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The Mid-1910s: Bankers Go to War

Both Federal Reserve and domestic antitrust issues were soon overshadowed by more 
ominous events occurring overseas. On June 28, 1914, a Slavic nationalist in Sarajevo 
murdered Archduke Franz Ferdinand, heir to the Austrian throne. The battle lines were 
drawn. Austria positioned itself against Serbia. Russia announced support of Serbia 
against Austria, Germany backed Austria, and France backed Russia. Military mobilization 
orders traversed Europe. The national and private finances that had helped build up 
shipping and weapons arsenals in the last years of the nineteenth century and the early 
years of the twentieth would spill into deadly battle. 

Wilson knew exactly whose help he needed. He invited Jack Morgan to a luncheon at the 
White House. The media erupted with rumors about the encounter. Was this a sign of 
tighter ties to the money trust titans? Was Wilson closer to the bankers than he had 
appeared? With whispers of such queries hanging in the hot summer air, at 12:30 in the 
afternoon of July 2, 1914, Morgan emerged from the meeting to face a flock of buzzing 
reporters. Genetically predisposed to shun attention, he merely explained that the 
meeting was “cordial” and suggested that further questions be directed to the president.

At the follow-up press conference, Wilson was equally coy. “I have known Mr. Morgan for 
a good many years; and his visit was lengthened out chiefly by my provocation, I imagine. 
Just a general talk about things that were transpiring.” Though Wilson explained this did 
not signify the start of a series of talks with “men high in the world of finance,” rumors of 
a closer alliance between the president and Wall Street financiers persisted.

Wilson’s needs and Morgan’s intentions would soon become clear. For on July 28, Austria 
formally declared war against Serbia. The Central Powers (Germany, the Austro-
Hungarian Empire, the Ottoman Empire, and Bulgaria) were at war with the Triple 
Entente (France, Britain, and Russia). While Wilson tried to juggle conveying America’s 
position of neutrality with the tragic death of his wife, domestic and foreign exchange 
markets were gripped by fear and paralysis. Another panic seemed a distinct possibility so 
soon after the Federal Reserve was established to prevent such outcomes in the midst of 
Wilson’s first term. The president had to assuage the markets and prepare the country’s 
finances for any outcome of the European battles.

Not wanting to leave war financing to chance, Wilson and Morgan kicked their power 
alliance into gear. At the request of high-ranking State Department officials, Morgan 
immediately immersed himself in war financing issues. On August 10, 1914, Secretary of 
State William Jennings Bryan wrote Wilson that Morgan had asked whether there would 
be any objection if his bank made loans to the French government and the Rothschilds’ 
Bank (also intended for the French government). Bryan was concerned that approving 
such an extension of capital might detract from the neutrality position that Wilson had 
adopted and, worse, invite other requests for loans from nations less allied with the 
United States than France, such as Germany or Austria. The Morgan Bank was only 
interested in assisting the Allies.
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Bryan was due to speak with Morgan senior partner Henry Davison later that day. Though 
Morgan had made it clear that any money his firm lent would be spent in the United States, 
Bryan worried that “if foreign loans absorb our loanable money it might affect our getting 
government loans if we need.” Thus, private banks’ lending decisions could affect not just 
the course of international governments’ participation in the war but also that of the US 
government’s financial health during the war. Not much had changed since the turn of the 
century, when government functions depended on the availability of private bank loans.

Wilson wasn’t going to deny Morgan’s request. He approved the $100 million loan to 
finance the French Republic’s war needs. The decision reflected the past, but it also had 
implications for the future of political-financial alliances and their applications to wars. 
During the Franco-German war of 1870, Jack’s grandfather, J. S. Morgan, had raised $50 
million of French bonds through his London office after the French government failed to 
sell its securities to London bankers to raise funds. Not only was the transaction 
profitable; it also endeared Morgan and his firm to the French government.

Private banking notwithstanding, on August 19, 1914, President Wilson urged Americans 
to remain neutral regarding the combat. But Morgan and his partners never embraced the 
policy of impartiality. As Morgan partner Thomas Lamont wrote later, “From the very 
start, we did everything we could to contribute to the cause of the Allies.”

Aside from Jack Morgan’s personal views against Germany and the legacy of his 
grandfather’s decisions, the Morgan Bank enjoyed close relations with the British and 
French governments by virtue of its sister firms – Morgan, Grenfell & Company, the 
prestigious merchant bank in London; and Morgan, Harjes & Company in Paris. The bank, 
like a country, followed the war along the lines of its past financial alliances, even to the 
point of antagonizing firms that desired to participate in French loans during periods of 
bitter fighting.

Two weeks after Wilson’s August 19 speech, armed with more leverage because of the war, 
Jack Morgan took it upon himself to approach Wilson about his domestic concerns. “This 
war… has thrown a tremendous and sudden strain on American money markets,” Morgan 
wrote. “It has increased the already pronounced tendency of European holders of 
American securities to sell them for whatever prices they could obtain for them, and the 
American investor has got to relieve the European investors of these securities by degrees 
and as he can.” Market tensions were exacerbated by the fact that European investors 
were selling securities to raise money. That was a problem whose only solution required 
the provision of more loans. But there was something else, with more lasting domestic 
repercussions echoing the trustbusting of the Morgan interest in US Steel.
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Morgan argued that rather than encouraging investors to feel safe, the government’s 
Interstate Commerce Commission, formed to regulate national industry in 1887, was 
doing the opposite by restricting eastern railroad freight rates and investigating railroad 
companies. In Morgan’s mind, war was definitely not a time for enhanced regulations 
against business. And if railroad securities fell in value relative to the loans secured by 
them, banks would not be able to lend enough to make up the difference. The whole credit 
system could freeze.

As Morgan further warned, “Great depreciation in the value of these securities” would 
“throw back to the bank loans secured by them” and lead to a “great tieing up of bank 
funds, which will interfere with the starting of the new Federal Reserve System, and 
produce panic conditions.” He concluded that the war “should be a tremendous 
opportunity for America,” but not “as long as the business of the country is under the 
impression of fear in which it now labors.” Levying such serious threats, Morgan became 
the first banker to reveal that credit, the Federal Reserve, the big banks, the US economy, 
and the war were inextricably linked. Wilson knew this too.

Morgan was especially concerned about the Clayton Antitrust Act, which Congress was 
considering to strengthen the restrictions against monopolies and anticompetitive 
practices laid out in the 1890 Sherman Antitrust Act. Having passed the Senate, the bill 
was headed to a conference committee. Should it pass in its current form, libertarian 
Morgan believed, it would demonstrate that “the United States Government does not 
propose to allow enterprises to conduct normal business without interference.”

Wilson took Morgan’s concerns seriously. He knew the last thing the United States needed 
was a credit meltdown. To avoid such a crisis and placate the bankers, he was already 
rewriting the Clayton Antitrust Act, but he didn’t admit it to Morgan. Wilson calculated 
that there had to remain some areas of negotiation to better one’s hand. Though the two 
argued over interpretation of the bill, a white flag flew between Wall Street and 
Washington for the time being. Such periods of strife called for allied, not adversarial, 
relationships between the president and the bankers, and friendly relations would also 
promote the global power positioning of both parties.

In general, the war meant that the goodwill extended to bankers and business from the 
president continued, lending protocols included. An October 15, 1914, news report 
proclaimed, “American Bankers May Make Loans to War Nations.” It was a government 
decision pushed by the banking contingent that would reverberate throughout the war 
and afterward, drawing clearer lines of competition among the various Wall Street 
powerhouses. Though the pro-Allies Morgan Bank sought cooperation with the British, 
for instance, National City Bank set up international branches around Europe and Russia 
to compete for future financial power, causing a rift between two of the three biggest New 
York banks that financed the war. Partly, that rift had to do with the change of leadership 
at these firms.
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Jack Morgan’s friend James Stillman, head of National City Bank, had ideas about the war 
that closely reflected Morgan’s own: though the war presented numerous expansion 
opportunities, old ties to the British and French banks had to be respected in the process, 
their countries supported unequivocally. Stillman’s number-two man – midwestern-born 
Frank Vanderlip, who harbored a grudge against the eastern banking establishment and 
Wilson for cold-shouldering him during his presidential campaign – didn’t share the same 
loyalties. He was less concerned than his upper-crust boss and the Morgan partners about 
the war’s outcome and openly opposed American intervention until 1916, by which point 
German-American relations were more obviously battered. Nor did he support British 
demands that National City Bank terminate dealings with German banks, to which Stillman 
had responded that in victory the British would remember the banks that helped them.

Thus, at the end of 1914, it was National City Bank that opened a $5 million credit line for 
Russia in return for the designation of Russian purchasing agent for war supplies in the 
United States. The Morgan Bank remained true to its pro-Allies position and chose not to 
be involved in such dealings, while Vanderlip was more detached and sought to 
strengthen National City’s position for whatever the postwar world would bring.

Stillman was less interested in war-related financing than Vanderlip, who believed it 
would augment the bank’s position as well as America’s global status. To him, it was 
important to forge ahead in Latin America and other underdeveloped countries while the 
European financial powers were busy with their war. That Stillman took some of this 
advice to heart enabled National City Bank to cover much ground postwar, not just 
relative to the European banks but also to the Morgan Bank. As Vanderlip wrote Stillman 
in December 1915, “We are really becoming a world bank in a very broad sense, and I am 
perfectly confident that the way is open to us to become the most powerful, the most far-
reaching world financial institution that there has ever been.” Vanderlip’s views ruffled 
Stillman’s feathers because of Stillman’s past collaboration agreements with the Morgan 
Bank. But they also ruffled the feathers of Morgan and Lamont in a way that would have 
huge repercussion for postwar peace.
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