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Chronology of Clarence Dillon’s Life




	1882

	Born in San Antonio, Texas, on September 27, son of Samuel Lapowski and Bertha (Stenbock) Lapowski.




	1901

	Graduates from Worcester Academy, Worcester, Massachusetts; formally adopts his paternal grandmother’s maiden name, Dillon.




	1905

	Graduates from Harvard College.




	1907

	Nearly killed in freak railroad accident.




	1908

	Marries Anne Douglass on February 4 and leaves on two year health-honeymoon tour of Europe.




	1909

	Birth of son, C. (Clarence) Douglas, in Geneva, Switzerland, on August 21.




	1912

	Death of father, Samuel Lapowski, of brain tumor in San Francisco on June 23.




	1912

	Organizes Milwaukee Machine Tool Company with brother-in-law, George Douglass.




	1912

	Birth of daughter, Dorothy Anne, in Milwaukee on October 9.




	1913

	Joins William A. Read & Co. in its Chicago branch office.




	1914

	Makes first fortune with organization of Phenol business with Schlesinger interests in Milwaukee to capitalize on wartime need for explosives. Promoted and transferred to New York office.




	1916

	Becomes a partner in William A. Read & Co.; William A. Read dies suddenly and Dillon becomes head of firm.




	1917

	Becomes Baruch’s deputy in charge of expediting shipments of war matériel during the first world war.




	1919

	Commences three-year $100 million financing program to create Youngstown Sheet & Tube, the fifth largest steel producer in the country.




	1921

	Firm renamed Dillon, Read & Co., Inc.




	1921

	$90.5 million Goodyear rescue completed.




	1923

	Purchases land at Dark Harbor on the Maine island of Islesboro for a Bar Harbor-style summer cottage.




	1924

	United States & Foreign Securities investment trust launched with $30 million offering followed by $60 million offering of companion trust in 1928.




	1924

	Purchases several large farms in Far Hills, New Jersey, fox hunting estate area and begins construction of Dunwalke mansion.




	1925

	Dillon buys out Dodge Motors with $146 million cash offer, outbidding J. P. Morgan.




	1926

	$55 million initial public offering of National Cash Register, largest such stock offering up to that time.




	1926

	Arranges financing for the $100 million amalgamation of six German steel companies into a giant cartel, second in size only to U.S. Steel.




	1927

	Goodyear litigation settled out-of-court.




	1927

	Dillon buys apartment at 22 rue Barbet-de-Jouy in Paris.




	1928

	Orchestrates $236 million buyout of Dodge by Chrysler.




	1928

	Builds Georgian-style townhouse on East 80th Street in New York City.




	1929

	Rebuilds Harvard field house destroyed by fire, renamed Dillon Field House.




	1930

	Dillon closes down retail branch office system and withdraws from firm, retaining control but giving over day-to-day management to Forrestal and Phillips. Dillon spends more time in Europe pursuing his new life style.




	1935

	Purchases Chateau Haut-Brion and its famed vineyards in the Bordeaux wine district for $250,000.




	1938

	Selects Forrestal as president of firm.




	1939

	Offers the use of Chateau Haut-Brion to the French as a hospital and rest center for French officers wounded in action.




	1942

	Heads up wartime National Citizens Committee drive to raise $10 million in funds for the Navy Relief Society to provide aid to the widows and families of Navy servicemen killed or incapacitated from service-related injuries. For his efforts, Dillon receives the Certificate of Merit.




	1949

	First of two cataract operations reduces his activity.




	1951

	Death of mother, Bertha, in New York City on January 1.




	1954

	Buys site on Caribbean island of Jamaica for construction of winter home, “High Rock.”




	1961

	Anne Douglass Dillon dies on June 21.




	1961

	Dillon listed in Fortune magazine as one of the fifty richest men in America with $100 to $200 million in assets.




	1968

	Sells his landmark Georgian-style East Side townhouse.




	1979

	Dillon dies on April 9 after illness following fall; his estate gives the Dunwalke mansion to Princeton as a retreat and conference center.
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Introduction

Clarence Dillon thrived in the rough and tumble competitive financial world that characterized the 1920s. He rose from obscure beginnings to revitalize a small firm into the Wall Street juggernaut, Dillon, Read & Co., Inc. Robert Lovett of Brown Brothers remarked: “Dillon . . . was ranked as aggressive, opportunistic, and flamboyant . . . something of a pirate ship roaming the market for booty. . . .”1 As such, Dillon successfully challenged the leadership of the dominant banking houses such as J. P. Morgan and Kuhn Loeb, especially in the foreign financing field.

Daring, secretive, cunning, cautious and not given to familiarity with his partners or business associates, Dillon was characterized as “very cold and aloof” by one top aide; “I don’t think I had ten words with Clarence Dillon in the four years that I was with the firm in the 1920s.”2 At Harvard, Dillon established lasting fame as a legendary poker player and in his financing operations he operated as the low-profile player concealing his intentions until he was ready to strike with lightning force. Even his close associates had no idea of his motives; he covered his tracks carefully and he was a master of deception. Despite his Machiavellian personality, Dillon had a keen sense of humor which helped his partners cope with his frequent tantalizing and provoking moods.3 Shrewd, smart and blessed with a superb sense of timing, Clarence Dillon, or “Baron” as his Harvard classmates came to call him, was an authentic Wall Street genius.

While his style and deals dazzled Wall Street in the 1920s and established Dillon Read as a major force, Dillon himself was regarded as an upstart by the Wall Street Establishment. Although bold and resourceful, brash and young, Dillon had virtually no social contacts with the Street’s blue bloods; he was not part of Wall Street’s elite. Dillon resented this exclusion by banking’s top echelon, and in later life made a major effort to develop a network of influential friends and contacts. His social ambition was aided by his ability to discuss a wide range of subjects in a brilliant and witty way.4

Dillon had a flair for the dramatic and his moods were unpredictable; after building Dillon Read into a powerhouse, he surprised the financial world by withdrawing from active participation in the 1930s with a personal fortune of more than $100 million. Before his withdrawal, however, Dillon had rocked Wall Street with one mega-deal after the other. In the process of engineering these coups, Dillon pioneered a number of important financing techniques, many of which have become standard tactics in the investment banker’s quiver.

In his first major coup, Dillon brought off a brilliant three-tiered $90.5 million rescue of the floundering Goodyear Tire Company in 1921. Probably Dillon’s most spectacular deal, however, was the $146 million cash buyout of Dodge Brothers in 1925, snatching this coveted prize away from the Morgan interests. Following up this coup, Dillon then launched an initial public offering raising $55 million for National Cash Register Company, the largest common stock offering on record up to that time, in a deal carefully structured to preserve the founder’s control. Two years later, he brought about the $236 million buyout of Dodge by Chrysler, after several tortuous months of non-stop bargaining aided by a complicated stock arbitrage scheme dreamed up by his star financing partners, Ferdinand Eberstadt and James V. Forrestal.

Dillon did not limit himself to conventional financings. Impressed with the record of the British-style trusts, Dillon adopted the technique to the American market and launched the first postwar closed-end investment trust, United States and Foreign Securities Corp., raising $30 million initially in 1924 (followed by an additional $60 million offering of a companion trust in 1928). Spreading his wings further, Dillon expanded his foreign financings with a $100 million amalgamation of six major German steel producers to forge a giant cartel in 1926 that can be compared to Morgan’s earlier creation of U.S. Steel in 1901. Dillon’s foreign financings in the 1920s were diverse, raising $498 million for European corporations and governments (including $340 million for Germany), $433 million for Canadian businesses and governments and $244 million for Latin American countries and businesses (including $177 million for Brazil).5

Dillon intuitively anticipated the Great Depression by liquidating his firm’s securities inventory before the Crash.6 In the 1920s, he had led his partners into ventures which despite their limited risks dazzled admiring onlookers. During the next decade, however, with the gloom of depression descending on the economy, he transformed Dillon Read into a house targeting its financing on high-quality, conservative businesses such as utilities and energy companies; he deliberately avoided innovative investments in the chemical, drug and electrical industries. His stubborn reluctance to innovate and finance new growth industries stifled the firm, further aggravating the country’s economic decline.

In the 1920s, however, Dillon Read was an exciting place for young men seeking fame and fortune. Hugh Bullock, the colorful, outspoken investment fund pioneer, recalls looking for a job in the early twenties and asking everyone he knew, “which is the coming firm in Wall Street?” They all mentioned Dillon Read, and he succeeded in getting a job with the firm, ultimately rising to manage the sales operations in the Western district. From the start, Bullock was struck by Dillon’s “chain-lightning” intellectual brilliance.7 Dillon mined more pay dirt than any of his rivals. In 1928, a partnership in his firm was probably worth more, financially if not in prestige, than a comparable position in either Morgan or Kuhn Loeb.8

Clarence Dillon was perhaps the most celebrated investment banker of the roaring twenties, with reporters bestowing upon him the reputation of a fearless, high-flying, and resourceful financier. However, he succeeded mainly because his caution and brilliance in calculating risk-reward ratios virtually assured the success of his ventures. Ferdinand Eberstadt, a foreign financing and legal specialist who became a Dillon partner in the 1920s, utilized the same cautious approach with his own firm’s financings of his so-called little blue chips during the 1930s.

Eliot Janeway, the economist and author, emphasized another characteristic of Dillon: “Dillon was well known at Harvard as a gambler; he made a lot of money at cards, later adapting his winning touch to a string of financial successes.” However, Janeway also stressed that Dillon was a cheapskate and cheated his partners, adding: “Dillon was a mean miserable bastard; there was not a generous bone in [his] body. . . .” Janeway further noted: “Dillon’s attitude . . . was all in the price; he was nothing but a money guy. Dillon wouldn’t have bought God with a whore house attached if it wasn’t a bargain.” Janeway concluded: “After Dillon relinquished active management of the firm in the mid-1930s, the firm drifted. . . .”9

Janeway notes that Dillon was secretive and maintained a very low profile with the press. Forrestal was Dillon’s shield against the world.10 Paul Nitze, who became one of Dillon’s closest aides, tends to agree, adding: “Janeway was a good friend of Forrestal in the 1930s and my recollection is that Forrestal had good relations with the press, so he may well have become the informal spokesman for the firm.”11

Clarence Dillon’s personality evokes much of the strengths and weaknesses of leaders of the past such as Napoleon and Churchill. When analyzed in tests widely used by professional psychologists to help classify patterns of human behavior, Dillon’s personality clearly fits that of the Field Marshal, with strong secondary attributes related to inventors, scientists and architects. According to Ernest Auerbach, a business entrepreneur with extensive experience in these studies, the Field Marshal type needs:

to lead and has a strong urge to [create] a structure . . . and assign people to long-range goals. [Field Marshals tend to focus] more on policy and goals than . . . procedures, [rejecting] inefficiency; repetitive errors [make them] impatient.12

So it was with the Baron!

But there was a warmer, kinder side to Dillon. When the Crash came, he personally bailed out a number of his partners and associates who were forced into personal bankruptcy by injudicious purchases of stock on margin. Anticipating the Crash, Dillon had laid off most of his sales staff by late 1929. Many of them had margin accounts of as much as $100,000 and couldn’t settle them. Dillon forgave those debts.13 Both his son and daughter describe their father as kind and caring. Dorothy, his daughter, adored him, recollecting, “he was my great hero; I don’t think I have ever met a more attractive man. . . .”14 His grandson, Philip Allen, who pursued a career in finance for a time at Dillon Read, recollected:

My grandfather had a flair for doing things his way—[which was] usually the right way. If he had a visitor coming over from Germany, he would have German wine for lunch. . . . He went out of his way to make the other person comfortable.15

Dillon was a financial genius to his fingertips, and his unusual ability drove Dillon Read to the forefront of the financial world in the 1920s. The renowned speculator, Bernard Baruch, thought him “one of the keenest minds on Wall Street.”16 The mystery that surrounds Dillon is why he abruptly withdrew from the “wars” of Wall Street after the Crash. Surely a man who could calculate profitably the present value of the most risky venture and succeed on Wall Street ought to have deduced that the deflated values caused by the Depression created enormous opportunities. Much of this book will focus on why he withdrew, and into what new fields he channeled his “chain-lightning” intellectual brilliance.
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1. From an interview with former Fortune editor, Charles J. V. Murphy, (no date).

2. An anonymous associate.

3. Mathey, Dean, Fifty Years of Wall Street with Anecdotiana, Princeton, 1966, pp. 9-10, hereinafter referred to as Mathey, Dean, Fifty Years of Wall Street.

4. Paul H. Nitze interview, November 11, 1991.

5. Based on U. S. Senate, Committee on Banking and Currency, 73rd Congress, 2d Session, “Stock Exchanges Practices: Report” (Washington, 1934), pp. 2175-93, 2260-65; Investment Dealers’ Digest, “Corporate Financing Directory,” various issues; National Statistical Service, “American Underwriting Houses and Their Issues,” (vols. I & II, 1925-29); Dillon, Read & Co., Inc., Securities Offerings by Dillon, Read & Co., 1921-27, (New York, March 1, 1928). Ibid, Annual Issues, 1925-28, hereinafter referred to as Author’s survey of Dillon Read financings.

6. Clarence Dillon, Anne’s Story, an unfinished and unpaginated memoir in typescript written after the death of his wife in 1961 and contained in Dillon’s private papers in the possession of Mrs. Dorothy Dillon Eweson at her home in Far Hills, New Jersey; hereinafter referred to as Anne’s Story.

7. Hugh Bullock telephone interview, April 11, 1991.

8. Winkler, John, “Profiles: A Billion Dollar Banker,” The New Yorker, October 20, 1928, p. 29, hereinafter referred to as Winkler, The New Yorker.

9. Eliot Janeway interview, April 4, 1991.

10. Eliot Janeway interview, April 4, 1991.

11. Paul H. Nitze interview, November 11, 1991.

12. “Manager’s Journal: Not Your Type, but Right for the Job,” Wall Street Journal, Ernest Auerbach, January 6, 1992.

13. Joseph Haywood interview, October 28, 1991.

14. Mrs. Dorothy Dillon Eweson interview, October 1 and 4, 1991.

15. Philip D. Allen interview, April 9, 1992.

16. Hoopes, Townsend and Douglas Brinkley, Driven Patriot: The Life and Times of James V. Forrestal, pp. 52-3, hereinafter referred to as Hoopes/Brinkley, Driven Patriot.


1

The Goodyear Rescue:
An Insight into the Dillon Financing
Technique

Perhaps Dillon’s three greatest banking innovations of the 1920s were the rescue of Goodyear, the buyout of Dodge Brothers and its later merger into Chrysler, and the launching of the closed-end investment trust movement in 1924.

The first of these coups—the Goodyear Rescue—occurred early in 1920, in the midst of the short but severe postwar depression. During the first world war, American business had enjoyed unparalleled prosperity with little attention paid by corporate executives to financial controls. In the first two decades of the twentieth century, the growth of the automotive industry and its allied field, tire manufacture, had far outstripped that of any comparable industry in the previous century.

The automobile tire producers’ rapid sales and earnings growth generated enormous stock market profits for their backers. Leadership in the industry was aggressive and daring; entrepreneurs developed more efficient production facilities and launched creative advertising and selling programs that brought the automobile within the reach of the vast majority of American homes. In the immediate postwar market, sales of both automobiles and tires soared to new records reflecting the pent-up demand brought on by the wartime ban on civilian automobile production.

Under the dynamic leadership of Frank Seiberling, the founder, Goodyear had become the largest producer of tires, accounting for 50 percent of all original tire equipment for automobiles.1 Goldman Sachs had earlier provided $113 million of financing for Goodyear in which William A. Read & Co. participated as a member of the underwriting syndicate.2

Goodyear benefitted substantially from the huge pent-up demand for automobiles; its tire sales soared to $200 million in 1919 and its order backlog indicated $300 million was not an unreasonable goal for 1920.3 The huge backlog caused shortages of goods with the price of crude rubber leaping seven-fold in a matter of months. Economists and marketing specialists forecast a substantial boom in new-car sales. To meet the increased demand, Goodyear, along with other tire companies, made huge forward purchase contracts for crude rubber and cotton at inflated prices as producers scrambled to build up inventory to sustain high production levels.4

Then, suddenly, the markets collapsed during the short but deep depression of 1921-1922. The price of rubber fell by over 90 percent to 15 cents a pound, causing tremendous losses on forward purchase contracts. Consumers cut back on tire purchases, tire prices fell sharply, and Goodyear was forced to sell tires below cost. By Christmas, Goodyear’s situation was desperate. To make matters worse, Goodyear had not developed solid sources of financing on Wall Street, other than Goldman Sachs, reflecting the founders’ distrust of Eastern financiers.5 Accordingly, Goodyear had no strong banking affiliations and not even Goldman Sachs was willing to come forward to rescue the company; it had no “financial godfathers.”6

The company was strapped for cash and could not pay its obligations; credit was tight and banks around the country were calling loans. Goodyear’s stock plummeted from $400 to $10 a share in 1922. With its swollen inventory of crude rubber and cotton, Goodyear faced bankruptcy, and a distress liquidation seemed inevitable. Fear spread through Wall Street that a Goodyear bankruptcy could trigger a panic.

The bankers’ lack of confidence in the integrity of the Seiberling management was further aggravated by the disclosure of Seiberling’s large secret personal indebtedness to the company. At one meeting in late 1920 in New York City, lasting until the early hours of the next morning, the bankers were adamant and refused to provide either temporary or permanent financing for Goodyear.7 However, Goodyear’s investment banker, Goldman Sachs, finally provided a temporary revolving credit of $25 million on November 3 to help tide the company over its short-term problems but Goodyear had to pledge its accounts receivables to guarantee repayment of the loan. This proved inadequate and Goldman refused to provide permanent financing when Seiberling’s misuse of company funds was revealed.

At that juncture, a New York lawyer, Paul D. Cravath, acting for Goodyear, called a conference of creditors and bank representatives to survey the situation. Several bankers offered to help if someone would take the lead, but by then the total financing needed had risen to $90 million.8 There was no Chapter 11 in those days to enable a company to keep operating while restructuring its debt with its creditors. However, the Cravath law firm in New York had pioneered a plan to avoid receivership which later became the framework for Chapter 11 restructurings. Instead of placing a temporarily distressed business in the “hands of receivers,” the Cravath plan called for a voluntary procedure to work out financial difficulties with bankruptcy court proceedings to be initiated only as a last resort.9

With receivership looming in early January 1921, Cravath called another crisis meeting of the heads of the principal banks of New York, Boston, Cleveland and Chicago. Again, the bankers refused to take the lead in a rescue attempt10 but Joseph Cotton, a New York lawyer representing some of the creditors, suggested that Clarence Dillon of Dillon Read was the type of leader who had the financial ingenuity and resources to arrange the restructuring. Insiders also noted that Forrestal had met Seiberling’s son as an undergraduate at Princeton and he may have sought out Forrestal’s help to save Goodyear from failure.11 Dillon was then invited and immediately came to the emergency meeting and agreed to look into the problem. Asking for a few days to study the situation, Dillon sent Cravath a short memorandum on January 14 giving the fundamentals of the plan by which Goodyear was eventually saved.12

The methods by which Dillon conducted all operations are illustrated by his 1921 rescue of the nearly bankrupt Goodyear Tire and Rubber Company. Dillon began the Goodyear rescue by sending Edward G. Wilmer, a former business associate and lawyer from Milwaukee, to Akron on a fact-finding mission. Controversy reigned over the diverse interests, with bankers demanding settlement of their claims without delay and suppliers anxious to safeguard their advances to Goodyear. Wilmer found chaotic conditions prevailing at the Goodyear factory in Akron. Conditions had deteriorated to the point where lines of workers stood outside the Goodyear offices waiting to be paid daily instead of weekly because of the shortage of cash in the company’s tills.13 However, Wilmer believed the situation could be turned around if adequate financing could be found.14 At the outset, Dillon insisted that Goodyear “must stand up to all its obligations including the accrued dividends on the preferred stock.”15

Clarence Dillon’s solution to Goodyear’s problems was a three-tiered package of high-yield bonds, debentures and preferred stock that would look familiar to a reader of latter-day junk bond prospectuses. The bonds carried an 8 percent coupon, at a time when high-grade corporates were yielding only 5 percent. But since the bonds were issued at 90 and would mature at 120 serially over the next twenty years, Goodyear’s effective interest rate was closer to 14 percent. As part of the deal, Goodyear agreed to issue $33 million in 8 percent “prior preferred” stock to pay off the merchandise creditors so that each creditor received 125 percent of his claim.16

Dillon Read agreed to syndicate the most senior piece, $30 million of first mortgage bonds, but only if the trade creditors agreed to underwrite the $27.5 million of debentures. Dillon, in short, forced the creditors to help him finance the rescue. The debentures—which the trade creditors had to buy—were also high-yielding. Issued at 90 to mature serially at 110 over the next ten years, the effective yield to maturity came to over 15 percent even though the nominal coupon on the debentures was set at 8 percent. On top of that, Dillon sweetened the deal by giving the purchasers of the debentures an equity kicker; each debenture purchaser received ten shares of common stock for each $1,000 of debentures purchased.17

Before Dillon could begin the refinancing, the company had to obtain near-unanimous approval of the plan from Goodyear’s shareowners and creditors. Goodyear’s salesmen were pressed into service as proxy solicitors carefully coached by the company’s legal counsel, the Cravath law firm. Several creditors sought to block the reorganization by filing suits but Cravath persuaded the Ohio legislature to enact a law asserting corporate rights to act despite the suits.18 As it was, it took three months of hard work to persuade the various interests to accept Dillon’s plan to restructure the company’s debt and equity.

With the creditor rebellion rebuffed and with over 90 percent of stockholders approving, the Seiberling management stepped down and Dillon moved ahead with the refinancing. The entire package raised $90.5 million for Goodyear, a sum equivalent to about $700 million in today’s dollars, making it one of the largest reorganizations of its day. To safeguard his clients’ money, Dillon insisted on a major role in management. He created a special class of 10,000 shares of “management stock,” owned by himself and two other trustees, which gave him and the two trustees complete control of the company until the first mortgage bonds were paid off.19

Actually, Dillon’s rescue plan nearly unravelled when some of the creditors backed out on their commitments at the last minute. Frantic efforts were made by the Seiberlings to get Dillon to make up this shortfall but Dillon snapped: “That is no part of my job. I never said that I would do anything more than head a syndicate to underwrite the first mortgage bonds.”20 Thereafter, it took all of Dillon’s persuasive powers to restore the commitments of the creditors. Finally, with the creditors’ commitments restored, the plan was in place.21

Soon after the Goodyear rescue was finalized, a five-year contract was entered into with Leonard Kennedy & Co., a management talent business, under which it agreed to supply Goodyear with executive talent for a fee of $250,000 a year plus a 5 percent bonus on Goodyear’s earnings above a certain level.22 The management contract was lucrative; in the first year alone, the Kennedy company received $560,000 for providing management services.23 Dillon selected Edward G. Wilmer as president and P. S. Hart as treasurer, both men recruited from a management consulting firm run by Armin A. Schlesinger, Dillon’s old Harvard crony. Dillon had earlier met and worked with Wilmer when Wilmer was corporate counsel for one of Schlesinger’s Milwaukee companies.

It was revealed that 45 percent of the Kennedy company was owned by Dillon interests (later transferred to Anne Dillon) with the balance owned by Schlesinger, Wilmer and two other men affiliated with Schlesinger.24 Since Wilmer and Hart’s compensation combined came to only $60,000 a year, Dillon and Schlesinger and the other interests received a windfall profit of $500,000 a year. The lucrative Kennedy management contract subsequently became a major contention in the increasingly rancorous litigation that followed.

After completing the refinancing, Dillon’s team soon produced a major turnaround and Goodyear recovered quickly from its near-insolvency. By 1925, sales were back to $200 million and profits approached $20 million.25 Dillon profited handsomely from his financing efforts. In addition to his underwriting fees and other commissions and trading profits totalling $815,000, Dillon received an option from Goodyear permitting him to buy 170,000 shares of Goodyear common stock at $1 a share for his role in arranging the rescue. Depending on when Dillon exercised these options, he made at least $2 million and as much as $5 million on these options as Goodyear’s common stock became a market leader in the bull market of the late 1920s.26

“The company had been saved, but at quite a price,” Paul Litchfield, who became president of Goodyear in 1926, would later state. After five years, although Goodyear had earned $49 million, they had to pay out nearly $60 million for interest and debt repayments. The refinancing had saddled Goodyear with a heavy load of securities ahead of the old common and preferred stock, and the book value of Goodyear common actually stood at a negative $44 per share.27 The shareholders, who had received no dividends on their cumulative preferred stock for over five years, revolted and sued the company for agreeing to the onerous terms of the reorganization.28

Thereafter, Goodyear’s recovery was dogged by an almost continuous series of lawsuits seeking to cancel the management stock, void the Kennedy contract and recover $15 million from Dillon interests alleged to be excessive profits from the 1921 rescue of Goodyear. Before the suits were settled in 1927 it was said that every major law firm in Cleveland, Akron and New York was involved in the litigation in one way or another.29 All told, four former Cabinet officers were retained as attorneys, primarily for Dillon interests.

Dillon’s legal effort necessitated leasing an entire floor at 120 Broadway to house the staffs of the several law firms involved.30 The firm’s complex legal defense was coordinated by Ferdinand Eberstadt, a brilliant young attorney who had been working on the firm’s foreign financing business and who had become a Dillon partner in 1926. All of the suits were settled in May 1927. The Goodyear board was reorganized, with eight nominees of Dillon Read, four of Seiberling, and five others mutually agreed upon.31

The settlement of the Goodyear suits, however, was not without heavy costs to Dillon’s firm. Under the terms of the agreement, Dillon Read paid all legal fees, which came to $2,225,000, by agreeing to forego its commission on the public offering of $60 million of new bonds to refund the higher-yielding bonds and preferred stock issued in 1921.32 The refunding reduced Goodyear’s net interest expense by about 30 percent.

The Goodyear restructuring was the largest and perhaps the most complicated corporate rescue ever undertaken in Wall Street history up to that point.33 Despite the bitter litigation that followed, the daring financing catapulted Clarence Dillon in one fell swoop into the first echelon of Wall Street’s investment banking community and was reminiscent of Morgan’s rescue efforts in the money panic of 1907.34 After Goodyear, all the hardest nuts were brought to Dillon to crack. Through all the Goodyear turmoil, Dillon kept his head; he was daring but thorough.35 The deal established Dillon Read as a banking house of the first rank and Dillon, who was not quite 40 years of age, as the new wizard of Wall Street.36
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