
In the 1920s, life was good for 
most Americans—and great 
for many. Prosperity built on 
the new economic premise of 
“buy now, pay later” ruled the 
decade known as the Roaring 
Twenties. Then the bubble 
burst, and America’s house of 
cards came tumbling down. 

With stunning suddenness, the stock market Crash of ’29 
revealed the flaws in America’s economy and plunged the 
nation into the worst depression it had ever known. The 
troubled citizenry called on its newly elected president to 
lead it out of economic chaos.

Franklin Delano Roosevelt, the thirty-second 
president of the United States, stood forth to meet the 
challenge. At his inauguration in March 1933, he told the 
American people they had nothing to fear but fear itself. 
FDR calmed their fears and embarked on a whirlwind 
program of domestic reform. His program became known 
as the New Deal. It empowered the government like never 
before—and changed the face of America forever.
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Good Times to Bad Times
In	late	October	of	1929,	the	fortunes	of	three	million	Americans	fell	like	so	many	
autumn	leaves	on	a	windswept	day.	Few	saw	the	financial	calamity	coming,	though	
many	should	have.	Symptoms	of	a	flawed	economic	system	had	started	to	accu-
mulate	in	the	United	States	shortly	after	the	end	of	World	War	I.	During	the	Roaring	
Twenties,	a	decade	of	prosperity	and	excesses,	warning	signs	went	unnoticed—or	
at	least	unheeded.

Before	World	War	I,	American	consumers	had	purchased	most	goods	with	
cash.	Beginning	about	1923,	however,	enterprising	lenders	and	providers	intro-
duced	the	concept	of	“buy	now,	pay	later.”	Advertising	agencies	and	merchants	
began	to	hype	products	of	every	description.	Millions	of	eager	Americans	lined	
up	to	seize	their	share	of	“the	good	life”	today	rather	than	tomorrow.

By	1927,	American	consumers	were	purchasing	about	three-quarters	of	
their	furniture,	phonographs,	washing	machines,	and	cars	on	credit.	Installment	
buying	accounted	for	more	than	half	of	all	purchases	of	radios,	pianos,	sewing	
machines,	 vacuum	cleaners,	 and	 refrigerators.	 In	barely	 four	years,	borrowing	
against	future	earnings	had	become	rooted	in	the	American	way	of	life.

Mortgaging	their	future	paychecks	for	instant	gratification	worked	well	for	
many	Americans,	so	long	as	the	economy	prospered.	From	1921	to	1928,	under	
U.S.	presidents	Warren	G.	Harding	and	Calvin	Coolidge,	a	generally	prosperous	
economy	produced	a	rise	in	production.	Increased	production	created	more	jobs.	
More	workers	produced	more	money	for	more	purchases.	Consumers—now	used	
to	credit	spending—bought	still	more	on	payment	plans.	The	economy	spiraled	
upward	on	promises	to	pay.	No	one	seemed	to	care	that	a	reversal	of	this	trend	
would	send	the	economic	spiral	spinning	downward.

As	a	leading	indicator	of	America’s	prosperity	in	the	1920s,	stock	trading	
soared.	Most	analysts	agree	that	the	rise	in	stock	prices	was	justified	until	early	
1928.	By	then,	however,	the	market	had	become	a	bubble.	The	prices	paid	by		
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investors	had	surpassed	any	reasonable	expec-
tation	of	future	earnings.	The	first	stirrings	of	
trouble	ahead	were	felt	on	the	stock	exchange	
in	 September	 1929.	 Stock	 prices	 collapsed	
unexpectedly	but	recovered	quickly.

Then,	 on	 Wednesday,	 October	 23,	 a	
torrent	of	stock	liquidations	flooded	the	New	
York	Stock	Exchange.	More	than	six	million	
shares	changed	hands	in	the	great	hall	at	Broad	
and	 Wall	 Streets.	 The	 ticker	 that	 flashes	
transactions	across	the	country	fell	two	hours	
behind.	Paper	values	of	some	four	billion	dol-
lars	 were	 swept	 away	 before	 the	 close	 of	
trading.	On	Thursday	morning,	investors	still	
held	 hopes	 for	 some	 miraculous	 reversal	 of	
fortune.	It	did	not	come.

“The	market	opened	steady	with	prices	
little	changed	from	the	previous	day,	 though	
some	rather	large	blocks,	of	20,000	to	25,000	
shares,	came	out	at	the	start,”	reported	finan-
cial	writer	Elliott	V.	Bell.	“It	sagged	easily	for	
the	 first	 half-hour,	 and	 then	 around	 eleven	
o’clock	 the	 deluge	 broke.”1	 Shares	 changed	
hands,	continued	Bell,

with	a	speed	and	ferocity	that	left	men	dazed.	The	bottom	simply	
fell	out	of	the	market.	From	all	over	the	country	a	torrent	of	selling	
orders	poured	onto	the	floor	of	the	Stock	Exchange	and	there	were	
no	buying	orders	to	meet	it.	.	.	.	Within	a	few	moments	the	ticker	
service	was	hopelessly	swamped	and	from	then	on	no	one	knew	
what	was	really	happening.	.	.	.	The	last	quotation	was	not	printed	
on	 the	 tape	until	 7.08	1/2	 p.m.,	 four	hours,	 eight	 and	 one-half	
minutes	after	the	close.	In	the	meantime,	Wall	Street	had	lived	
through	an	incredible	nightmare.2

A poster for an 1890 stage 
play foretells the dangers of 
investing in the stock market.
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The	stock	market	had	fallen	into	absolute	disarray.	A	record	12.9	million	
shares	had	 traded	hands.	Several	of	New	York’s	 leading	bankers	 tried	 to	calm	
rapidly	mounting	fears	with	huge	infusions	of	their	own	money.	Newspapers	around	
the	 nation	 joined	 in	 with	 assurances	 from	 the	 high	 and	 the	 mighty.	 President	
Herbert	Hoover	himself	issued	a	White	House	statement	to	inspire	confidence	in	
the	system.	He	reminded	Americans:		“The	fundamental	business	of	the	country,	
that	is,	production	and	distribution	of	commodities,	is	on	a	sound	and	prosperous	
basis.”3	It	was	a	fair	evaluation	based	on	what	he	knew	at	the	time,	but	the	financial	
situation	remained	in	a	state	of	flux.

Trading	stabilized	somewhat	on	Friday	and	Saturday,	but	prices	began	
slipping	again	by	session’s	end	on	Saturday.	On	Monday,	panic	set	in	again.	Prices	
plunged.	Steel	dropped	17.5	points,	General	Electric	47.5,	Allied	Chemical	36,	
Westinghouse	34.5,	and	on	it	went.	By	day’s	end,	it	had	become	obvious	that	efforts	
by	the	bankers	to	halt	the	run	on	stocks	had	failed.	But	the	worst	would	come	the	
next	day.

A lone Wall Street broker at his station in 
the vacant hall of the Stock Exchange

Pandemonium 
came crashing 
down on the 
Great Hall of the 
New York Stock 
Exchange on 
Tuesday, October 
29, 1929.
Toppling fortunes 
turned this empty 
chamber into a 
riotous throng of 
frenzied traders, 
as almost  
13 million shares 
changed hands.
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“Within	half	an	hour	of	 the	opening	the	volume	of	 trading	had	passed	
three	million	shares,”	wrote	social	historian	Frederick	Lewis	Allen,	“by	twelve	
o’clock	it	had	passed	eight	million,	by	half-past	one	it	had	passed	twelve	million,	
and	when	the	closing	gong	brought	the	day’s	madness	to	an	end	the	gigantic	record	
of	16,410,030	shares	had	been	set.”4	It	was	Tuesday,	October	29,	1929—known	
then	and	ever	afterward	as	Black	Tuesday.	It	was	the	day	that	the	stock	market	
crashed	and	shook	the	world.

$$$
After	the	“crash	of	1929,”	as	the	Wall	Street	meltdown	came	to	be	called,	

Americans	entered	into	a	decade	of	despair	known	as	the	Great	Depression.	One	
of	the	enduring	myths	of	the	twentieth	century	holds	that	the	crash	of	the	stock	
market	caused	the	Depression.	Most	scholars	agree,	however,	that	it	was	only	a	
symptom	of	long-term	problems	in	the	nation’s	economic	system.	The	crash	had	
burst	the	bubble	of	soaring	stock	prices,	risky	business	ventures,	and	increased	
credit	 spending.	 It	 revealed—but	 did	 not	 create—the	 flaws	 in	 the	 economic	
system.

Historian	Samuel	Eliot	Morison	 later	observed,	“Economic	analysis,	a	
science	then	in	its	infancy,	failed	to	discern	the	serious	faults	in	American	and	
European	economics	and	their	increasing	vulnerability	to	shock.”5	The	true	causes	
of	the	Depression	were	several	and	varied,	and	had	been	forming	over	the	previous	
decade.	Major	causes	included	out-of-control	speculation,	reckless	business	expan-
sion,	and	little	oversight	and	loose	regulation	of	 the	U.S.	banking	system.	The	
surge	 in	 consumer	 credit	 spending	 added	 another	 stress	 factor.	 (Today,	 these	
contributors	 to	 economic	 collapse	 might	 seem	 all	 too	 familiar	 to	 many	
Americans.)

Moreover,	the	prosperity	of	the	1920s	had	not	reached	out	to	large	sections	
of	the	nation.	By	decade’s	end,	more	than	half	of	all	American	families	lived	on	
the	edge	of	poverty.	These	struggling	families	were	too	poor	to	join	the	credit	revolu-
tion.	Eventually,	manufacturers	produced	more	goods	than	qualified	consumers	
could	purchase.	An	excess	of	goods	caused	an	imbalance	between	supply	and	
demand.	This	added	to	the	strain	on	an	already	overburdened	economy.

Because	the	crash	occurred	on	President	Herbert	Hoover’s	watch	(1929–
1933),	history	has	assigned	much	of	the	blame	to	him	for	the	ensuing	hard	times.	
Hoover	was	a	former	mining	engineer	and	U.S.	secretary	of	commerce.	At	first,	
he	thought	that	the	economic	downturn	was	one	of	a	cyclical	pattern.	Recessions	
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had	occurred	periodically	in	America’s	past.	He	adopted	a	policy	embodied	in	a	
comment	once	made	by	Democrat	Grover	Cleveland.	With	regard	to	the	recession	
of	1893,	Cleveland	had	said:	“It	is	the	business	of	the	people	to	support	the	govern-
ment,	but	it	is	not	the	business	of	the	government	to	support	the	people.”6	Hoover’s	
initial	“do	nothing”	approach	did	not	work,	and	he	turned	to	a	policy	of	partial	
intervention.

Shortly	after	the	crash,	Hoover	called	on	business	leaders	not	to	lay	off	
workers	or	 to	cut	wages,	and	even	to	 increase	wages.	He	felt	 that	maintaining	
wages	was	essential	 to	 restoring	and	sustaining	prosperity.	Hoover	 federalized	
parts	 of	 the	 credit	 system.	 He	 further	 tried	 to	 raise	 spending	 levels	 through		
government-sponsored	action	by	business	leaders.	In	1930,	he	raised	tariffs	under	
the	Smoot-Hawley	Tariff	Act—which	actually	worked	against	 recovery	efforts.	
Two	years	later,	he	signed	into	law	the	Revenue	Act	of	1932.	It	was	then	the	largest	
peacetime	tax	hike	in	U.S.	history.

In	the	summer	of	1932,	Hoover	ordered	the	dispersal	of	the	“Bonus	Army”	
in	Washington,	D.C.	Almost	20,000	World	War	I	veterans	and	their	families	had	

Americans left with money after the 
Crash could find great bargains at the 
expense of those less fortunate.

More than 
three million 
Americans lost 
their fortunes in 
1929. Overnight, 
investors in the 
stock market went 
from rich to poor. 
The Great Crash 
forced countless 
once-affluent men 
to sell almost all 
of their belongings 
just to provide 
food and shelter 
for their families.
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camped	near	the	Capitol	to	demand	early	payment	of	their	bonuses.	Army	troops	
led	by	General	Douglas	MacArthur	drove	out	the	protesters	and	burned	their	camp.	
An	 enraged	 public	 outcry	 erased	 whatever	 chances	 remained	 for	 Hoover’s		
reelection	later	that	year.

On	the	plus	side,	Hoover	initiated	public	works	construction	on	the	San	
Francisco	Bay	Bridge,	the	Los	Angeles	Aqueduct,	and	the	Hoover	Dam.	He	finally	
supported	relief	to	farmers	through	the	Reconstruction	Finance	Corporation.	The	
Federal	Home	Loan	Bank	Act,	passed	in	1932,	ranked	high	among	his	achieve-
ments.	It	helped	hard-pressed	homeowners	to	avoid	foreclosure.

President	Hoover’s	best	efforts	failed	to	lead	the	nation	out	of	economic	
decline,	 and	 the	 nation	 plunged	 deeper	 into	 depression.	 His	 critics	 say—	
arguably—that	 the	 solutions	he	offered	 failed	because	he	did	not	use	 the	 full	
resources	of	the	government.	In	any	event,	millions	of	Americans	began	to	call	
for	a	new	approach	to	the	worsening	situation.	New	York	Governor	Franklin	Delano	
Roosevelt	answered	their	call	for	new	solutions.

Hoover Dam, located 30 miles southeast of 
Las Vegas, Nevada, is a lasting tribute to its 
namesake, President Herbert Hoover. 

Construction 
began on the dam 
under Hoover in 
1931 and ended 
under FDR in 
1936. It was 
designated a 
National Historic 
Monument in 
1985.
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