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Introduction

Morgan Stanley is not merely a name in the world of finance; it is an enduring symbol
of American enterprise, resilience, and innovation. Founded in 1935 during a
transformative period for American banking, the firm has navigated nearly nine
decades of economic upheavals, regulatory changes, and global shifts. Today, its
unmistakable headquarters rises from the heart of Midtown Manhattan, signaling the
breadth and depth of a company that has expanded its influence to more than 40
countries across the globe.

This book tells the story of Morgan Stanley as both a chronicle and an analysis. It
traces the company’s journey from its earliest days, shaped by the advent of the Glass-
Steagall Act and the ambitions of its founding partners, to its present stature as a
global S&P 500 giant. We explore the defining moments, bold decisions, and historic
mergers that positioned Morgan Stanley as a pacesetter in investment banking and
beyond. The firm’s history is intertwined with the evolution of American capitalism
itself, reflecting the profound ways in which finance and society shape one another.

As Morgan Stanley grew, it became synonymous with financial innovation, pioneering
new products, services, and technologies that have changed the way markets operate.
The story of its remarkable rebound from crises—most notably, the 2008 global
financial meltdown—reveals a company capable of adaptability and renewal. These
chapters examine how Morgan Stanley continuously reinvented itself by embracing
new opportunities in asset management, wealth management, and technological
transformation.

Beyond its balance sheets and global offices, Morgan Stanley’s impact radiates
through its culture and community involvement. The firm’s leadership has consistently
articulated a vision rooted in ethical conduct, diversity and inclusion, and a
commitment to giving back. Its philanthropic initiatives, especially those targeting
child health and hunger, have made meaningful impacts in communities both within
the United States and abroad.

The following pages provide not just a history, but a current snapshot and future
outlook for Morgan Stanley. Using both archival records and contemporary analysis,
this book reviews the firm's financial performance, leadership philosophy, market
strategy, and its ongoing efforts to remain a responsible, forward-thinking corporate
citizen. Our aim is to offer a comprehensive portrait of a company that continues to
shape—and be shaped by—the economic, social, and technological tides of each era.

Whether you are a student of business, a financial professional, or simply someone
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interested in the story behind one of America’s most influential companies, this book
offers insight into how Morgan Stanley earned its place at the pinnacle of global
finance. It stands as a testament to endurance, reinvention, and the lasting
significance of smart leadership and purpose-driven strategy.
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CHAPTER ONE: The Origins of Morgan Stanley: The
Glass-Steagall Era

The year 1935 marked a pivotal moment in American finance, not just for the nascent
firm of Morgan Stanley, but for the very structure of the nation’s banking system. The
genesis of this formidable institution was a direct, almost unavoidable, consequence of
the Glass-Steagall Act of 1933. This landmark legislation, born from the ashes of the
1929 stock market crash and the ensuing Great Depression, aimed to reform the
banking industry and restore public trust. It did so by drawing a stark line in the sand,
mandating the separation of commercial banking from investment banking. Before
this act, institutions often blended these activities, leading to speculative risks that
were widely blamed for exacerbating the financial crisis.

The Glass-Steagall Act effectively forced banks to choose a path: either engage in
commercial banking, which involved taking deposits and making loans, or pursue
investment banking, which centered on underwriting and dealing in securities. This
was not merely a bureaucratic tweak; it was a fundamental reshaping of the financial
landscape. For J.P. Morgan & Co., a titan of finance at the time, this decision was
momentous. After careful consideration, the venerable institution opted to concentrate
on commercial banking. This choice, while strategically sound for J.P. Morgan & Co.,
inadvertently cleared the way for a new entity to rise, one that would carry forward a
significant portion of its securities business.

This new entity, soon to be known as Morgan Stanley, began to take shape even
before its formal opening. In August 1935, a clandestine meeting unfolded on a
remote island in Maine. Four partners from J.P. Morgan & Co.—George P. Whitney,
Russell Leffingwell, S. Parker Gilbert, Sr., and Harold Stanley—along with their lawyer,
Lansing Reed, boarded a train with a singular purpose. Their destination was Sky
Farm, the summer house of senior Morgan partner Thomas Lamont, located on North
Haven island in Penobscot Bay. Each man carried a memorandum titled "Proposed
Organization of XYZ Corporation," a placeholder for the investment bank they were
there to debate and, ultimately, create.

The atmosphere at this "porch meeting" was undoubtedly charged with both a sense
of loss and opportunity. The partners of J.P. Morgan & Co. were effectively dismantling
a part of their own legacy, yet they were also forging a new one. The discussions
revolved around how to establish a new firm dedicated solely to underwriting
securities, an activity that J.P. Morgan's commercial banking arm could no longer
pursue under the new regulations. The decision was not made in a vacuum; key
clients, such as AT&T chairman Walter Gifford, had already expressed interest in

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

having the Morgan partners continue their securities work, signaling a clear market
demand for their expertise.

The separation mandated by Glass-Steagall was indeed a response to the devastating
stock market crash of 1929 and the subsequent Great Depression. Prior to this, banks
had often used depositor funds for speculative investments, leading to widespread
distrust when those investments failed. The act aimed to prevent such scenarios by
creating a regulatory firewall. While some argue that this separation stifled financial
innovation and competitiveness, at the time, it was seen as a necessary measure to
protect the public and stabilize the financial system.

The economic climate of the early 1930s also played a significant role in J.P. Morgan &
Co.'s decision to lean into commercial banking. The issuance of new securities had
plummeted, dropping by 96% between 1929 and 1933, making investment banking a
less attractive prospect in the immediate aftermath of the crash. Commercial banking,
with its newly enacted protections, appeared to offer a more stable and potentially
lucrative path. This pragmatic assessment further solidified the strategic direction for
the parent firm, paving the way for the emergence of its investment banking progeny.

It was during this era of profound change that Henry S. Morgan and Harold Stanley
stepped forward to co-found the new investment banking firm. Henry S. Morgan, the
grandson of the legendary J.P. Morgan, carried the weight of a powerful banking
lineage. He embodied the cultural ties and long-standing traditions of J.P. Morgan &
Co. Educated at Groton School and Harvard University, he had joined J.P. Morgan & Co.
in 1923, becoming a partner in 1928. His role in the nascent Morgan Stanley would be
as treasurer and secretary, focusing on attracting talent and clients while upholding
the esteemed standards associated with the Morgan name.

Harold Stanley, on the other hand, brought a different, yet equally vital, set of skills
and an already impressive reputation to the venture. He had distinguished himself on
Wall Street as an expert in utility finance and had been instrumental in building and
leading the securities business at Guaranty Trust Company before being invited to
become a partner at J.P. Morgan & Co. Stanley’s background as a high achiever,
including his captaincy of the Yale hockey team, hinted at his strong leadership
qualities. He was renowned for his statesmanlike character, a trait that would later be
publicly acknowledged during a landmark antitrust case, where a judge paid tribute to
his "absolute integrity."

The formal announcement of the new firm, Morgan Stanley & Co. Incorporated, was
made on September 5, 1935, at J.P. Morgan's headquarters at 23 Wall Street. Harold
Stanley was named president, with Henry Morgan taking on the roles of treasurer and
secretary. The firm officially opened its doors for business on September 16, 1935, at
2 Wall Street, just a stone's throw from its progenitor. While there was no grand
ceremony, the new office was reportedly filled with some 200 vases of flowers, sent by
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well-wishers and even rivals, a testament to the respect commanded by its founders
and their lineage.

Beyond Henry Morgan and Harold Stanley, the new firm also included other key
individuals from J.P. Morgan & Co. and Drexel partners, such as William Ewing, Perry E.
Hall, Edward H. York, Jr., and John M. Young. These individuals brought with them a
wealth of experience and established relationships, ensuring that the new firm was
"flush with capital and contacts" from its very inception. This robust foundation
allowed Morgan Stanley to quickly make its mark.

In its very first year of operation, Morgan Stanley handled an impressive $1.1 billion in
public offerings and private placements. This substantial figure represented a
remarkable 24% market share, an extraordinary achievement for a newly established
firm and a clear indication of its immediate impact on the financial landscape. Just one
week after its launch, Morgan Stanley made its debut in the bond market with a $19
million offering for Consumers Power Company. By the end of 1936, the firm had
underwritten over $1 billion in new offerings.

The rapid success of Morgan Stanley was not accidental; it was a testament to the
founders' vision, their established networks, and the prevailing need for dedicated
investment banking services in the post-Glass-Steagall era. The firm wasted no time in
demonstrating its capabilities. In 1938, it served as the lead underwriter for the
distribution of $100 million in debentures for the United States Steel Corporation, a
significant transaction at the time. The following year, Morgan Stanley further
cemented its early reputation by acting as the lead syndicate for U.S. rail financing.

The firm's early years were characterized by a commitment to upholding the high
standards of integrity and client focus that had been hallmarks of J.P. Morgan & Co.
Despite the forced separation, the spirit of "first-class business in a first-class way"
continued to guide the new enterprise. This foundational period set the stage for
Morgan Stanley's long and impactful journey, transforming a regulatory necessity into
an opportunity to build a new financial powerhouse. The Glass-Steagall Act, while
intending to rein in the excesses of the past, inadvertently fostered the birth of a
company that would, for decades to come, define the very essence of investment
banking.

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

This is a sample preview. Purchase the book to read the full content.

Visit MixCache.com to purchase the complete book.

Sample from MixCache.com - The Online eBook Marketplace


http://www.tcpdf.org

