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GREAT DEPRESSION:

The Great Depression

was the worst economic 

collapse in U.S. history.

The Stock Market crash helped 

trigger the Depression.

It eventually spread to the

rest of the world.

 

It lasted from 1929-1942.



GREAT DEPRESSION:

In 1933, the worst year,

over 15 million Americans (or

1/4 of workforce) were jobless.

Europe was still trying to 

recover from WWI, and the 

Depression really hurt them.

World War II ended the 

Depression.

 



ROOTS OF DEPRESSION:

It is a common misconception 

that the Stock Market crash of 

October 1929 was the sole

cause of the Depression.

The two events were closely 

related, but both were the 

results of deep problems in the 

modern economy that were 

building up during the 1920s.

 



ROOTS OF DEPRESSION:

The “Roaring” Twenties

appeared to be a prosperous 

time, but it was only skin deep. 

(Remember the golden turd?)

Income was unevenly 

distributed. The wealthy made 

large profits, but the majority of

Americans spent more than 

they made, and farmers faced 

heavy debt.

 



ROOTS OF DEPRESSION:

As is typical of post-war 

periods, Americans during the 

1920s turned inward, away 

from foreign issues and

social concerns (“Buh-bye 

Progressives!”) and toward 

greater individualism.

The emphasis was on getting 

rich and enjoying new fads.

 



ROOTS OF DEPRESSION:

The traditional values of rural 

America were challenged by

the city-oriented Jazz Age and

the flappers.

The self-centered attitudes of

the 1920s seemed to fit nicely 

with the needs of the economy.

Items once seen as “luxuries” 

were now “necessities”.

 



ROOTS OF DEPRESSION:

Prosperity could continue only 

if demand was made to grow as 

rapidly as supply.

So, in order to buy stuff, 

customers bought on credit

and installment plans.

Problem: top 0.1% of families 

had a total income equal to that 

of the bottom 42%.

 



The belief that anyone could 

get rich led many less affluent 

Americans to get involved with 

the Stock Market.

This was a very risky practice

that was similar to buying 

products on credit.

 

Investors bought millions of 

shares of stock “on margin”.

STOCK MARKET COLLAPSE:



STOCK MARKET COLLAPSE:

Buying stocks “on margin” was 

a huge gamble. 

 

If you bought stock “on 

margin”, you bought it

“on credit”, and thus relied on 

profits from the purchased 

stock to pay off the

purchase debt.



STOCK MARKET COLLAPSE:

Ex. Let’s say Dr. Hartnell buys 2 

shares of General Electric at 

$100 per share (or $200 total). 

However, Dr. Hartnell does NOT 

have $200. 

He buys “on margin”, which 

means he plans on using the 

money he makes off it to pay 

for the purchase costs.

 



STOCK MARKET COLLAPSE:

Therefore, if his stock 

increases to $300 per share, he

makes a total of $600 (or $400 

profit).

Dr. Hartnell then uses $200 of

the $400 profit to pay for his 

purchase costs. 

 



STOCK MARKET COLLAPSE:

This works well when he is 

MAKING money. If the market 

prices drop, he won’t have 

enough “profit” to pay for

his purchase.

Dr. Hartnell loses everything. 

(Loan sharks/mafia probably 

come for his kneecaps.)

 



STOCK MARKET COLLAPSE:

In short, the stock boom

could not last.

The Stock Market (a “Bull 

Market”) of the late 1920s was a 

classic example of a 

speculative “bubble” scheme, 

so called because it expands 

until it bursts.

 



STOCK MARKET COLLAPSE:

By Fall 1929, confidence that 

prices would keep rising 

faltered, then failed.

Starting in late October, the 

Stock Market plummeted as 

investors began selling stocks. 

October 29th, dubbed

“Black Tuesday”, was the worst 

day of the panic.

 



STOCK MARKET COLLAPSE:

The “Era of Get Rich Quick” 

was over. Jack Dempsey, the 

boxing hero of the 1920s and 

America’s first millionaire 

athlete, lost $3 M ($48 M today).

Cynical New York hotel clerks 

asked incoming guests, “Do 

you want a room for sleeping… 

or jumping?”
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1
1. When did the Great 

Depression begin? When did it 

end?
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2
2. What caused the Great 

Depression? What ended the 

Great Depression?
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3
3. How did spending habits of 

the 1920s eventually cause the 

Great Depression?
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4
4. Using Dr. Hartnell’s 

example, explain how buying 

stocks “on margin” worked and 

why it was so risky.
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5
5. How much money did Jack 

Dempsey lose when the Stock 

Market crashed in 1929? 


