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U.S. Stock Market during the 1920s
The Boom

For stock market investors, the 1920s appeared to be a dream-come-true. From 1925 to 1929, the average price of common stocks on the New York Stock Exchange more than doubled. The world economy was booming as the stock market continued to rise to unparalleled heights.

Everyone thought -- or wanted to think -- that the growth would never end. The "bull market" motivated thousands of Americans to buy stocks "on margin." This meant that investors bought stock by borrowing huge amounts of money from the broker. Although this was a major financial risk, most people did not see it that way. They figured that once their stocks increased enough, they could sell them at a huge profit and easily pay back the broker. In pursuit of fortune, many invested their life savings. By 1929, over a BILLION shares were traded! To meet the demand, the stock exchange added 275 new seats and built a second trading floor. The stock market continued to spiral upward until October 24, 1929.

The Crash

No one saw it coming. Although the stock market had a few setbacks in 1929, most people felt that the overall growth would continue for years. On October 22, a NEW YORK TIMES article quoted a noted economics professor who predicted that the market would soon return to "steady increases."


On October 24, stock prices began to fall and brokers began to sell. By noon, millions of shares had been sold. The selling frenzy continued all afternoon. By closing, 13 million shares had been traded and the market dropped four billion dollars. People who had invested their entire life savings during the boom were now bankrupt. Many banks and businesses were forced to close. But the worst was yet to come.


On October 29, later nicknamed "Black Tuesday," the stock market crashed. On that day, over 16 million shares of stock were sold and the market fell over 14 billion dollars. By comparison, the entire budget of the U.S. Government that year was three billion dollars. Brokers screamed as hysterical visitors were taken away by the police. In one day, the United States lost more capital than it had spent in all of World War I.

Economic Collapse

No economic crisis in American history had been as severe as the Great Depression. It began in October 1929 in New York City at the time of the stock market crash. With the population of the United States at about 125 million, in 1929 fewer than two million people were unemployed countrywide; in 1930, eight million had no jobs; in 1931, thirteen million were without work. The jobless rate would peak between 1932 and '33 when sixteen million men -- or about one third of the national labor force -- were out of work. 



Construction all but stopped. Even established industries, like railroads and publishing, failed. Many unskilled laborers were turned out of work, white-collar workers fell into the ranks of the unemployed masses, and even the professional class was hit by this tragedy. One out of three Brooklyn doctors went out of business. Six out of seven architects had to find other means of employment to support themselves and their families. 


The newly rich returned the shiny new motorcars they'd bought on credit and the working poor were evicted. Everyone knew someone who had lost his livelihood. Some men, embarrassed that they no longer had work, pretended they still did. They left their houses in the morning dressed up in suits, but with their briefcases empty.

Answer the following questions in complete sentences.

1. Explain how investors bought stock “on margin.”

2. What needed to be added to the New York Stock Exchange in the 1920s?

3. Describe what happened on “Black Tuesday.”   

4. What began in America as a result of the stock market crash?

5. What were some of the unemployment stats during the 1930s?

6.  Due to embarrassment, what did some business men do during The Great Depression?
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