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A Reeession and Depression

e Economic markets have
periods of rise and fall

® Recession is a period of
shrinking economy

e Depression is a period ol 3

Intense, deep recession’g

® The Gre tbep(ession

£ (1929-1939) was the
. longest and :
economic depression Iin

history \ .
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B—Causes

e High Tariffs

e slowed international trade

e Countries tried to protect their own
economies by taxing imported gooo
— Economic Protectionism

President Herbert Hoover




B_—Causes

Overproduction
Farms:
25% of US Population farmers

mechanization - More food produced than can be
sold

Less demand from other countries
Fewer jobs
food prices fell

Farmers income drop
e unable to make payments — unemployment
asing power

(mass producti
laid off workers
less money in ecor to buy goods

downward spiral, more wor id off:
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 Wages:
— did not keep pace with industrial profit.
— Profits invested in capital expansion of productinat wages.

e Credit Crunch:

 bad loans — people could not pay them back
— banks lose money
— Slow lending of money

« consumer debt spending — buy now pay later crediesys

* Fewh sa?in%; debts not paid when people lost jo

 |ead to collapse of banks
— People’s savigs vanish

| nvesting: Buying Stocks on Margin (speculation)

about a million people spen i savingsoorrowed money to
buy shares in the stock market |

hoping-to-cashinh onrising Stock prices. (Whalrite"ﬂT’s all?)




e Psychology of consumption.
o fed the optimism of investors and gave them unques;
In prosperity.
 When the Stock Market Crash did come, it was even
devastating because of this unquestioned faith.




e QOver-Inflation:

e Many stocks were bought/sold for more than the
real value of the company.

e War Debit:
e the LUUSA leant money to Allies during the War
® These eountries exported goods to pay back the

L e US tariffs damaged this ability

e \\Vorld trade s!bwed\




e | aissez- Faire Economic Policy
¢ |ittle government regulation or intervention in teeonomy
¢ this was considered socialism
e Little stock market regulation.
e companies printed more and more common stock dddisem
e Banks were not regulated

e No'sociabservices, unemployment insurance, wetfatesic
healthhcare ™.




¢ |n Canada:

e Canadian economy dependant on exports of
commodities

e when the economies of other countries shrunk, so d
Canada’s

e world prices for commodities fell

® 65% of imports from USA
e 40% o en;h)((s. to USA




e often, the New York stock 1929 Cfﬂﬂgrgzj:gf gﬂuf 500 Data

market crash of October
1929 Is mistakenly
considered to be a cause
of the Great Depression.
IT WAS NOT A CAUSE

o It was'a symptom/respons
that th&qonomy was in

trouble for awery long e

' S recover until the 1950s
. time and nobody was

paying attention.—







EEE=Fhe Crash Timeline:

® People Scared
e Mon. 21st Oct - Over 6 million shares change hands.
e prices fluctuate rapidly

e BLACK THURSDAY: October 24, 1929
e people began dumping their stocks as quickly ag¢bald.

e 13million shares are sold
® Fri 25th Oct - Top banks try to prop up market

e b ingWs of shares for more than their worth
e keep prices from falling (temporarily)




o Sat 26th Oct - President Hoover “The fundamental
business of the country, is on a sound and secure
basis”

e Mon. 28th Oct - more selling 3 million sharesdin
the last hour of trading, 9 milliosoldin total

e Banksstopsupporting prices of stocks by buying the
up




e Tuesday 29th Oct — BLACK TUESDAY

e People sell stock until no one is left to
buy
e This was the beginning of the Great Crash.

e single worst day in stock market history
1929 Crash Using S&P 500 Data

BLACK
TIJESDAY

THE ST[]CK 3_ (
MARKET CRASH  (ESU. bl
OF1929 | el

......




B Fae Consequences

e public confidence in US economy
was shattered

e Oct.29 to Nov 13 over $30 billion

disappeared from financial markets
® (US spent this amount on all of WW1)

 Businesses close — many jobless

* Many banks close — peoples savings

gon \h
« Many forced into subsistence living

— buy less
Market will no_t_“recover until 1950s

\ Streei e







