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Introduction

Goldman Sachs Group, Inc. stands as one of the most recognized names in global
finance—a firm often in the spotlight, whether for groundbreaking deals, innovation on
Wall Street, or controversies that have shaped its public reputation. Over more than a
century and a half, Goldman Sachs has evolved from a small, family-run operation in
downtown Manhattan to a financial powerhouse with a presence in over thirty
countries and a workforce of nearly fifty thousand. Its clients range from governments
and multinational corporations to wealthy individuals and entrepreneurs. Goldman
Sachs has left an indelible mark on the world of finance and, by extension, on the
global economy itself.

This book seeks to explore the remarkable story of Goldman Sachs from its founding in
1869 through its dramatic growth, landmark deals, and reinventions. We will chart not
only the company’s rise but also the pivotal moments that tested its resilience—the
Panic of 1929, the Great Depression, postwar expansion, and ultimately its transition
from private partnership to public company at the dawn of the 21st century. The
narrative also follows Goldman Sachs into the turbulent decade of the global financial
crisis, the increasing scrutiny of its practices and ethics, and its subsequent steps into
consumer banking and advanced technology.

Along the way, the firm has been both an innovator and a lightning rod for criticism.
Goldman Sachs pioneered many of the practices and products that now define modern
finance, from the price-to-earnings ratio to risk analytics and complex derivatives. Its
culture of ambition and excellence, fostered by legendary leaders like Sidney
Weinberg and John Whitehead, has produced alumni who populate the highest ranks
of business and government around the world. At the same time, the firm’s
influence—sometimes described as the “Goldman Sachs revolving door”—has fueled
debate about conflicts of interest and the nature of financial power in American
society.

Goldman Sachs’ journey has been punctuated by litigation, regulatory change,
accusations of misconduct, and record-setting settlements. The firm has had to
grapple with its role in events like the 2008 financial crisis and the 1MDB scandal,
committing repeatedly to cultural and regulatory reforms. These episodes have not
only affected the firm’s reputation but also influenced public discourse and regulatory
policy across the financial sector.

Today, Goldman Sachs is at a crossroads, navigating a swiftly changing landscape

marked by digital disruption, regulatory pressures, demands for social responsibility,
and increasing calls for diversity and transparency. Its financial performance remains
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robust, but questions persist about risk, culture, and long-term strategy. The
company’s embrace of consumer banking, sustainability initiatives, and financial
technology signal an ongoing evolution as Goldman Sachs positions itself for the
future.

In tracing the story of Goldman Sachs—from a one-room office to a global leader,
through triumphs and crises—this book offers both a historical account and an analysis
of the forces shaping one of America’s most influential companies. The story of
Goldman Sachs is, in many ways, a story about the rise, transformation, and future of
American finance itself.
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CHAPTER ONE: The Birth of Goldman Sachs:
1869-1885

In the bustling financial district of Lower Manhattan, a German immigrant named
Marcus Goldman, a man of modest means but keen entrepreneurial spirit, set up a
small, one-room office at 30 Pine Street in 1869. The sign outside simply read "Marcus
Goldman & Co.", announcing a humble beginning for what would become one of the
world's most formidable financial institutions. Goldman’s path to this point was not
one of inherited wealth or established connections within the elite banking circles of
New York. Instead, it was paved by grit, observation, and an astute understanding of a
burgeoning market need.

Marcus Goldman was born in Trappstadt, Bavaria, in 1821, to a Jewish family. Like
many European immigrants of his time, he arrived in the United States in 1848,
seeking new opportunities and escaping the political turmoil and antisemitism that
swept through Germany. He initially settled in Philadelphia, taking on various roles,
including that of an itinerant peddler with a horse-drawn cart and later a shopkeeper.
It was in Philadelphia that he met and married Bertha Goldman, also a German
immigrant, and together they started a family.

By 1869, with his wife and five children, Marcus Goldman relocated to New York City,
recognizing it as the undeniable financial heart of the nation. Despite having no formal
background in finance, his sharp mind for numbers and an innate talent for connecting
buyers and sellers would prove more valuable than any traditional pedigree. The
financial landscape of post-Civil War America was ripe with opportunity, as new
technologies like the telegraph and railroads began to connect states and foster
economic growth. This was the Gilded Age, a time of immense prosperity and
burgeoning industry, yet access to capital remained a significant hurdle for many.

Traditional bank credit was tight and often prohibitively expensive, leaving a gap in
the market for small businesses and merchants who needed quick access to cash
against their accounts receivable. This is where Marcus Goldman saw his opportunity.
He ventured into the commercial paper business, a relatively nascent field at the time.
His method was deceptively simple: he would purchase promissory notes—essentially
IOUs—from local merchants at a discount and then resell these notes to commercial
banks and other institutional investors at a higher price.

This practice, while seemingly straightforward, required a deep understanding of trust

and relationships. Goldman built his business on a reputation for diligence, accuracy,
and unwavering honesty. He fostered strong relationships with merchants, particularly
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wholesale jewelers on Maiden Lane and leather merchants and tanners on Beekman
Street in Lower Manhattan. His ability to accurately assess their creditworthiness
made him a reliable intermediary between these small borrowers and the larger
institutional lenders. In his very first year, Marcus Goldman single-handedly transacted
over $5 million worth of commercial paper, a testament to the immediate demand for
his service and his effectiveness in fulfilling it.

While his operation was small compared to the established German-Jewish banking
houses of the era, which already boasted millions in working capital and were deep
into underwriting railroad bonds, Goldman's specialization in commercial paper offered
a distinct and appealing service. He carved out a unique niche, providing a vital
liguidity solution that traditional banks were either unwilling or unable to provide to a
wide segment of the business community. This focus on "main street" businesses,
rather than the grander infrastructure projects, distinguished Marcus Goldman's early
venture.

For over a decade, Marcus Goldman operated his proprietorship alone, meticulously
building his network and solidifying his reputation. The business steadily grew, driven
by his meticulous approach and the increasing need for accessible short-term capital.
His integrity and the reliability of his dealings became the cornerstone of his
burgeoning firm. He was, in essence, a financial problem-solver for the everyday
entrepreneur, helping them bridge the gap between their sales and their need for
immediate cash flow.

The year 1882 marked a significant turning point in the firm's evolution. Recognizing
the expanding opportunities and the need for additional hands to manage the growing
volume of business, Marcus Goldman invited his son-in-law, Samuel Sachs, to join the
firm. Samuel Sachs, a capable and astute individual, brought a fresh perspective and
renewed energy to the enterprise. With his entry, the firm's name was officially
changed to M. Goldman and Sachs, signaling a new chapter of partnership and
expansion.

The partnership proved immediately fruitful. Business boomed, and the firm’s annual
turnover of commercial paper rapidly increased, reaching an impressive $30 million
per year. The firm's capital also saw a significant boost, reaching $100,000, all of
which remained the senior partner's. This period of growth was a testament to the
strong working relationship between Goldman and Sachs, and their shared vision for
the company's future. The inclusion of family members was a recurring theme in the
early history of Goldman Sachs, a characteristic that would persist for nearly fifty
years, as partners almost exclusively came from intermarried families.

Three years later, in 1885, the firm further solidified its family foundation. Marcus

Goldman brought his own son, Henry Goldman, and another son-in-law, Ludwig
Dreyfuss, into the business as junior partners. With these new additions, the firm once
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again adopted a new, and ultimately its enduring, name: Goldman Sachs & Co. This
renaming formalized the expanded partnership and laid the groundwork for the
institutional growth that would follow. It symbolized a transition from a sole
proprietorship to a more structured and diverse leadership, albeit one still rooted
firmly in familial ties.

The period between 1869 and 1885 was one of foundational development for Goldman
Sachs. It began with Marcus Goldman's singular vision and entrepreneurial drive,
establishing a crucial service in the burgeoning American economy. His pioneering
work in commercial paper not only filled a vital market need but also laid the
conceptual groundwork for future financial innovations. The subsequent inclusion of
Samuel Sachs, Henry Goldman, and Ludwig Dreyfuss transformed the enterprise from
a one-man show into a burgeoning family partnership, setting the stage for the firm's
remarkable journey from a modest office in Lower Manhattan to a global financial
titan. The principles of client service, diligence, and a keen eye for market
opportunities, established in these early years, would remain central to the firm’s
identity for generations to come.
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