The Crash

America has become a nation of investors.  Still today, economists are trying to identify the cause behind the crash of the Stock Market in 1929 and its possible influence on the Great Depression in the 1930’s.  For our nation to avoid a repeat in history, we must learn all we can from the Great Crash, and its key players.

In 1920, President Harding was elected in a landslide by promising “Less Government in business, and less business in Government.”  The economy was booming with automobiles, oil, and steel in the east, and agriculture and the movie industry in the west.  The growth was so great that even the Government got a piece of the action, while at the same time, giving a sense of trust to the reluctant investor.  The Government sold Liberty Bonds to help pay for World War 1.  And though the war ended, the clash between Socialism/Communism and Free Enterprise still remained.  In 1923, Pres. Harding died, and Calvin Coolidge became the new President.
The 1920’s economy was dominated by the railroad industry.  Radio was the new technology; led by RCA.  In 1924, Chevy offered the first radio in cars making this new technology mobile.  Bank of America was the first bank to help small business owners with a broad range of services that were previously not available.  One service in particular was credit.  Credit was introduced in the 1920’s, and would soon prove to be fatal in the Crash of 1929.  

Another boom brought by the rapid economic growth, was the sale of Florida real estate.  Land was cheap and there was plenty of credit available to finance if need be.  There was a more active role being played by women in the economy, and illegal liquor sales were also on an up swing.  However, illegal liquor sale was not something that the Government chose to crack down on.

Yes, the economy was doing well and life was sweet.  You could have your broker point at any stock on the board in the Stock Exchange, and by the end of the day, the price would have risen.  These rising stock prices drew more and more investors who in turn, took more debt to buy more stocks.  Thus, borrowed money made its way into every part of the economy.  No one feared high debt; even when some economist warned of the possibility that a crash was near.
On September 3, 1929, the DOW Jones closed at an all time high (381 points).  On The next day, Churchill decided to visit Wall Street.  September 4; this day would come to be known as “Black Thursday”.  On this day, stocks began to sell rapidly.  Banks had been closing at an average rate of two per week.  Investors were selling off and the brokers had to lower prices drastically to lure a buyer so to buy back the stocks that were being sold.  As word got around, the panic grew, and the prices dropped.  On Tragic Tuesday, more stock was sold than on Black Thursday. 
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On October 29, the stock market crashed.  The impossible happened.
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In two months, stock prices went from 80 Billion to 50 Billion.  Though there was a brief rally in 1930, prices continued to slide.  Because of its diversification, California was about the only state that remained insulated.  California which relied on its Movie, Timber, and Agriculture industries did however experience stress from an increase in their population.  Due to the end of the expansion of industry, General Motors announce a not so prosperous future.  This also caused prices to slide, and was a contributor to the crash.  What followed would be a total opposite of the 1920’s.  The Great Depression, as it is known, would include the downfall of great corporations, inflation, unemployment, and poverty.  For this reason, both brokers and investors, continue to study that period in time; with the hope of preventing a repeat in history, and to create a sort of immunity towards a future crash.   
