the Revolution, not the Government, he argued.


The secretary was in some sense the ideal heir to the commercial cosmopolitanism that founded Nieuw Amsterdam. He was firmly convinced that the upper echelons of the merchant class comprised the truly dynamic element in the economy; they were bred to use capital to create more capital, which in turn would accelerate economic change, itself a good, not a bad thing. To aid in that good work, Hamilton sought to fashion a support structure consisting of mobile capital, a stable currency, ready credit, and government encouragement of key enterprises. Of these, liquid capital was first among equals, the fuel that would start the mercantile engine. His Report on the Public Credit was first of all conceived to concentrate that pool of government capital in the hands of the merchant-banker elite where it would do the most good for the nation as a whole. For this reason he made no attempt to conceal his desire to create a great moneyed interest. But there was more at stake here than money or even economic development. As the secretary openly declared in his report, those who are most commonly creditors of a nation, are, generally speaking, enlightened men. Commerce was the nourishing soil out of which a whole new society would flower; an urbane, sociable, cultured, and intellectually creative world as sophisticated and powerful as the best that Europe had to offer. In that sense, speculation, however corrosively evil he admitted it could be, insofar as it also implied a willingness to take a chance on the future, might become a positive good. Down that road, however, the secretarys enemies were determined not to travel.16


In the summer of 1791, not long but long enough after the adoption of Hamiltons funding plan for Wall Streets first speculative frenzy to have gotten up a full head of steam, a piece of telling doggerel appeared in the New York Gazette:




What magic this among the people,


That swell a maypole to a steeple?


Touched by the word of speculation,


A frenzy runs through all the nation,


For soon or late, so truth advises,


Things must assume their proper sizes


And sure as death all mortal trips


Thousands will rue the name of SCRIPTS.17




Hamiltons funding plan came on the heels of acrimony and paranoia aroused by the bitterly contested campaign to scrap the old decentralized Confederation government. The atmosphere was heavy with suspicions about designs on the Revolutions democratic accomplishments. A folk literature of novels, memoirs, plays, political tracts, and poems like this one expressed a spreading cultural anxiety. New kinds of economic behavior, like black magic, conjured up wealth without work. It might be sanctioned by the most revered figures in the land, but speculation still struck many an astonished witness as intrinsically illicit, like forgery or counterfeiting. It intimated a moral epidemic and inspired the gloomiest rhymes:




We thought when once our liberty was gaind,


And Peace had spread its influence thro the land,


That Learning soon would raise its cheerful head,


And arts on arts would joyfully succeed;


Till all Columbias genius gain to blaze,


And in true science more than rivals Greece:


But Speculation, like a baleful pest,


Has pourd his dire contagion in the breast;


That monster that would evrything devour




Novels like Dorval; or the Speculator, delivered a similar prognosis. The villainous Dorval is a moral as well as an economic seducer, a man with a liquid identity, so depraved he turns even his romantic adventures into clever financial ruses. Trade, in stories like this one, might be legitimate enough, but only if sharply segregated from shadier practices like speculation in currency, land, and commodities, all frowned upon as unfair venturing, breeders of luxury, idleness, and a devilish cunning. Antifederalist ministers sermonized that bare-faced speculation would undermine common honesty. In his satiric Chronology of Facts in the National Gazette, Philip Freneau pronounced 1791 the Reign of the Speculators. He invented a mock plan for an American aristocracy whose meticulously graded and serried ranks mirrored rising levels of speculative practice from the lower order of the Leech to the middling Their Huckstership on to the sublime Order of the Scrip. In his Medical Inquiries and Observations Upon Diseases of the Mind, the nations most eminent medical mind, Benjamin Rush, diagnosed the postrevolutionary craze for speculation as a spreading insanity: In the United States, madness has increased since the year 1790. The funding system and speculations in bank scrip, and new lands, have been fruitful sources of madness in our country.18


Clearly the passions aroused by Hamiltons scheme ran deep. Beneath its sophisticated approach to economic development something far more primitive was at work. Arguably, Hamiltons enlightened bondholders had amassed their capital through a process of primitive accumulation; that is, they had bought up at rock-bottom prices the Revolutionary War debt originally purchased by hard-pressed veterans and other desperately strapped smallholders who had seen the value of their patriotic holdings plummet all during the Revolution and the interregnum that followed. Profits accruing to men like Duer therefore would derive not from any services they provided, but from prior forms of productive labor occurring outside the charmed circle of this mercantile elite.


This argument was in fact taken up widely. Madison, Jefferson, and others, although they would ultimately endorse Hamiltons funding plan, at first demanded that current bondholders share the spoils with the original holders of the debt as a way of ameliorating its otherwise stark inequity. Hamilton hotly opposed this compromise on grounds that it would subvert the sanctity of contract, thereby undermining confidence in the financial probity of the new government, which was the precise object of the secretarys plan to begin with. The Jefferson-Madison amendment, a quixotic ploy in any event, died in Congress, but the censure it expressed lived on.19





JUST AS HAMILTONS frank encouragement of modernizing financial activity entailed a more capacious vision of what he hoped American society might become, so, too, the Jeffersonian opposition drew its energy from broader fears about the moral and political perils speculation placed in the path of the new nation. These fears could be elemental and personal as in Jeffersons rather Franklinesque advice to a friends son to never spend your money before you have it, a maxim no self-respecting speculator could abide by. They could just as easily merge seamlessly into his strategic political calculations as when he wrote to his Virginia ally, George Mason, confiding his anxiety about Hamiltons plan to sponsor a National Bank: the only corrective of what is corrupt in our present form of government will be the augmentation of the number in the lower house, so as to get a more agricultural representation which may put that interest above that of stock-jobbers.20


Even many years after the fact, Jefferson could still conjure up the vitriol he once felt for the sleaziness and injustice practiced by those who bought up the Revolutionary War bonds and worthless continentals: Speculators had made a trade of cozzening them from the holders by the most fraudulent practices. They were stealthy and quick off the mark as couriers and relay horses by land, and swift sailing pilot boats by sea, were flying in all directions buying up paper securities cheap before word got out that Congress was to redeem them at their original face value. Immense sums were thus filched from the poor and ignorant. The dangers to honest government, he warned Washington, were alarming as people would be lured away from industrious labor to occupy themselves and their capitals in a species of gambling, destructive of morality, and which introduced its poison into the government itself, tempting legislators to feather their own nests.21


Jefferson was hardly alone, either in his immediate doubts about Hamiltons funding scheme or in his more far-reaching reservations about the underlying antagonism between the embryonic mechanisms of modern finance and the more tangible and virtuous universe of productive labor. Whether tithed members of some Calvinist denomination or unchurched secularists, most Americans were faithful to the moral rigors of the work ethic. Some were committed pastoralists for whom only toiling in the earth constituted legitimate and spiritually enriching labor. Others were more broad-minded and admitted the crafts and more straightforward commercial business of the city into the sanctioned circle of honest effort. A penumbra of moral skepticism, however, surrounded the insubstantial, fluctuating world of paper values.


John Adams, who found in Hamilton a sometimes useful ally and a congenial conservative temperament that accepted the inevitability of social class distinctions, nonetheless observed that paper wealth has been the source of aristocracy in this country, as well as landed wealth, with a vengeance. Witness the immense fortunes made per saltum by aristocratical speculations, both in land and paper. Revolutionary War hero Light-Horse Harry Lee, a Virginia slave owner typically insensitive to his own morally compromised position as the exploiter of other peoples labor, starkly posed the moral polarities of the two economies: What can be denominated the habit of supporting life, subsisting family and etc. by buying and selling in the funds, when contrasted with the habit of performing the same object by tilling the earth? Avarice, deception, falsehood, and constant overreaching belong to the first, while contentment, moderation, hospitality, frugality, and love to mankind result from the last.22


When the speculative bubble that Duer and his compatriots had been floating on burst, popular revulsion was palpable. Speculators became derisively known as Hamiltons Rangers and Paper Hunters. Local newssheets filled up with talk of scriptomania, scripponomy, and scriptophobia. James Jackson, a Jeffersonian hothead from Georgia, was driven to denounce these speculators as rapacious wolves seeking whom they may devour, and accused them of draining the gallant veteran of the pittance which a grateful country had afforded him in reward for his bravery and toils. Madison summed up his moral and political outrage: there must be something wrong, radically and morally and politically wrong, in a system which transfers the reward from those who paid the most valuable of all considerations, to those who scarcely paid any consideration at all.23


The Jeffersonian antipathy to Wall Street was then far more moral and political than it was economic. Jefferson himself was a not untypical representative of a planter elite completely enmeshed in the intricacies of the world market, accustomed to, and in Jeffersons case, tied hand and foot by, webs of strangulating credit and debt. Whatever romance may attach the myth of the self-sufficient yeoman farmer to Jeffersons memory, the smallholder agriculture he actually sought to encourage was itself oriented to the marketplace, both at home and abroad. He was more than happy to make America the breadbasket of Europe, exporting its agricultural surplus in return for the Continents manufactures, thereby immunizing the country against the infection of urban luxury, squalid poverty, and the war of class against class. A man of the Enlightenment, therefore a believer in progress, Jefferson and many in his camp accepted as its hallmark a widening division of labor and with that the inevitable spread of a trading society. They relished the cultural sophistication of Europes great cosmopolitan centers. But they worried about its paradoxical social consequences; social progress could, indeed would, they feared, entail moral rot. Commerce and the luxury it bred would be both civilizing and demoralizing, enlightening and cheapening, a source of advance in manners and morals and at the same time their corruption. The contagion was morally dangerous insofar as it rewarded idleness instead of truly useful labor. Jeffersons celebrated aphorismthose who labor in the earth are the chosen people of Godimplied its opposite; that the people of the city, all those engaged in commerce, were more vulnerable to the seductions of the devil. And the portal through which this moral disease seemed to most easily penetrate the healthy social organism were those arteries of finance where trading air, living off the industry of others often through mysterious if not downright deceitful means, epitomized a system of gross corruption against which the Revolution had been fought.24





IN THE END, then, it was the Revolution that seemed at stake. Jeffersonian republicans feared the loss of that wartime lan that had instilled the spirit of self-sacrifice and devotion to the commonweal. Unless this spartan dedication was sustained, all the democratic and egalitarian achievements of 1776 were at risk. Jefferson envisioned a new social order, an empire of liberty based on widespread land ownership, not the facsimile of British society Hamilton frankly admired. The real sin in Hamiltons design was that it would prepare the way for a change, from the present republican form of government to that of a monarchy of which the English constitution is to be the model. For just that reason, the fusion of luxury, venality, and deception so luridly on display in the Duer affair seemed pregnant with counterrevolution. An anonymous patriot, writing in 1792,
declared that speculators sap the foundation of republicanism and paved the way for aristocracy and despotism.25


A different specter terrified Hamilton and his federalist followers. The wholesale repudiation of lawful, contractual obligations, which the republicans seemed ready to entertain, was symptomatic of the Jacobin-inspired democratic excesses then overrunning France. Hamilton had harbored anxieties about mobocracy for a long time. His proposals during the constitutional convention to make the president and the Senate lifetime posts were designed to keep the mob at bay. While these propositions died in Philadelphia, the treasury secretary clearly envisioned his funding scheme as part of a grander design to use the federal government to incubate a national ruling class, a regime of the wise, the rich, and the good.26


Such stark alternatives left emotions in a feverish state. Jefferson came to see Hamiltons funding plan, his promotion of a national bank, and other measures as pieces of a larger plot to restore some form of monarchical government. And he told Washington so. By inundating the country with speculative paper, he argued to the president, the Treasury was in effect building up a war chest on behalf of a circle of counterrevolutionary mercenaries. If they werent checked, a new aristocracy, albeit not one based on a hereditary titles to land as in the Old World, but rather on money, would install itself between the people and their government, trampling on the rights of the latter while suborning the integrity of the former. Jeffersons good Virginia friend and agrarian ideologue John Taylor warned that this new aristocracy of liquid wealth, parasitical by nature, was grounded, like all previous aristocracies, in social theft.27


Talk of an aristocracy linked to money invoked a well-seasoned culture of opposition directed especially at a self-aggrandizing monarchy. The great executive powers of France and Great Britain, so the antimonarchists believed, floated on a vast sea of public debt with which they financed their imperial wars. That funded debt had engendered in turn big banking institutions, well-oiled markets for money, new forms of investment, and a whole new class that traded in public securities and other paper. An alliance between this moneyed class and the Crown had supplanted independent sources of political authority, supplying the executive with the wherewithal to bribe, through official appointments, honors, and other emoluments, whatever resistance to its insatiable hunger for power might remain. Such an alliance might do the same mortal damage in America.


The equation between Wall Street and counterrevolution was therefore a straightforward one. Madison reported to Jefferson that the licentiousness of the tongues of speculators and Tories far exceeded anything that was conceived. When shares of Hamiltons Bank of the United States went on sale on Independence Day, 1791 (the countrys maiden IPO that attracted foreign as well as domestic investors), they produced an instantaneous eruption in the Market, infuriating Jefferson: Several merchants from Richmond were here lately, he told Madison. I suspect it was to dabble in Federal filth. Inevitably these doings perverted the political process, demoralized the legislature, and weakened the Constitution as a corrupt squadron, headquartered in the Treasury Department, plotted to end the republican experiment and replace it with a monarchy on the English model. Madison, too, worried about the political fallout: The stock-jobbers will become the praetorian band of the Government, at once its tool and its tyrant; bribed by its largesse, and overawing it by clamours and combinations.


By the mid-1790s, when hysteria over Jacobin and monarchical conspiracies was at its height, guilt by association was an accepted part of common conversation. A Philadelphian, writing to his local newspaper, anguished over his efforts to find safe passage through the white-hot factional battlefield. Although averse to joining the local Jeffersonian Democratic Society, he still wanted to reassure his neighbors that he was certainly no tory, no British agent, no speculator. In 1794, Massachusetts voters pondered whether to ban speculators from legislative office.28





IN SUCH A superheated atmosphere it is hardly surprising that ill-founded rumors were given wide credence and cynically circulated to do maximum political damage. So it was that Hamilton had to face a formal congressional inquiry into charges of peculation, even though James Monroe, who deliberately leaked news of these secret hearings, probably knew the charges to be without merit. Indeed, Jefferson went so far as to introduce nine resolutions of censure against the secretary that were drawn from these accusations of fiduciary wrong-doing. Designed to further stain Hamiltons reputation, they stood no chance of passage, but when they were defeated, Jefferson blamed it on the character of the present house, one-third of which is understood to be made up of bank directors and stock-jobbers who would be voting on the case of their chief.29


A cottage industry of character assassination flourished in this environment. Rumors of Hamiltons marital transgressions circulated for years after the treasury secretary made a private confession of his lapses to Monroe and others. By admitting the truth of his infidelity he hoped to defang the false accusations about official corruption to which James Reynolds implied they were linked. But reconnecting these dots were men like James Callender and William Duanegroupings of republican newspaper editors, publicists, and gossipmongers with a political agenda. Callender, a Scotch-Irish radical forced to flee to the United States in 1793, sought to impugn the motives and actions of political patricians like Hamilton for whom honor and reputation constituted the core of their claim to political precedence and their social stature as gentlemen. It was Callender whose pamphleteering in 1797 made public the innuendos about Hamiltons insider trading in federal securities.


So it became necessary for Hamilton to publicly air his affair with Maria Reynolds. Callender was delighted, gloating that in doing so Hamilton had irreparably ruined his reputation. The irony here is that Marias husband, James, was a creature of Hamiltons own system. Both his moneymaking aspirations and the dire financial predicament that drove him to blackmail Hamilton were fueled by the speculative mania unleashed by the secretarys funded debt and national bank. Hamilton had envisioned enlightened men investing for the public good. Jefferson saw instead sharpers and gambling scoundrels. Both turned out to be right as the sad career of William Duer, an enlightened scoundrel if ever there was one, exemplified.


Duer was hardly alone. Speculation in government paper during the first years of the new republic was intense. And although seedier men of the James Reynolds sort got involved, respectable ones like William Duer dominated the action. Whatever their background and breeding, the aroma of instant riches was intoxicating. Patrician New Yorker Robert R. Livingston, although sharing Jeffersons anxiety, nonetheless confided a hard truth; namely, that in New York City, hundreds have made fortunes by speculating in the funds and look forward to a great increase of them by the establishment of a bank, and have no idea of a more perfect government than that which enriches them in six months.30


These were men of independent means, often with time on their hands, enough to gather regularly in the Merchants Coffee House (soon to be replaced by the more celebrated Tontine Coffee House, the informal site of the first stock exchange). Like coffeehouses all throughout cosmopolitan Europe, it functioned as a multipurpose public space for the bourgeoisie: as a social club, a political meetinghouse, an insurance brokerage, a commodity market, a post office, a city newsroom, and as a place to gamble on just about everything, even on grisly forecasts regarding who would and who would not get guillotined in Paris. Not many years earlier, the Sons of Liberty had assembled in this same haven, and some of these merchant-speculators, like Duer, were undoubtedly among them. These were genuine patriots and helped make the Revolution. Men of varied interests, they might dabble in land speculation, in commercial credit, in insurance and banking. And whatever their business interests, many were not only, nor even first and foremost, businessmen. John Pintard, who became Duers accomplice and only escaped debtors prison by fleeing New York, was a blue blood himself, a founder of the American Bible Society and the New-York Historical Society, the editor of the New York Daily Advertiser, an author of works on medicine and topography, and an expert on Indian cultures. Later, when tempers had cooled, he was able to return to the city and resume a lucrative career on the Street.31


During the Revolution the interests of such men had often suffered severely. New York was an occupied city through most of the war, so its native commercial life withered. Two major fires made things worse, and the population dropped by half. But by the 1790s, its revival was well under way, and these same men were ready to take advantage of what Hamiltons funding and banking schemes offered. Momentum began building even earlier, in 1789, with the first rumors of what Hamilton had in mind. Once the report was issued, activity became truly feverish. Wall Street (and not just Wall Street but similar financial nodules in Philadelphia and Boston and down south in Charleston) experienced its first speculative boom. Between 1789 and 1791, federal securities quadrupled in value. As the boom inflated, instruments of debt became concentrated in fewer and fewer hands; 72 percent of the North Carolina debt was held by a group small enough to sit together in an average-sized living room. Like those who had come before them and like the legions who would follow, these speculators, however enlightened, whatever their patrician lineage, no matter their Revolutionary War credentials, and despite their disinterested devotion to the commonweal and their customary bourgeois sobriety, became reckless and lost their heads. Thinking the market for government securities would continue to rise without limit, they borrowed heavily to enlarge their investment until those days of reckoning in March and April of 1792 when Wall Street, along with similar communities in other eastern seaboard cities, suffered its first true panic.32


As panics go, this first one was brief and shallow. After all, the American economy operated, to a considerable degree, outside the networks of transatlantic credit and debt; indeed, backcountry subsistence agriculture was hardly monetized or subject to the vagaries of even local markets. Wall Street was one of a tiny handful of financial nerve centers headquartered on the East Coast. The intricate busyness of its brokers and jobbers was a mystery that most of the time could be safely left unsolved by their countrymen. Moreover, Hamilton responded quickly to the panic and had the Treasury act to shore up the declining value of federal securities.


Shortly after the collapse, a group of brokers were alleged to have met under a buttonwood tree on Wall Street to enter into a formal agreement regarding the trading of securities, an agreement that over the years has come to be treated as the founding moment of the New York Stock Exchange. While the buttonwood legend is largely just that, a legend, there probably was some concerted effort at self-regulation on the part of this embryonic Wall Street community alarmed by the speculative extravagance and dire consequences of the boom and panic. In any event, for the rest of the 1790s the stock exchange, such as it was, became a quiet, in fact a somnolent place. More important, the American economy boomed. But the conundrums linking Wall Street to the nature and fate of the American Revolution would continue to expose deep rifts in American culture for generations to come.33


Duers panic, the subsequent economic recovery, and the ferocious name-calling between Hamiltonian Federalists and Jeffersonian Republicans that lasted all through the decade, signaled an underlying ambivalence about the import of an incipient commercial civilization. Wall Street seemed to epitomize that ambivalence: Was it a gambling den or a monastery of abstemious investors? Was it pimping for monarchy or incubating the glorious exfoliation of a rich and powerful republic? Did it pander to the basest instincts of self-indulgence or, on the contrary, call upon the capacity to defer instant gratification in favor of the patient pursuit of great undertakings? Was it a cockpit of counterrevolution, or, on the contrary, a modern engine of revolutionary progress?


Such an either/or state of warlike contradiction excluded the possibility of their coexistence. Both sides felt vindicated; both sides were disappointed. The prosperity and economic growth of the 1790s seemed to confirm Hamiltons strategic plan. But the good times were arguably also due to the wars in Europe catalyzed by the French Revolution, which generated an enormous demand for American goods. Moreover, while some of the newly created federal debt no doubt found its way into useful enterprise and expanded trade, Hamilton could hardly deny that his enlightened men had proved capable of purely selfish and irrational economic behavior that damaged not only themselves but everybody else by undermining precisely those habits of industry and frugality his plan had meant to cultivate. Most odd and ironic of all, this dark side of Wall Street, the side that produced what Hamilton called this present rage for speculation, seemed called into being, like some evil genie, by the very prospect of healthy and vigorous economic growth Hamilton so cherished. He hadnt counted on that.34


Jefferson, on the other side of the revolutionary divide, reveled in the financial undoing of those Wall Street knaves and especially in the routing of conspiratorial designs on republican government in which speculators, he deeply believed, played such a loathsome part. But his own presidential administration devoted itself to protecting and fostering the commercial interests of the country even while he continued to shudder at its moral and political implications. For Jefferson was caught in his own ironic predicament. Speculation, a species of gambling, of irreligious divination, turned out to be the demonic face of an enterprising spirit abroad in the New World which, in a different light, seemed entirely benign and overflowing with the sacramental virtues of honest labor. And this sense of ambiguity about just where the moral, ethical, and political boundary line could be drawn between gambling and investment would distinguish the culture wars over Wall Street for many years to come.












chapter 2


Monsters, Aristocrats, and Confidence Men





IN JULY 1849, the New York Herald published an extraordinary article about the arrest of a local confidence man. This particular con artist, one William Thompson, was a genteelly dressed character who would strike up a conversation with some unsuspecting mark while discreetly flashing an impressive bundle of cash. He intended to invest the money in a surefire business deal, Thompson confided. He would do the same with the marks; he would, that is, if his new confidant showed sufficient trust in Thompsons promises. To test that confidence Thompson asked the mark for his gold watch, pledging to return the next day with the watch and much more besides. Thompson was obviously persuasive, because hed succeeded on several previous occasions. But he was also lacking in imagination; the redundancy of his scheme led to his inevitable capture and incarceration in the Tombs, the citys aptly named jailhouse.


Despite its rather pedestrian circumstances, the case attracted vast attention from the media, not just the Herald but other papers as well in and outside of New York. That was not so strange since stories about underworld characters like Thompson were becoming standard newspaper fare, feeding a growing urban anxiety. Thompson himself was interviewed widely and became a minor celebrity, proud of his new moniker as the confidence man. The National Police Gazette made the not-so-unusual observation that confidence men like Thompson succeeded thanks to the cupidity of their victims, that the confiding man is a knave wrong-side out. More outlandish, even laughable, was the pollyannaish conclusion drawn by the Merchants Ledger that applauded the success of the confidence man because it was the best proof that society remained fresh and uncynical, trusting, bighearted, and optimistic about the future. But most striking was the editorial commentary in James Gordon Bennetts New York Herald. In its send up of the Thompson case, the paper managed, and with considerable panache, to bring together the two great ogres of the Jacksonian imaginationthe aristocrat and confidence manrevealing them to be living in incestuous cohabitation on Wall Street.


A flamboyant and sensationalist publisher, Bennett used the occasion of William Thompsons arrest to triangulate the Street. He was vivid and direct: Thompson was just a petty swindler. But those palazzas, with all their costly furniture and all their splendid equipages, have been the product of the same genius in their proprietors, which has made the Confidence Man immortal and a prisoner at the Tombs. His genius has been employed on a small scale in Broadway. Theirs has been employed in Wall Street. He has obtained half a dozen watches. They have pocketed millions of dollars. Then the journalist called into question the countrys moral compass. Thompson is a swindler. They are exemplars of honesty. He is a rogue. They are financiers. He is collared by the police. They are cherished by society. He is a mean, beggarly, timid, narrow-minded wretch. They are respectable, princely, bold, high-soaring operators, who are to be satisfied only with the plunder of a whole community. Thompson ended up in jail and not in some fashionable faubourg because he aimed too low. He should have gone to Albany instead and secured himself a railroad charter or issued a flaming prospectus of another grand scheme. If only hed manipulated some stock, secured secret control of the management of some company and sucked it into debt. He should have brought the stockholders into bankruptcy and then returned to a life of virtuous ease, the possessor of a clear conscience, and one million dollars! But the hapless Thompson wasnt up to it, so let him rot, then, in the Tombswhile the genuine Confidence Man stands one of the Corinthian Columns of societyheads the lists of benevolent institutionssits in the grandest pew of the grandest templespreads new snares for new victims. Success, then, to the real Confidence Man. Long life to the real Confidence Manthe Confidence Man of Wall Streetthe Confidence Man of the Palace uptown.1





HISTORIANS HAVE ARGUED for generations about the nature of antebellum society. Was it the age of the common man overrun with enthusiasms for democratic and egalitarian reform? Was it the age of the entrepreneur in feverish pursuit of the main chance? Was it both of these at the same time, or, on the contrary, something distinctly more backward-looking than can be captured by modern notions of democracy and individualism? Whichever way the controversy twists and turns, however, all would agree that the country, especially north of the Mason-Dixon Line, was in a state of chronic economic heat. This was an agrarian economy undergoing a dizzying commercial revolution. People were on the move settling new lands, founding towns, traveling faster and farther on extraordinary new means of transport, conducting monetary transactions on a scale their parents never imagined, amassing and losing small and larger fortunes at an astonishing rate, devising schemes, inventing machines, and trafficking in intangible dreams of the future.2


Antebellum Americans of the middling orders were deeply ambivalent about this spirit of enterprise. They believed in its promise, but recoiled from its consequences. They were fascinated by piles of new wealth, but kept a watch out for aristocrats. They were righteous upholders of Protestant self-restraint, but tempted by the gas-lit sensuality of the new urban demimonde. They belonged to the congregation of the free market, but found the gravitational pull of government-subsidized enterprise irresistible. They were supremely self-confident, yet haunted by the specter of the confidence man.


In the grander scheme of things, Wall Street was still an unprepossessing place full of its local self-importance, but not exactly the heart muscle of the economy. Antebellum America remained an overwhelmingly agrarian economy supplying local and international markets, but mainly innocent of the intricacies of high finance. Wall Street was still two generations away from emerging as the economys center of gravity. Its cultural presence was likewise in its infancy. After all, the nations principal preoccupations had to do with slavery, territorial expansion, national unity, and the future of republican government. What went on in Wall Street did sometimes impinge on those concerns. More often, however, behaviors acted out on the Street attracted attention because they reminded people of desires and anxieties they already felt about the transformation of everyday life happening far away from the exotic environs of Manhattans golden toe. Still, as the countrys commercial networks exfoliated, the Streets weightiness and visibility grew. And as it did it assumed an elusive, shape-shifting role in the popular imagination.


On the one hand, Wall Street seemed to epitomize the glamour of moneymaking in the enterprising free market. Yet all during the nineteenth century, and especially during the decades leading up to the Civil War, Wall Street was tethered to the state, entirely dependent on government resources and government enterprise. It was a vital piece of machinery in a state-driven economy that was dedicated to erecting the essential infrastructure of a national marketplace. But in a culture inherently wary of political power this made the Street naturally suspect.


So, too, Wall Street was one locale of a native aristocracy and of newer pretenders to that station who were watched with curiosity and apprehension. Yet at the same time, the Street was becoming a boulevard of plebian ambition, opening up to the socially nondescript, not to mention the socially disreputable. To the degree one could identify a true American establishmentwithin the free states of the North, that iswhich could be trusted to consider the general as well as its own self-interest, merchant bankers from Wall Street tracing their lineage back into the colonial era might qualify for membership. But the Street also loomed up in the popular mind as a monstrous apparition, the despoiler of a wiser, more humane, and venerable order of things. The princes of Wall Street appeared to be men of indubitable wisdom and commercial virtue; yet the Street seemed periodically overcome with spasms of convulsive recklessness. Half the time the Street gloried in its wealth, probity, and public esteem; the other half it lived shadowed by danger, illicit gratification, and moral risk.


The Street lived in confidence. The Street lived in fear. During the two great trials of the Jacksonian erathe presidents war on the Monster Bank and the devastating panic of 1837the figures of the financial prince and the confidence man congealed in the popular imagination to become something truly unnatural, something monstrous. An older, more sedentary Wall Street, one that moved to the stately rhythms of Knickerbocker New York, vanished in the conflagration.





NOT LONG AFTER Alexander Hamilton felt compelled to make a public spectacle of himself by confessing his sexual transgressions, everything grew much calmer. With the election of Jefferson in 1800, the high political drama and intense emotions set off by the French Revolution and birth of the new American republic subsided. Wall Street, which had figured so piquantly in the uproar of revolution and counterrevolution, became more placid, almost becalmed.


Business was slow. Jefferson abhorred debt, both because he believed it morally and politically corrupting, and because, as an especially imprudent Virginia planter, he was drowning in it and it gave him no peace. He ran a parsimonious administration. Determined to reduce the national debt, he succeeded. But of course it was trading in the national debt that first gave life to Wall Street. Without fresh supplies of gilt-edged government securities the Market languished. State and local governments made tentative forays into the capital markets to help finance their minimal needs, but it hardly amounted to much, certainly not enough to rekindle the fires of the mid-1790s. A dwindling supply of government bonds, shares in a small handful of banks and an insurance company or two, and that was it. Most businesses relied on family money with an occasional loan from a local bank. It would be nearly another century before industrial corporations raised capital on the stock exchange. The only major exception would be the railroads, and in 1800 they didnt exist and wouldnt for another thirty years.3


How to keep busy? Denizens of the Street were a close-knit group of bankers, merchants, and brokers whose activities spilled over the permeable boundaries of mercantile specialization. Until the War of 1812 and for some time after that, very few if any spent full time brokering or speculating in the buying and selling of securities. They might have managed family trusts, dealt in urban real estate, insured marine property, lent money to importers, done some importing themselves, or combined several of these and perhaps other related functions. They were a clubby bunch, dressed alike in swallow-tail coats and stovepipe hats. If they were true Knickerbockers, they might attend churches where the preaching was still in Dutch and, afterward, promenade on the Battery or attend a ball, formal dinner, or concert at the City Hotel. Accustomed to conducting their proceedings in secret, in code even, they enjoyed their local prominence, and spent their idle moments musing about how Wall Street might one day supplant Chestnut Street in Philadelphia as the young nations financial capital. What they did not do, and could not have done had they wanted to, was spend each and every workday on the floor of the exchange.4


To begin with there was no floor, nor any permanent indoor site that might be called an exchange. Floating congregants of brokers and investors gathered irregularly, usually in the neighborhoods most prominent coffeehouses. Those whod caught the fever of speculation in the 1790s, betting on the rise and fall of Hamiltons debt, now sought other outlets. They might attend auctions at the foot of Wall Street, fronting the East River, where cotton, sugar, and West Indian spices were bartered. Wagering on the outcome of political controversies or elections or foreign upheavals or sporting events, even the weather, were not uncommon ways for these part-time brokers to pass the time. Its worth noting that the citys very first gambling house set up operations on Wall Street. One way or another, trading securities was part profession, part avocation. As late as the 1820s, by which time there was an actual stock exchange, an average day saw no more than 100 shares change hands. Brokers, in the strictest sense, were marginal in this heavily agrarian world. An illustration of Wall Street in 1825 reveals a still semirusticated financial district, not far from open fields and masticating cows, its modest wooden and brick buildings mixing residences with places of business, its skyline still dominated by the rebuilt and elegantly appointed Trinity Church.5


But if Wall Street had not yet rematerialized as the Street in these early years of the nineteenth century, the economy surrounding it was lively beyond all previous experience. Annual sales of western lands soared from a hundred thousand acres in 1790 to half a million in 1800. The whole trans-Appalachian wilderness came alive with commercial activity driven mainly by venturesome ordinary folk rather than the financial brilliance of Hamiltons investing elite.


The Napoleonic wars turned New York City into a major port, the value of its imports rising from $1.4 million to $7.6 million between the early 1790s and 1807, double the growth rate of its chief rival, Philadelphia. One-third of the overseas trade and one-fourth of the coastal trade of the nation went through New York Harbor. Mercantile activity of all kinds flourished and so, too, did the pool of liquid capital grow exponentially. A French traveler described the reigning commercial pandemonium during this first decade of the new century: Everything in the city is in motion. New York reminded him of ancient Tyre, which contemporary authors called the queen of commerce and sovereign of the seas. Amid all this hustle and bustle, the exchange, such as it was, barely stirred.6





THEN THE WAR OF 1812 roused the Street from its long siesta. It also called back to life slumbering suspicions about its role as a breeder of loose morals and counterrevolution.


President Madison was desperate for funds to fight the war. He and Treasury Secretary Albert Gallatin negotiated the nations survival with the countrys two principal financiers, Stephen Girard of Philadelphia and John Jacob Astor of New York. Together with Baring Brothers and other European investment banks, a deal was struck to issue government bonds at a heavy discount and bearing a high rate of interest. At the same time, Madison agreed to reestablish a second Bank of the United States, the charter of the first Bank having been allowed to expire in 1811, thanks to the still simmering popular skepticism about banking in general.


Fresh supplies of bank stock and government bonds were sufficient to restart the engines of speculation. New Yorks legislature tried outlawing short selling as a form of gambling, but the tide was running in the other direction. Business was brisk enough so that in 1817 brokers felt the need to institutionalize and regulate their affairs by establishing the New York Stock and Exchange Board. They moved indoors, and one could now truly speak of the floor of the Exchange. While Astor and Girard were estimable prototypes of the prudential merchant-banker elite, less cautious plungers soon swarmed into the Wall Street and Chestnut Street marts hot on the trail of government securities and commodities made precious by the conditions of war, now fluctuating widely in value.7


The Treaty of Ghent ending the war rapidly deflated expectations. Depression followed. This panic of 1819 was important not because it wiped out the paper profits of wartime speculators. More significantly, it was the countrys first serious brush with economic collapse in the modern sense, that is, a crisis originating within the economic system itself and not from some exogenous natural or political disaster. A half million were unemployed in the cities, and paupers roamed the streets. Towns were depopulated, homes and farms were auctioned off by the sheriff. In New York City, thirteen thousand people sought public relief. Jefferson nearly lost Monticello, southern planter/speculators like Andrew Jackson suffered financially in ways they wouldnt forget, and frontier entrepreneurs like Davy Crockett watched as their improbable schemes imploded along with the boom. Banks and businesses folded in waves, and eight states were compelled to repudiate their debts. Amid the calamity, money-brokers raced around the country buying up notes of far-flung state banks at unseemly discounts, hoping to make a killing.8


Fallout from the panic rekindled the harshest emotions and paranoia of the 1790s. Jefferson hated the speculative mania that accompanied the wartime and postwar boom, treating it as a form of mass delusion that legerdemain tricks upon paper can produce solid wealth as hard labor in the earth. John Adams was appalled at the devastation and condemned the banks for the injury theyd done to the religion, morality, tranquility, prosperity, and even the wealth of the nation. He minced no words: Our whole banking system I ever abhorred, I continue to abhor, and shall die abhorring. Out west, where the wreckage was extensive, fire-breathing Senator Thomas Hart Benton of Missouri voiced regional resentment of an eastern money power so voracious the whole country was caught in its jaws, like a lump of butter in the mouth of a dog! One gulp, one swallow, and all is gone!


Back east a cry went up to abolish the newly born New York Stock and Exchange Board. A popular Broadway farce, Wall Streetor Ten Minutes Before Three, dramatized the moral dissipation of a newly visible Wall Street species. Characters called Hardrun, Easy, Shaves, Addlehead, and Broker ran amuck in a miasma of bad debts, bank failures, and nerve-racking forced optimism. Once honest men lived here, according to Oldtimes, but now Wall and Pearl Streets were invaded by a swarm of shavers and speculators, joking and drinking their way from one site of distress to the next. At ten to three each day their precarious, up-tempo scheming gave way to an after hours spent in ruffled shirts and visiting hotels and theaters to play billiards and cards and dice and ride, and walk Broadway, and drink brandy and water and hot whisky punch and so on.9


The rise of a paper economy was a strange and forbidding development to both Southern planters and middling farmers North and South. Banknotes, bonds, mortgages, bills of exchange, and stocks together seemed to form a floating spider web of poisonous paper, catching up and devouring the hard-earned fruits of honest labor. Intangible, yet powerful, this paper system produced in some a nauseating social and even intellectual vertigo. Family lineages, ancient homesteads, honored occupations, long-established social positions, cherished beliefs about the natural sources of wealth and the springs of virtue, all that defined the natural moral and social order of things could be instantly disordered, deranged by the madness of an economy no more stable and enduring than the paper it chased after. The openness, fluidity, and power of the market, which for some was so exhilarating, for others was a dreaded presentiment of social chaos. It is instructive to listen to the reverie of a man for whom Wall Street was once such an ancient homestead.


Nearing the end of a prosperous and quietly distinguished life, Abram Dayton, a sober-minded Wall Street merchant, paused to reflect, and, in part, to lament. It was 1871 and The Last Days of Knickerbocker Life in New York, the nostalgic title of Daytons reminiscence, captured his melancholy. The simple, stately life of Dutch Gotham with its noiseless, steady routine had vaporized. Rising in its place, at a speed that Dayton found dumbfounding, appeared a new New York, the moneyed center of the continent, buzzing with a bustling, flighty excitement.


Wall Street in the days of the Knickerbocker ascendancy, so Dayton recalled, was the habitat of men of means, bankers, and a handful of brokers, who conducted their affairs with a kind of studied slowness and grace. Men spent hours and hours in consultation and considering before a single share of stock changed hands. The Street itself was only partly given over to financial affairs. Fashionable shops served an elite clientele whose imposing homes filled up the surrounding neighborhood. Wall Streets Presbyterian Church catered to their spiritual needs and exercised a chastening influence over the Streets commercial appetites. For Dayton, it was a transparent world, socially and morally as well. Everybodys means of livelihood was known to his neighbors, and the means for amassing fortunes without visible continuous labor had not yet been discovered. Distinctions of social class were recognized by all, but without any accompanying rancor as the preeminence of the Knickerbocker aristocracy rested on merit, on breeding, taste, sentiment and education, and not on wealth. No mere golden key could secure admission into the charmed circle of the Knickerbocker elect. The greed for speculation had not yet infected the behavior of these businessmen still caught up in the mysteries of their peculiar callings. The railway and mining mania was unborn.


In the twinkling of an eye this mercantile quadrille was overrun by a restless throng that coursed through the Street as if the day of doom had arrived, as if each one had to hand in his chips before the new Trinity Church strikes three. Newly sprouted self-important bankers concealed behind plate glass, ensconced in plush, revolving chairs were guarded, Cerebus-like by some stalwart darkey. Wild swings in the prices of stocks and bonds make and unmake scores of desperate speculators. In Daytons eyes, men had gone mad in their unnatural desire to become instantly rich, and Wall Street drew them like a magnet. Honor, honesty, self-esteemall the higher qualities which should attach to mankind were thrown aside in this wild chase after gain. Wall Street had opened itself up to the world, a promiscuity Dayton found appalling: The shrewd Israelite, the cunning Yankee, the philosophic German, the mercurial Frenchman, the dignified Spaniard, the indolent Italian, the phlegmatic John Bull, even the spectacled blue stocking was present. For this hybrid mob of arrivistes, everything not nailed down had become an object of speculationurban as well as frontier real estate of course, but also gold and silver, lead and copper mines, oil deposits and stock in railroads whose tracks and carriages had yet to leave the roundhouse of their promoters imagination. All sorts of simple, unassuming folk were caught up in a torrent of reckless gambling; even the artizan and the methodical bookkeeper was infected with this contagion.


Dayton was as sad as he was astonished. The commemorative monuments of his Knickerbocker Wall Street had been swept away by tidal waves of new wealth. Boulevards and avenues had swallowed its winding streets. Imposing structures of marble and granite havedisplaced modest piles of homely brick. The comparison of the brilliant gas light to the glimmering taper fails to define the marvelous transition.


Dayton had the advantage of hindsight, albeit one tinted with an elegiac Brahmin sentimentality. But in the aftermath of the very real trauma of 1819, who could have imagined that the unsettling passions conjured up by Wall Street would become, in a veritable eye blink, infinitely more captivating for wider and wider circles of Americans. Most of them would never come anywhere near the hurly-burly of the Street, but found themselves moved by kindred desires. Abram Daytons world was about to go extinct, to be submerged in the waters of the Erie Canal.10





CONSTRUCTION OF THE CANAL was an engineering marvel. It was the signature event in the commercialization of midwestern agriculture. It was the catapult hurtling New York City beyond the jealous grasp of its urban rivals. Above all, it was a pass way to the state-subsidized, jump-starting of the American free enterprise economy. If Wall Street wasnt its midwife, it was certainly a nurturing presence soon after the canals birth. And from that moment on, the Streets fate was bound up with the hard wiring of the national marketplace. Without an extensive network of transportation and communication, there would be no industrial and commercial revolution. Without the promotional zeal of local, state, and national governments, there would be no arterial mesh of roads, turnpikes, canals, railroads, docks, piers, steamboats, gaslights, streetcars, and telegraphs: without enterprising government, no Wall Street. Odd as it may sound to our contemporary ears, so full to overflowing with paeans to the free market, the formative relationship of the Street to the state was organic. The consequences for the practicing of American democracy and equality were profound.


Some might argue the sequence ought to be reversed; without Wall Street, no pooling of the liquid capital essential for the countrys economic takeoff. Theres much truth in that notion, once one presumes no alternative to the mechanisms of private finance. But given the dearth of private capital, the inherent riskiness of complex, long-gestating projects like the canal, and the cautious inclinations of Daytons Knickerbocker financiers, the case looks different. The great public works of early American economic development could never have been built without the state taking on the roles of innovator, guarantor, builder, subsidizer, leaser, owner, coowner, and a hybrid host of others.


The Erie Canal is exemplary. It was built, owned, and operated by the state of New York. And its noteworthy that the great merchant princes of Wall Street were not actually present at the moment of the Erie Canals creation; indeed they were reluctant to participate. Instead, the canals bonds, which were to finance its construction, were initially subscribed to by orphans, widows, and others of less lordly station. The Bank for Savings in New York City was a key early investor. It was set up to encourage habits of thrift among the citys poor, its capital drawn from the savings of laborers, seamstresses, cooks, boot cleaners, nurses, and members of the citys middling business classes.11


Quickly enough, however, the extraordinary success of the canal in accelerating the commercial revolution of the agrarian hinterland impressed the doyens of the Street. The cost of moving a ton of goods from Buffalo to Albany plummeted to one-twelfth its original cost. A ton of flour could travel from Buffalo to New York in a third the time it used to take. Eventually, thanks largely to the canal, New York Citys imports and exports would exceed all other American ports combined. By 1821, big-time investors were convinced the state had the financial and administrative competence to make the project work. Distinguished brokerage houses dating back to the earliest years of the republic like Prime, Ward, and King, and financial nabobs like John Jacob Astor, eager after the panic of 1819 to find outlets for their idle capital, raced to buy and trade the securities of the canal. Nathaniel Prime, the first president of the New York Stock and Exchange Board and leading loan contractor in the city, bought Erie bonds wholesale and resold them at retail to individual investors. Foreign investment banks, especially the English who were experienced speculators in canal stocks at home, soon followed. The returns were lavishly pleasing.12


Canal fever reached epidemic proportions, spreading virtually to every region of the country. States and municipalities, sometimes in partnership with private promoters, often in fierce competition with nearby, like-minded developers, rushed to excavate watery ditches, still hazy about their final destination or purpose. Between 1815 and 1840 the federal government made land grants of 4 million acres to canal projects in the Great Lakes states. Moreover, government invested its own funds subscribing to the stock issues of companies like the Chesapeake and Ohio Canal.13


Like a raging fever, the canal craze fed dreams and hallucinations not only about the value of canal securities themselves, but about the limitless riches anticipated to arise from their construction. Visions of new towns and cities bustling with new business and booming real estate, drawing into the orbit of commercial production thousands of acres of once unexploited surrounding countryside, pregnant with food crops and precious metalsall of that and more animated the imaginations of the canal boosters, investors, and swelling segments of the general population. Some of it came true; some remained pure pipe dream; some the lingua franca of the criminal confidence man.


Nor were canals the only artery of this commercial coming of age. Roads and turnpikes and public waterworks, as well as the wharves, dikes, and piers of urban waterfronts prompted like-minded dreams and schemes. Moreover, the same fever of outsized expectations, except running at an even higher temperature, would accompany the railroad boom that began in the early 1830s and that resumed with unprecedented intensity after the long depression that lasted from 1837 until the mid-1840s. Even by 1840, the United States had more miles of railroad track than any country in the world. Here, too, government was the indispensable ally of promoters and investors, less often as outright owner, more often as shareholding partner, public creditor, guarantor of bonds, land grantor, franchise provider, construction subsidizer, and so on.


For much of rural America the railroad was an unmitigated moral as well as mechanical horror. The Lancaster, Ohio, school board would not even make its building available to discuss the coming of the iron horse. Citizens, the board decided, might use the schoolhouse to debate all proper questions, but railroads and telegraphs were beyond the pale, examples of rank infidelity. Not mentioned in the Word of God, the board concluded, If God had designed that his intelligent creatures should travel at the frightful speed of 15 miles per hour, by steam, he would have said so, or had one of his prophets approve it. Clearly, the railroad was a device of Satan to lead immortal souls down to Hell.14


For the braver or more foolhardly, however, the railroads became carriers not only of goods and passengers, but of febrile illusions that excited the ambitions as well as the cupidity of more and more Americans fixated on the main chance. More than a century before it became an advertising commonplace, being bullish on America was a way life, for some even a philosophy of life, a speculation, so to speak, on the future.





ANTEBELLUM AMERICA ran a traveling school for amateur speculators. The elementary classrooms convened on the land; indeed, that was where most people received their first and often their last lesson in the mysterious arts of speculation. The opening up of the Ohio Valley encouraged a more popular familiarity with the psychology of a fluctuating cash value attached to the land and to its purely prospective uses. Before that land speculation was a genteel vocation, practiced by many of the founding fathers, but rarely outside those elite circles. But in the Age of Jackson, whose namesake was himself a great speculator in the land (as well as horses and slaves), betting on the rapid appreciation of real estate seemed as sure a thing as progress itself.


Sales through the governments General Land Office, which amounted to $2.5 million for the whole year of 1832, were rocketing along at an average of $5 million per month by 1837. New York money followed the pioneers west into Indiana, Michigan, and Illinois, as well as down south. Eastern financiers invested heavily in frontier Chicago, for example, when it was still but a military and fur-trading village. But land speculation was an outdoor sport. It attracted all sorts.15


At the height of this national infatuation, Charles Dickens published his hilarious satire of American mammon-worship. Martin Chuzzlewitt, the hapless, ingnue hero of the novel of the same name, is seduced by the huckstering riffs of New York land promotersan irresistible rhetorical blend of highfalutin democratic egalitarianism and unblinkered covetousnesseven before he gets off the boat from England. Soon enough, shown a map depicting banks, churches, cathedrals, market-places, factories, hotels, stores, mansions, wharves; an exchange, a theater; public buildings of all kinds, he invests his small capital in the Eden Land Corporation, only to discover, after schlepping out to some remote corner of Illinois, that Eden turns out to be nothing more than a hellish, deadly swamp where Martin nearly loses his life, not to mention his life savings.


Fatal fantasies tied to the land, featuring thriving towns, impeccably arranged just like this one, were very much part of the American scene, its craftily constructed commercial utopianism. In fact, Dickens probably based his portrait on the real-life Cairo, Illinois, originally mapped out in 1818 by a merchant-developer, left barren for years, then founded anew in 1837 by a land company hoping to lure settlers to a region of southern Illinois, soon to be known in the sardonic idiom of local wisdom as the land of Egypt. Martin Chuzzlewitt was published a year or so after Dickenss visit to the United States in 1842, where hed soured on the countrys obsessive reverence for the dollar. He acidly observed Wall Street in particular. It impressed him as a place where fortunes were won and lost overnight, where the very merchants you see hanging about here now have locked up money in their strong boxes, like the man in the Arabian Nights, and opening them again have found but withered leaves. You didnt have to trek out to some fetid marsh on the frontier to be infected by the mania for speculation. It had become air-borne, a free-floating element in the cultural atmosphere.16


Economic adventuring, often lawless, sometimes violent, always aggressive, greedy, and grasping, where wealth was won and lost quickly, not through patient accumulation, intruded itself into an older, more settled order of things. In the teeth of traditional taboos, more and more people displayed a decided preference for high-risk, high-gain transactions. Dickens was only one among many European visitors struck by the American lust for money, and especially the desire to make a fortune out of nothing.


Native observers fastened on the same character trait. Frederick Jackson, an obscure scribbler, wrote his moralizing burlesque of Wall Street shenanigansA Week in Wall Street by One Who Knowsshortly before Dickenss arrived on the scene. Jackson peopled the Street with all sorts of colorful mountebanks, but what really concerned him was that the whirlwind of gambling and speculation was sweeping innocent citizens into its vortex, people drawn by the allure of instant wealth but without an inkling of how this bizarre new economy functioned.17


Among ordinary people like Jeremiah Church, however, the belief was growing that every man is a speculator from a wood-sawyer to a President, as far as his means will go, and credit also. Even Old Hickorys most steadfast constituents could be tempted. When the president issued his controversial Maysville veto in 1830, the enterprising citizens of Kentucky were furious as Jackson had effectively killed plans to finance a promising turnpike by authorizing the federal government to subscribe to the companys stock. Jeremiah Church would hardly have defended the trickery that victimized Martin Chuzzlewitt, but the line between legal and criminal forms of speculation was becoming a harder one to draw. After all, state banks were printing up new currency by the sheet on which people sketched financial phantoms. The explosion of speculative economic behavior naturally enough was accompanied by a steadily rising number of frauds, embezzlements, defalcations, and inspired forms of financial chicanery. Fancy stocks appeared, designed for speculation and for no other purpose. Traders on the Exchange connived to buy and sell securities at artificial prices without any shares actually changing hands. These wash sales were calculated to gull the wider investing public into believing the action was hot when in fact there was no action at all. The arts and crafts of land speculation could be applied widely and devil take the hindmost.


If the whole American landscape became, for a season at least, a schoolroom for speculation, Wall Street was everywhere in attendance. But it was of two minds about what it was learning. Conservative by training and instinct, the great merchant banks gravitated to the security and modest returns of state-guaranteed bonds. Upstart new arrivals felt the lure of overnight gain. Most other people who didnt actually make their living on the Street either fell hotly in love with this new culture of speculation; or they damned it with cold hostility.18





THE PACE OF THE STREET itself quickened as its presence in the public mind grew more formidable. Still trading as little as 100 shares a day in the late 1820s, by the mid-1830s a 6,000-share day was not uncommon on the exchange. Railroads began to supplant canals as the chief source of new, tradable securities. The 13 miles of railroad in 1830 grew to 3,328 miles by 1840. Orders for railroad bonds streamed in from all over the country. By 1835, trading in railroad securities outnumbered all other transactions on the New York Stock and Exchange Board. Much of this business was handled by private bankers like Nathaniel Prime, acting in the capacity of underwriter or loan contractor, reselling bonds to investors seeking safe returns. A good deal of the capital was British.


A newer generation of Wall Street gambler rose up alongside Nathaniel Prime and the English banking house of Baring Brothers. Some were small-timers, their offices merely desk-rooms in upper lofts or murky basements. More generally, the flooring of their office is the sidewalk and its ceiling the firmament. Others moved into the brokerage business from careers as ticket brokers and contractors for the numerous public lotteries that since colonial days had functioned as a principal way of raising capital for community projects. And then there were high-flying financial adventurers, men like Jacob Little, Wall Streets original bear. Littles moniker originated in a familiar proverbto sell the bears skin before one has caught the bearand carried with it a reminder of Wall Streets intricate ties to the economics of rural America. Eager to participate in the new business of trading on margin, unafraid of the risks associated with the glamour stocks of the day, especially railroads, Little, the Great Bear of Wall Street, was a full-time speculator, a man of legendary coolness under fire, shunned by the financial gentry who disapproved of his manipulations of canal and railroad shares.19


Already by the mid-1830s, Wall Street was winning a reputation not only as a money center, but as a hotbed of speculation, with its own distinctive life cycle of booms and panics, its own distinctive dramaturgy of plots and counterplots, of military campaigns waged by warring financial chieftains, complete with sieges and assaults, defenses and redoubts, mere skirmishes and merciless wars to the death. Even those born and bred into the Streets old noiseless routine, its stately circumspection, found it hard to resist its accelerated tempo. Nathaniel Prime himself became an immensely wealthy speculator in stocks, bonds, and real estate, but the mental habits of a lifetime continued to haunt him. In 1832, obsessed with the idea that he was actually becoming poorer, that his recklessness would land him in the poorhouse, he slashed his throat with a razor, thus avoiding the social disgrace he most feared.


No cautionary lessons were drawn, however, from Primes fatal insanity. Instead, with the discovery of gold in California, twenty-seven new banks opened their doors in New York, doubling the number operating in 1849. Telegraph wires facilitated the first high-speed information economy in stocks and bonds, and more and more city papers began carrying daily price quotes from the Exchange. In addition to the railroads, horse-drawn street-car lines and other public works provided new vehicles of Stock Market speculation. A British businessman traveling in America hyperbolically described Wall Street as the most concentrated focus of commercial transactions in the world. The whole money-dealing of New-York is brought here into a narrow corpus of ground, and is consequently transacted with peculiar quickness and facility. Oliver Wendell Holmes Sr., betraying the undercurrent of disdain and envy Boston Brahmins often felt for their flashier urban rival, noted that with the advent of the Erie Canal the brokers waxed strong as New York became the tip of the tongue that laps up the cream of the commerce of a continent.20


The human as well as the inanimate face of Wall Street had begun that transfiguration which so troubled Abram Dayton. In staccato-like prose that mimicked the recently invented telegraph, Walt Whitman recorded the distinctive physiognomy and body language of the new breed of Wall Street broker: Dress strictly respectable; hat well down on forehead; face thin, dry, close-shaven; mouth with a grip like a vice; eye sharp and quick; brows bent; forehead scowling; step jerky and bustling. The more regal among them, merchants and money traders, had become a conspicuous part of the Broadway pageant and a grim and griping generation are they; some fat and sturdy; most lean and dried uptheir brains full and throbbing with greedy hopes or bare fears about the almighty dollar, the only real god of their i-dollar-try. They gathered to eat, gossip and do deals in the areas flourishing upscale restaurants, Delmonicos, most famously. Downings Oyster House catered to the citys fresh oyster craze. Below ground, it boasted plush appointments, including damask curtains and crystal chandeliers, and was owned by a free black, born to manumitted slaves from Virginia. Through his daily intercourse with the high and mighty, Mr. Downing managed to make a small fortune for himself speculating in railroad shares.21


In December 1835, a fire, ignited by a gas pipe explosion and driven by frigid, seventeen-degree-below-zero winds, ravaged the whole Wall Street area. Little of Abram Daytons Knickerbocker neighborhood survived. Looters briefly filled the streets and were reported to rejoice that this will make the aristocracy haul in their horns. Even as the fire burned, a cholera epidemic terrorized the city. Popular expectations that the Street would be forced to lower its public profile seemed entirely plausible. But those who thought so were wrong.


Within a year of these multiple disasters, the financial district was restored, its lightning-like reconstruction driven by an appetite for commercial speculation that nothing seemed able to dampen. Philip Hone, the citys ex-mayor, social lion, and a man of diverse business interests boasted after the fire that In no city of the globe does the recuperative principle exist in so great a degree as in our good city of Gotham. Wall Street presented a strikingly new physical face. Architectural facsimiles of the Greek or Roman temple had once determined the shape of the Streets banks and insurance companies. The temple invoked a sacred trust to guard the public welfare and in ancient times had actually served as the repository of communal wealth. The Greek temple facade in particular became ubiquitous at the turn of the nineteenth century, an appropriate architectural gesture of appreciation from a nation in love with the notion of democracy and its Athenian beginnings. Greek forms simultaneously venerated tradition and authority, while allowing for the expression of more plebeian aspirations. But then seven hundred buildings were destroyed in the fire. When they were replaced, Wall Street gave up forever its residential face and began to assume the look of the great financial district we are familiar with today. Its monumental splendor evoked real civic pride: Mammon here holds his court. Old Plutus never settled one of his sons in a better stand for business.  There is probably no business street in the worldcertainly not in the United Statesthat can exhibit so much architectural elegance. Wealth in Wall Street does not choose to dwell in humble mansions. Soon enough, an aristocratic architectural style, modeled on the Renaissance palazzo of the Italian merchant prince, supplanted the democratic symbolism embodied in the Greek temple. Wood and brick gave way to costly brown sandstone and marble. Dense and stony, Wall Street was becoming a physical metaphor of power. By the mid-1850s, the Street could lay legitimate claim to status as a world money center, attracting both domestic and foreign capital.


Yet this muscle flexing induced a certain moral queasiness. Alexander McCay, the eras architect to the rich and powerful, noted the incongruity of Trinity Church, standing at the axial head of the Street, as if perpetually to remind the busy throngs that they cannot serve two masters. Fire and plague had failed to halt its momentum, but the political and economic upheavals of the mid-1830s were more shaking. President Andrew Jacksons war on the Bank of the United States, which began almost as soon as he assumed office in 1828, lobbed some heavy artillery in Wall Streets direction. And the panic of 1837 and the long depression that followed undermined not so much the confidence of the Street as it did the confidence of others in what the Street was doing.22





THE SECOND BANK of the United States, created due to the exigencies of the War of 1812, was heir to all the fermenting suspicions and animosities of the Jeffersonian persuasion; that same postrevolutionary agrarian hostility to a moneyed aristocracy and its alleged monarchist sympathies that had so enflamed the 1790s. A quasi-private institution, the Bank was endowed with enormous power over public finance. That was a deadly combination. Its capital resources dwarfed every other bank in the country, especially since it served as the depository of federal revenues. By exercising its authority it could license an uninhibited expansion of currency and credit by local and regional banks, or do the opposite, sopping up the liquidity sustaining the speculative mania.


The Bank itself was not located on Wall Street, but on Chestnut Street in Philadelphia, and it was run by an unapologetic patrician, Nicholas Biddle. Biddle was politically tactless enough to advertise his disdain for the popular will. He and the Bank were perfect foils for President Jacksons aristocrat bashing: a money monopoly run by a bewigged blue blood in defiance of the peoples elected representative. Jacksons successful crusade to terminate the Bank was the defining political issue of his era. All the anxieties about the new market economyits unpredictability, its increasing reliance on paper transactions of uncertain value, the way it seemed to encourage nonproductive, even parasitic forms of economic behavior and conspiracies to monopolize and manipulate the currency, its seductive appeal to luxury and excessfound expression in the white-hot Jacksonian rhetoric directed at the Monster Bank. That in fact the Bank under Biddle was actually acting to restrain unbridled speculation and improvident, wildcat state banks, made no impression on a movement in search of a scapegoat for its fears.


Some of the tidal wave of presidential invective washed over Wall Street. Over and over again, the presidents denunciations of the Bank embraced stockjobbers, brokers, and gamblers and would to God they were all swept from the land! When a delegation of New Yorkers approached the president pleading for credit relief, his enraged response captured perfectly the stigmata that attached to the whole financial apparatus, without distinction, and inflamed the war against the Bank: I tell you I am opposed to all banks and banking operations from the South Sea bubble to the present time. He had no sympathy for brokers and stock speculators and told a Philadelphia group that all such people ought to break. Thundering on, the president warned that the people of this country shall yet be punished for their idolatry. Jacksons Farewell Address cautioned against the spirit of speculation, which drained effort away from the sober pursuits of honest industry, and urged vigilance against the usurping designs of the organized money power.


In his Inaugural Address, Jacksons successor, Martin Van Buren, condemned the rapid growth among all classes, and especially in our great commercial towns, of luxurious habits founded too often on merely fancied wealth. He cautioned that the vast overextension of bank credit would seduce industry from its regular and salutary occupations by the hope of abundance without labor, that it would tempt all trades and professions into the vortex of speculation on remote contingencies. Nor were the Jacksonians about to be intimidated by the nations financial panic. Their Whig opponents tried counterattacking by appealing to the universal thirst for property. The Democratic assault on monopoly, they cried, was really the crazed voice of the mob threatening all property not just that tainted portion they denounced as fictitious. But according to one presidential adviser, these circles of Whig businessmen had miscalculated: They forgot that [while] Wall Street may be converted into a Bedlam nations seldom run mad except in war or revolution.23


One hardly has to read between the lines here to recognize that the ogre frightening these two presidents and so many others, was as much the unnatural instincts stirring among the people as it was the Monster Bank itself or the suspect intrigues of Wall Street operators. The material grievances of ordinary working people, farmers, and small businessmen were real enough; the Bank could if it wished and did when pressed exercise a lockdown on the available sources of credit with all the ramifications on prices and wages and work that could entail. Still, drawn by a desire to seek out the main chance, sorely tempted by the new world of economic risk and speculation, yet full of fear and guilt about abandoning the world of their fathers, people found in the Bank a psychologically consoling repository for all those illicit passions, long decried by their ancestors, that they now felt alive within themselves. At least that is the compelling argument of one historian: If the Bank was guilty, then the rest of society could maintain its innocence, remain chastely loyal to the old republican faith, gamely resisting the snares of speculation, self-promotion, and greed.24


All these emotions became only more intense when the panic of 1837 leveled the economy. The downward spiral began with the failure of the Ohio Life Insurance and Trust Company. In a pattern so often repeated as to suggest some underlying pathology inherent to the Street, the company had actually been founded by conservative New York financiers to redirect capital away from the wildest speculations and into productive agricultural pursuits. But by 1836, no one could resist playing the game. When the Ohio Company suspended specie payments to its depositors, the orgy of land speculation and overextended bank credits was over. Wall Streets collapse was the least of it. By September 1837, nine-tenths of the nations factories had closed up. New York City witnessed 250 bankruptcies in two months. Real instances of starvation and death by exposure marked the winter of 1838. The poorhouses were full; there were riots in city streets, food stores raided, and angry demonstrations for relief. Emerson noted the Cold April; hard times; men breaking who ought not to break; banks bullied into the bolstering of desperate speculations. And the misery went on and on for five long years. What more convincing evidence that speculation was lethal?25





IT WOULD BE virtually impossible to exaggerate the level of vitriol directed at the Bank. And so it died an ignoble death. For the remainder of the nineteenth century, federal government regulation of the currency and credit would lead a sub-rosa existence, treated as an almost subversive notion. Yet even the Banks harshest critics had carnal knowledge of the spirit of enterprise abroad in the land; after all, the Jacksonian credo of equal opportunity for all was a vital part of the bill of particulars used to indict the Bank. People might league together to level the ground, but only in order to set off on their own in pursuit of the main chance. Thinkers like Emerson could lament the hard times, yet remain romantically infatuated with the countrys unparalleled prospects for self-discovery. Indeed, American writers and intellectuals struggled to come to grips with this baffling new society while the one theyd grown up in melted before their eyes. As a community, they were divided down the middle. It was a divide that over the next several generations would grow wider and wider until Wall Street itself became the main battlefield in a nationwide culture war.


Some distinguished antebellum intellectuals became articulate defenders of the new speculative order; sometimes they hailed from surprising places. Rip Van Winkles stunned awakening to a world he no longer recognized might be treated as a parable of Washington Irvings own experience. Identified with the Knickerbocker ascendancy, Irving had long deplored the new spirit of avaricious self-seeking. Nonetheless, by the late 1830s, hed discovered its rationale: There are moral as well as physical phenomena incident to every state of things, which may at first appear evils but which are devised by an all-seeing Providence for some beneficial purpose. Such is the spirit of speculative enterprise which now and then rises to an extravagant height and sweeps throughout the land. Mere trade might be grubby and pedestrian, but speculation was its romance. It renders the stock-jobber a magician and the [stock] exchange a region of enchantment. Irving himself became a propagandist for the western imperial schemes of John Jacob Astor and a speculator in railroads and land where he lost heavily. Despite his personal losses, and while acknowledging land speculation had ruined many, he argued that it helped force agriculture and civilization into the wilderness, establishing future towns and cities amid savage solitudes; that it strengthened the nation by building up its ports and commerce. All this has in great measure been affected by the extravagant schemes of land speculators. And so, unlike Rip, Irving managed to reconnect himself to the new force lines radiating across the Jacksonian landscape.26


The great lexicographer Noah Webster struck a note that would echo down the generations, lending an air of inevitability as well as economic consolation to the growing powers of concentrated wealth. How could the poor get by without the rich, Webster asked. Who would employ them? Who can furnish the capital for canals, and railroads, and all other public improvements? Michael Chevalier, the Frenchman whose Letters on North America was written during the height of the speculative mania of the mid-1830s, sprang to the defense of Wall Street in particular. The exclusion of the brokers, merchants, and capitalists of Wall and Pearl Streets from the body of the people, which was becoming a favorite refrain of Jacksonian critics, was, in Chevaliers view, grossly unfair. After all, consider what New York would be without them. Numerically an insignificant minority, these denizens of the Street contributed mightily to the astounding growth of New York State.27


In his own way, Ralph Waldo Emerson agreed. He owned some stock himself, about $22,000 worth, a safe, nonspeculative investment returning a 6 percent dividend. But he was ambivalent. He resented the rising new order of things that deferred to wealth and nothing else. Yet he admired the new railroad promoters of New England, men like John Murray Forbes, and approved what he judged to be the legitimate activities of the regions financial barons. While holding no brief for a small coterie of rich men, he shrewdly recognized that the passion for quick gain was hardly confined to those circles. It embraced the commons and might be interpreted as part of the American speculative genius for enterprise, innovation, and great projects. In the end, Emerson felt a revulsion for the unprincipled striving that seemed to inspire so many. Still, this kind of metaphysical speculation about speculation could, if carried far enough, turn Wall Street into an odd sort of breeding ground of democratic self-reliance.


Minus the transcendent rhetoric, Alexis de Tocqueville, that astute analyst of Democracy in America, also identified the acquisitive instinct as a dominating motive of the American character, and singled out rootlessness as the uniquely American rule of life, a rootlessness that was, after all, the existential complement of an economy of speculative uncertainty. For Tocqueville, this constituted the tragic heroism of the American experiment. Even someone like Horace Greeley, who could turn apoplectic about the depravity of gambling, nonetheless found it in him to offer up an apologia for speculation as inherent in the national character and expressive of a democratic social order, a form of equal opportunity open to the bold. Richard Hildreth, one of the eras most prescient economists, attempted to naturalize and defuse the phenomenon. He noted, with ironic detachment, that when it succeeded, speculation was called enterprise; only when it failed was it described pejoratively as a bubble. Hildreth considered the behavior a natural part of the human repertoire, best left alone. Puritan intellectuals and Jacksonian publicists like Theodore Sedgwick and William Cullen Bryant shared the ambivalence: both welcomed the spirit of enterprise; both worried about the acquisitive excesses and speculative habits that seemed to follow in its wake.28





MANY OBSERVERS, however, felt no ambivalence. What went on in Wall Street was gambling, and gambling was sin. All the great Western religions had condemned gambling as a form of pagan divination. In militantly Protestant America, gambling was treated as a kind of moral and psychological scourge, encouraging delusions of effortless gain, undermining the fragile armature of rational, deliberate, disciplined behavior upon which a virtuous soul and a virtuous society depended. Gamblers were dissolute, frivolous, addicted to extravagance and aristocratic pretense. This penumbra of gambling would hover over Wall Street all through the nineteenth century, marking its doings morally suspect to the pious. Young clerks on Wall Street were often identified as likely gamblers, and it was no surprise to the reform community that real gambling operations flourished on the fringes of the Street, frequented after hours by brokers grown accustomed to betting with other peoples money during the daytime. John Pintard, one of the Streets Knickerbocker grandees, cautioned his daughter about bon vivant bank clerks and bookkeepers too easily lured by gamblers and who would end in ruin, defalcations, or even suicide. Profits made on the exchange and winnings in the casinos seemed to the righteous indistinguishable and equally ill gotten.29


Wall Street came to occupy a moral borderland, a twilight zone full of mutant passions. It was a frontier where a healthful acquisitiveness dissolved back into its covetous precursor. Fearing this, even people like Henry Ward Beecher, the eras most celebrated minister, whose theology was otherwise as sunny as the nations bumptious economic optimism, nevertheless worried about the darker origins of speculative earnings among merchants and brokers, likening them to gambling wagers: Indeed, a Speculator on the exchange, and a Gambler at his table, follow one vocation, only with different instruments. William Ellery Channing, a New England minister of great influence, damned the spirit of feverish, insatiable cupidity aroused by speculations in railroad stock.


Measuring the new world of Wall Street speculations against the older, better known moral universe of gambling was hardly confined to religious circles. Philip Hone noted during the panic of 1837 that the Wall Street houses first to fall were run by gambling types, not investors, a distinction he felt comfortable with but one that might have been tough to nail down on the Street. Wall Street insider William Fowler, who published his Revelations of Inside Life and Experience on Change, raised the red flag for men and women of America who making haste to be rich, and taking evil counsel would enter Wall Street and put your money on the hazard of a die. The objection to speculation was often articulated not as an objection to the market economy itself, but to turning the marketplace into one vast casino where no lawnatural, godly, or man-madeprevailed.30


Gamblers on the exchange, like gamblers everywhere, were supposed to be inherently dissolute. But the conventional gambler was not necessarily a man without a sense of honor, even though the exigencies of his gambling life might lead him to commit dishonorable acts outside that arena. In the eyes of many critics, however, the same could not be said about those who plied their trade on Wall Street. Voices ranging up and down the social hierarchy, from the free North to the slave South, from polarized points on the ideological compass, found something profoundly dishonoring and dissembling about the Street and the speculative behavior it nurtured.


Dickens was generally appalled by what he witnessed in America. But above all, he viewed New York as the countrys Gomorrah, compared to which, The golden calf they worship at Boston is a pigmy. Boston Brahmins at least had the good sense to make their sons beware Gothams extravagance which borders on insanity. It was a city pregnant with mighty frauds, peculations, forgeries. New Englands patrician old guard, an amalgam of bankers, merchants, jurists, and literary intellectuals, translated Dickenss faint flattery into a regional conceit. For people like Charles Eliot Norton, the great classical scholar and educator, theologian Theodore Parker, and Oliver Wendell Holmes Sr., Wall Street was as much the contemptible site of arriviste social climbing, as it was a hotbed of vulgarly democratic ambition run riot.31


Without the same elitist disdain, some of the countrys most distinguished writers shared this deep estrangement from a society given over to moneymaking. The Pyncheon patriarchs, whose satanic mammon-worship leaves an indelible curse on Nathaniel Hawthornes The House of Seven Gables, are consumed by greed. While the original Colonel Pyncheon concealed a decadent heart beneath an angular puritanical grimness, his descendant, the Judge, who is diversely invested in land and various securities, displays a smoother exterior more suited to an economic order that rested increasingly on appearances, self-promotion, and the facsimile of trust.32


James Fenimore Cooper championed the Republics Doric age. Despite his upbringing as the son of a wealthy Federalist squire, friend of the Knickerbocker Jays and Rensalears, and despite his reservations about rule by the unruly, he became a committed Jacksonian Democrat. It was his way of combating the commercial nouveau riche, the cunning speculators and servile promoters who made up a despised Wall Street Whiggery. In the 1820s, Cooper, an agrarian romantic, still believed America a place of decorous good order, of steady progress, lacking perhaps in education and taste, too susceptible to the demagogue, but holding fast to its simple, industrious virtues. For him the whole delicate balance blew apart in the uproarious 1830s with its air of frenzied speculation, centered especially in the business district of New York populated by a race of cheating, lying, money-getting blockheads. In Homeward Bound and Home as Found, novels of that period, Wall Street is offered as a kind of forensic exhibit of social suicide. Its an auctioneers paradise, a place where virtually everythingfarms, villas, estates, whole towns, ancestral homesteadsare up for grabs, turning over at ever escalating prices. This is true even of the most useless things that become the object of the new art of hype. Crowds bid for rocks and worthless bags all in the fearful delusion of growing rich by pushing a fancied value to a point still higher.33


Southerners echoed, but in their own peculiar accent, some of the same sentiments voiced by Cooper and the disaffected cultural elite of New England. Decrying speculation became a way of defending the mythos of the South. However commercially active they were in real life, Southern planters and their ideological defenders found in Wall Street a perfect foil for their denunciations of the mercenary mean-spiritedness of Northern capitalism. Their paternalism, their chivalry, their love of the landthe whole self-deluded romance that allowed the slavocracy to look down its noses at Northern self-seeking and moneygrubbingwould shield them against the commercial dark arts that lured people away from the wholesome labors of the field and the enjoyment of moderate independence. Brokers profits were based on the increased suffering of labourers and the hardworking mass, this last piety a common ploy to win sympathy for the South among the Northern working classes.


When the Stock Market collapsed again in the panic of 1857, the Louisville Courier editorialized about Babylon on the Hudson: Their houses are dens of iniquity. Their aim is financial ruin. Their code of laws is that of the gambler, the sharper, the imposter, the cheat, and the swindler. Senator John C. Calhoun of South Carolina, the Souths leading ideological defender, chastised the Whig Party for mortgaging the peoples inheritance to parasitic circles that look to debts, stocks, banks, distributions, and taxes as the choicest of blessings. The greater the debtthe more abundantly the Stock Market is supplied. For Southerners, it was naturally tempting to condemn the whole system outright. There was no escape from this charnel house of commerce and speculation; it bred demoralization, social insurrection, and was ultimately doomed. Not surprisingly, the only check on its diffusion is the existence of slavery; for this institution and the social system determined by it, have hitherto repelled its ravages, and even its extensive admission in the Southern States.34


Elements of xenophobia and anti-Semitism found their way into the Southern aversion to Wall Street, but were by no means confined to that region. The fact of the matter was that the country depended heavily on infusions of foreign, especially British capital for its development. That money made up a good part of the trafficking in stocks and bonds and even land and other items of speculation. Naturally enough this sort of financial subordination encouraged a certain amount of groveling and, alternatively, resentment, particularly when the Market went bust and foreign funds fled the country. George Peabody, a Baltimore merchant-banker and a major broker of American securities in London, boasted that there was nothing as good on earth as these native stocks, and in the end his fellow citizens would pay for them, even if the rotten and tottering monarchies never will and never can. Foreign investment banking houses like Baring Brothers and the Rothschilds were frequently singled out as dragons of finance, the prosperity of the nation depending on their caprice. When wildcat banks went under and numerous states defaulted on their bonds in the late 1830s, British investors condemned the dishonesty and bad faith of the American people and called for a Parliamentary investigation. Predictably, this did not play well back home. James J. Hammond, senator from South Carolina and adamantine defender of slavery, bitterly complained of Southern vassalage not only to New York, but to London, the great world center of exchanges in our age35


Seeking a plausible scapegoat for the financial trauma of 1837, the governor of Mississippi, Alexander McNutt, lashed out at the Bank of the United States, which had, he claimed, hypothecated these bonds and borrowed money upon them of the Baron Rothschild. The blood of Judas and Shylock runs in his veins. Anti-Semitism had fixated on the figure of the moneylender since at least the Middle Ages. It was present at the creation of the first stock exchanges in the Netherlands. Part of the exoticism of Change Alley in London derived from its promiscuous consorting with Jews, even as their social mobility was strictly circumscribed outside the Alley. Jew baiting of financiers was exported to the New World along with the Puritans and was a casually assumed part of even the most refined upbringing. John Quincy Adams, while representing the United States in the Netherlands during the War of 1812, complained about stock-jobbing and Jew-brokering tricks which some dishonorable American speculators abroad had committed upon the Royal Exchange.


The Mississippi governors remarks were therefore neither unusual nor restricted to the South. The Jacksonian senator Silas Wright of New York was doleful about the panic but gleefully reported the failure of the Joseph brothers as the Jew brokers of New York. Even prior to the panic, a satirical memoir, subtitled A Taste of the Dangers of Wall Street by a Late Merchant, described the brokers on the Exchange as a guild of thieves where honor applied only to themselves, like dogs or Jews. A burlesque of life on the Street, published in 1841, fabricated an original joint stock company, the Wall Street Stock Company, designed to gull the inhabitants of New Amsterdam. Its two CEOs, so to speak, were Mr. Solomon Single-Eye and Mr. Jacob Broker, and every piece of chicanery that would later come to discolor the Street presumably originated in their perversely fertile, Semitic intelligence.


It was August Belmont, however, who served as the first prototype of the satanic Wall Street Jew. He was the perfect amalgam of metaphorical hatreds. He was a major financier; he represented the Parisian Rothschilds, a foreign and Semitic financial dynasty, and was even rumored to be their illegal offspring; he was himself a foreigner, falsely alleged to have de-Judaized the family name from its original Schoenberg. Uncannily he arrived in New York, like some predatory bird, just as the 1837 panic took hold; he was fast becoming a figure of considerable political influence in the Democratic Party; and as if that were not enough, he was darkly suave and allegedly seductive to women. Belmont was not only an ideal foil for people like McNutt, but for all the McNutts that would follow, on through Belmonts long life and beyond.36





WILLIAM GOUGE was not a Southern planter or a university-educated, Back Bay intellectual, nor was he a powerful senator or a celebrated minister to the urban bourgeoisie, nor a benighted anti-Semite. He was, on the contrary, a self-taught mechanic and Philadelphia printer blessed with a remarkable technical grasp of the new paper economy and the power of the vernacular to expose that system to his fellows as the principal cause of social evil. Gouge, who at the height of the Bank war went to work for the Treasury Department, authored a celebrated treatise, A Short History of Paper Money and Banking in the U.S. It served as the bible for circles of plebeian agitators who also disliked Wall Street, but not so much because it seemed a haven for gamblers, foreigners, and Jews. They were more worried about aristocrats.


Jacksonian America was alive with protest by the urban lower ordersapprentices, day laborers, journeymen, skilled artisans, and small entrepreneurs from a vast range of occupations. They directed their ire at the Bank of the United States as well as those putative aristocrats and monopolists who might sometimes include their own employers. Most often, however, they tarred the distinct world of paper money parasites: bankers, moneylenders, and middlemen of all sorts. Wall Street brokers and speculators fell comfortably within this enclosure. Gentrified planters and Brahmin intellectuals despised the whole commercial order and subsumed Wall Street within that generous hatred. Working-class publicists like Gouge or William Leggett, on the other hand, warmly embraced free enterprise as liberating. They condemned Wall Street and a host of financial institutions because they threatened to derail the system, hoarding its advantages while fleecing everyone else. For Leggett, whose writings in the New York Evening Post fiercely defended Jacksons war on the Bank, Wall Street was becoming Americas Street of Palaces, home to a script nobility, living off a corrupt government, intent on enserfing the rest of America. Like so many advocates of the free market who drew back from its more unsettling consequences, Leggett actually declared stock exchange transactions perfectly legitimate, at least in theory, as a useful way of lubricating the wheels of trade and production. But in the same breath he decried the inequities that seemed always to accompany those transactions.


Could they be separated? No one really knew. Categories useful enough in understanding how the old order operated were superimposed on the new world of the free market in an attempt to capture its strangeness. Populist critics objected to the artificial inequality of wealth, pointing to banks and other corporations that amassed their riches thanks to government charters and other favors often paid for in hard cash. But since they championed the competitive marketplace, it was really the political artificiality, not the inequality they sought to remedy.


So too for many the notion of the capitalist signified not, as we might assume, the employer of wage labor, but rather Wall Street and the wider world of finance that seemed to live, like a predatory aristocracy, off the enterprise of others. Gouge pointed his finger at the accumulators (a class distinct from the producers) who piled up great fortunes in stock and bonds and notes and mortgagesin claims upon the future products of the land and upon the future earnings of the industrious. These were the folk responsible for fomenting a spirit of wild and daring speculation, or its opposite, a prostration of confidence, and a stagnation of business. Far worse than a lottery where at least all had a fair chance of winning or losing, this financial gambling operated according to secret rules, rigged prices, fake sales and purchases among brokers: a circus of commercial trickery.


Gouge was far more than an agitator engaged in rhetorical overkill. He knew what he was talking about and described with astonishing prescience a mechanics of the Street that sounds familiar even today. Speculators, seeking control of an insurance company, he observed, borrowed from a variety of sources, using other peoples money to buy up the stock: The original advance of the combination is thus small, and they are thence enabled to be operating on the stock of many companies at once, till, having acquired a control in several concerns, they turn out all the old administrators, put in their own men, and then go to work again. By artful management, assiduous puffing, magnificent predictions, and supplies of stock skillfully curtailed as the demand increasesany one of the stocks thus owned, may be blown up to an absurd rateand spared as a favor to the public, until the Managers have sold all out, and realized their profits, leaving the new purchasers to come in and assist at the bursting of the bubble.


Gouge did more than pillory these moneyed aristocrats. As much a social psychologist as he was an economist, he touched another nerve, one closer to the conflicted heart of Jacksonian America and its ambivalent attitude toward Wall Street. Gouge observed that this paper economy spread its contagion far and wide so that the visionary profits of one day stimulate extravagance, and the positive losses of another engender spleen, irritation, restlessness, a spirit of gambling, and domestic inquietude. Paper currency, stocks, bonds, and other snares of the new order were Like the Syrens of the fable, they entice to destroy.37





THE SYRENS OF Wall Street could easily have been the name of a play, a musical revue, a short story, a cartoon, or some other form of popular entertainment in Jacksonian New York. It wasnt. But it suggests the vertiginous mixture of innocence and guilt, of self-seduction and the fear of seduction, of hope mingled with cupidity that lent to the Street the allure of the demimonde. For all of their daily round of spiritual fitness training in the Protestant work ethicindeed, perhaps in part thanks to that arduous regimenmany people were drawn to its opposite, to a life of sybaritic high living.


A whole popular literature appeared that embodied this moral approach and avoidance syndrome. Harry Franco, the hapless hero of The Adventures of Harry Franco: A Tale of the Great Panic, is a country boy who comes to New York to seek his fortune. Americas first depression novel, the book was a great success in part because no matter how many times Harry gets taken in by the citys confidence men, he comes back for more, irrepressibly confident, indefatigably innocent. Above all, he cant resist the atmosphere of delirious speculation that follows the panic of 1837. Wall Street is alive with posters advertising every conceivable promotional scheme, buzzing with talk of rising stocks, lots, gossamer towns, and paper cities. It creates in Harry a voracious appetite to join in; yet through it all, he remains utterly credulous, a true believer in honesty, thrift, hard work, and democracy, which in the mouths of his shadier business associates have become the sheerest cant, useful now and then for making a buck and for nothing else.38


Harry experienced adventures. Protagonists of other fictions, often masquerading as memoirs, confronted dangers or were swept away by the undercurrents of Wall Street. In the Perils of Pearl Street, Peter Funk, the storys antihero, is an imp of deception who hails from nowhere, a pandering phantasm. The authors of these potboilers, like Harrys creator, Charles Frederick Briggs, who was a well-known satirist and associate of Edgar Allan Poes, intended their stories as cautionary tales, warnings against the folly of an all-consuming desire to rise rapidly and without effort through the magic of speculation. Briggs himself had been forced to go to sea as a common sailor when his familys fortune was lost in the China trade. He and tale-tellers like him cultivated a simmering anger about the economic injustice and poverty urban commercial life fostered.39


But they knew their readers well. To raise a wind and hope it blew favorably lured those who chafed at the social limitations of small-town America. They might run up against Wall Street operators who shaved their overextended clients till the blood followed the razor; they would soon enough learn that the more a man engages in speculationthe less tender his conscience grows on the subject of doing to others as he would have them do to him; they could conceivably end up in jail or as suicides. Nonetheless, the sense of adventure, of danger, of mysterious undercurrents drew them on. This underground Wall Street lived precariously, a breed apart from those Wall Street grandees who drove to work in fancy carriages, spent a few hours signing a few papers, went home to dine sumptuously and finished their day displaying their finery at the opera house. Harried, under constant stress, one day sleeping in first-class hotels, the next their backs pressed to the wall, they lived transient lives. Disreputable as they might seem, however, these heroes radiated their own appeal. Measured against the ascetic, impassive model businessman or banker, a man of impeccable honesty but also rigid and unfeelingall justice, no mercythese Wall Street adventurers seemed like boon companions, generous and full of fun while the money lasted, charming and gay, psychic prisoners of the speculative mania perhaps, but also liberated from the treadmill of business. Some of them, at least, qualified as picturesque rascals. Others, less savory and scrupulous, were depicted as adroit knaves. It was a shadowy realm indeed.


The urban underworld exercised a compelling fascination for a people newly acquainted with its exoticism. Journalists, probing its interior, included Wall Street in their perambulations. It might be the purse-string of Americathe key of the Union, but it was also the site of a million deceits and degradations and hypocrisies and miseries played off there as if in some ghastly farce. It was likened to the valley of riches described in Sinbad the Sailor, where millions of diamonds lay glistening like fiery snow, but which was guarded on all sides by poisonous serpents, whose bite was death and whose contact was pollution. For the outsider, Wall Street appeared a place of deep and dangerous mystery; a region of dens and caves and labyrinths full of perils. Here was a world not only of duplicity, but of conspicuous frivolity and dissipation, which seemed to mock the abstemious axioms of commercial virtue. Here, too, right where New Yorks faux aristocracy dressed in purple and fine linen, imbibed vintage wines out of Bohemian glass, and laid claim to its social preeminence, the social order seemed in a perpetual state of topsy-turvy, carnival-like upheaval: All classes and grades are represented hererich and poor, gentle and simple, learned and illiterate.40


Darker visions than this inspired George Foster, perhaps the most popular anatomist of New Yorks demimonde. In his New York by Gaslight, a series of newspaper sketches of his wanderings, he depicted Wall Street as a dehumanizing place where puppetlike people cloaked their misery in deceptive gentility: Wall Street! Who shall fathom the depth and rottenness of thy mysteries? Has Gorgon passed through thy winding labyrinths, turning with his smile everything to stonehearts as well as houses? Fosters portrait was unforgiving. The Street was a crimson-canopied altar of Mammon shrouded in secrecy where a small coterie of men, treated like Delphic oracles by the press, settle the question of whether the country is to be prosperous or unfortunate. Neither wise nor brilliant nor good, the secret of their power lay in the overreaching of littler men; so that no matter how savagely they oppressed the poor, no matter how many lips may turn white with hunger, no matter how many milk-white virgin bosoms be given to the polluting touch of lust, they somehow retained their public eminence. This reputation for secrecy and hazy legality was made worse by the fact that the New York Stock Exchange conducted its proceedings in encoded confidence, and cultivated an air of exclusivity as if it were some secret brotherhood. For Foster and for a host of other writers appalled and intrigued by this urban inferno, Wall Street was, above all, a boulevard of deceitful appearances and hidden realities.41


Jacksonian America, even in the midst of its buoyant optimism, was thus gripped by a crisis of confidence. Awash in unheard-of commercial opportunities, it was at the same time haunted by the figure of the Confidence Man, men like the notorious William Thompson, who cynically exploited that credulous optimism. Wall Street was his natural, if not his only habitat.


There was certainly a more benign version of the confidence man. Yankee Jonathan was a ubiquitous figure in antebellum popular culture. A roving peddler, moving from village to village, he might seem a comic country bumpkin. But he turns out to be shrewder than that image suggested, a clever, versatile bargainer adept at getting people to buy a pig in a poke. He was a fast talker, inventive and seductive, never totally honest, and always sexually notorious; all in all, someone it was dangerous to be near but hard to stay away from. Uncle Sam himself, with his lean, angular body, resembled this folkloric figure and in some incarnations celebrated this Yankee genius for heady optimism and sharp bargaining.


The confidence man, originally an English import, was a much more malevolent type. In America, the confidence man was a version of the picaro, relying not on his charm but on the countrys social fluidity to ply his trade; he was a deeply ambiguous figure. He preyed upon the poor and vulnerable; he was a criminal and lived among criminals; he was a trickster, a man of masks, a character without character who undermined that elementary sense of trust and mutual confidence without which a commercial society was virtually inconceivable. Popular perceptions of Wall Street oscillated between these two images. But as the country went through its baptisms of fire in the panics of 1819 and especially 1837, the frightening visage of the confidence man supplanted the happier one of Yankee Jonathan.42


James Gordon Bennetts acid excoriation of the Wall Street confidence man occasioned by the William Thompson case caught the pungent flavor of populist antipathy to this darker figure. Bennett knew his audience. He was the William Randolph Hearst of antebellum America, an inventor of the penny press crafted to appeal to the sensationalist appetites of the citys nongenteel. His paper carried ads from prostitutes and ran long columns of salacious gossip about the citys leading citizens. Like Hearst, he was deliberately provocative. And like Hearst, he hated Wall Street. Nothing if not shrewd, Bennett also pioneered financial reportage, including a daily Wall Street column and listings of canal, railroad, and bank stock prices. At the same time, he lofted verbal artillery at the princes of change, as the Exchange was then known. His whole editorial and marketing strategy was predicated on tending to the populist sensibilities of his readers. Labeling his upmarket, six penny competitors the vehicles of mere stock-jobbers and speculators, Bennett pledged, We shalldeal justly, honestly, and fearlessly with every institution in Wall Streetevery brokerevery bankevery capitalist.


A year after he opened the paper in 1835, he turned this antipathy into a notorious scandal. Bennett accused a rival publisher, Colonel James Watson Webb, of stock market defalcations and of serving as a creature of Nicholas Biddles Bank of the United States. Webb was editor of the Courier and Enquirer, a paper read by Society. He was also a Wall Street bear, at the time betting against the fortunes of the Morris Canal, a favorite object of speculation in the early days of the Exchange. Bennetts accusations were bad enough, but they came laced with contempt and free advice that Webb ought to be locked up or put away in an asylum. Webb exploded. He attacked Bennett in broad daylight on the street with a club, cutting his head. Nursing his wounds, Bennett defiantly retorted that neither the assassin Webb, nor, for that matter, Wall Street would succeed in silencing the Herald.43


James Gordon Bennett traded in demagoguery. Herman Melville did not. But they shared a mordant fascination with a modern, commercial civilization that seemed fraudulent at its core. Melvilles probes into the psychological, social, and even sexual interiors of that civilization run through many of his major novels and short stories. He was arguably the nineteenth centurys profoundest seer into the spiritual malignancy metastasizing inside the young countrys infatuation with the marketplace. Starbucks terrifying confrontation with Ahab in the captains cabin is an echoing disillusionment even today for all those who, like the Pequods first mate, trust the inherent rationality, equality, and peaceableness of the capitalist order of things. Ahab answers Starbucks plea on behalf of the ships owners (in effect its shareholders) with implacable, minatory indifference: Let the owners stand on Nantucket beach and outyell the Typhoons. What cares Ahab? Owners, owners? Thou art always prating to me, Starbuck, about those miserly owners, as if owners were my conscience. But look ye, the only real owner of anything is its commander.44


Again and again, Melville drives relentlessly toward the heart of a darkness his countrymen are too sun-blinded to see. Bartleby the Scrivener, perhaps the most famous of Melvilles stories, was subtitled A Story of Wall Street. Whatever else might be said about this enig-matic tale, it conveys an overpowering sense of the Street as the eerily dead center of a world lost in its own busyness. Bartlebys refusal unto death, his I prefer not to to all claims on his labor and ineffable self-respect, stands as a kind of mute and melancholy reproach to his employers snug business among rich mens bonds, and mortgages, and title-deeds. The confines of his Wall Street office are as airless and viewless as the Tombs, in which Bartleby ultimately expires. The Street, which by day teems with life, nonetheless exudes a kind of inhuman coldness and social estrangement. One hears echoes here of George Fosters Gorgon turning everything on Wall Street into stone, hearts as well as houses. Even Bartlebys intransigence is tellingly inert.45


Melvilles was a remorseless gaze. A society given over to the pursuit of money was full to overflowing with chicanery wherever one looked. That vision achieved a certain black density in what is certainly Melvilles most allusive and recondite of novels, The Confidence Man: His Masquerade. It has been alleged that the germ of the idea for the novel was inspired by William Thompsons notorious arrest. True or not, the book is a veritable black mass of confidence men: religious confidence men and philosophical confidence men, literary and political confidence men, crooked businessmen and crooked philanthropists, peddlers of nostrums and miracle cures for the ailments of body and soul, all masquerading together on the steamboat Fidele as it floats down the arterial heart of the country, the Mississippi River.


Predictably, among them is a speculator, experienced in the ways of the stock market. He encounters a younger man to whom he seeks to sell stock in the Black Rapids Coal Company. Negotiations proceed shrouded in mystery; tempting allusions are made to the stocks unavailability, suggesting its preciousness. The young man turns out to be less callow than he seemed and skeptically inquires about why the stocks price has of late been depressed. Our speculator/confidence man blames it on the growling, the hypocritical growling, of the bears. Why hypocritical? the young man asks. Now the modality of the negotiation shifts; it becomes a metaphysical jeremiad against speculation delivered in the interests of speculation. It is the send-up of Emersons optimism, of a pervasive cultural optimism: Why the most monstrous of all hypocrites are these bears: hypocrites by inversion; hypocrites in all the simulation of things dark instead of bright; souls that thrive, less upon depression, than the fiction of depression; professors of the wicked art of manufactured depressions; spurious Jeremiahswho, the lugubrious day done, return, like sham Lazaruses among the beggars, to make merry over the gains got by their pretended sore headsscoundrel bears! Bears, like gloomy philosophers, are destroyers of confidence, avers our speculator, Fellows who, whether in stocks, politics, bread-stuffs, morals, metaphysics, religionbe it what it maytrump up their black panics in the naturally quiet brightness solely with a view to some sort of covert advantage.


With this reasoning, our young man is in perfect emotional sympathy, as are, presumably, most of his countrymen in their quest, undertaken in guilty innocence, for the main chance. His confidence wonhe naturally gravitates to fellows that talk comfortably and prosperously, like youthe young man saunters off to conclude the transactionnot however, in the bright sunlight, but in a private little haven hidden from view. And there the game continues as the speculator/confidence man, his thirst for mercenary deceit unquenchable, entices his young convert with talk of stock in a New Jerusalem, a new and thriving city, so called, in northern Minnesota.46


The Confidence Man was published in the spring of 1857. It was like a premonition. Just months later, a frightening panic and depression swept Wall Street and the country. In its wake, an amalgam of Bennetts Confidence Man of the Palace Uptown and Melvilles steamboat hustler would open up a fresh chapter in the saga of the Street.
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