The Crash of ’29 – Film Notes
People called the 1920’s “the Age of Prosperity” & “The New Era”.  People were optimistic that the prosperity they experienced in the ‘20s would last forever.

A hit song of 1929 was called “Blue Skies” – the lyrics said “…blue days, all of them gone, nothing but blue skies from now on.” 

Stock prices had been rising for eight strait years. Some saw investing in the market as a new way to make a fortune.

March 4th 1919 President Hoover made clear in his inaugural address that he believed that the Federal Government should not interfere with or regulate the Stock Market. A Laissez Faire approach was common in this era. Most governments felt that the Economy would regulate itself according to “natural laws of economics”.  President Herbert Hoover,  in his acceptance speech at the Republican National Convention, had declared with sincerity that "we shall soon, with the help of God, be within sight of that day when poverty will be banished from this nation."

William Durant, the former head of General Motors was said to control 2-5 Billion dollars as a stock speculator.

Jesse Livermore never had another job other than speculating in stocks. He was worth about 100 Million Dollars.

Charlie Mitchell was VP of National City Bank. 

Michael Meehan was a speculator who put Brokerage Offices on Ocean Liners specialized in RCA stock. He ran the most successful “pool” of RCA stock & made more than $100 Million in one week.

Throughout the ‘20’s people had been encouraged to buy automobiles, homes, & new electrical appliances such as radios. Ordinary people who were not rich could only buy such expensive items on credit. It was during the 1920’s that banks began loaning people money to buy consumer goods. 
It was Charlie Mitchell, V.P. of National City Bank, who first proposed the idea of loaning ordinary people money to buy stocks in the stock market. This practice was called buying “on Margin”.  A person would only have to put 10% down and they could use the stock itself as collateral for the loan.

When the stock prices went up, they could reap the profit and pay off the loan.

The Stock Market entered Popular Culture.  
Newspapers, magazines, music, & theater all began to get caught up in the speculative frenzy.  Comedian, Groucho Marx put all his life savings into the Stock Market.

Unfortunately for the “average guy”, the stock market of the 1920’s was not a “level playing field”.  Wealthy investors & Stock Brokers often collaborated to drive the price of a stock up in order to stimulate buying by the general public. They would practice what is known as “Pooling”.  The wealthy speculators would trade among themselves to drive the price of their chosen stock up, and then sell at an agreed upon price, causing stock prices to fall. Investors left with the stocks lost everything. 
Many people began to criticize the market because it was based on borrowed money and stock prices no longer realistically reflected the health of the country’s economy. Even as the auto industry was laying off workers because sales were down, it’s stock prices rose to higher and higher levels.

Mafia kingpin, Al Capone criticized the market, saying “It’s a racket – those guys are crooked”. 

The Federal Reserve board boosted interest rates in an attempt to slow the speculative buying. In March, investors got worried and began to sell stocks. Charlie Mitchell, VP of National City Bank, said it would provide 25 Million Dollars in credit to investors. This saved the market from a severe crash.

In the summer of 1929, the rising market continued as the Dow Jones Industrial Averages reached new highs.  
On Sep 2nd 1929, Astrologer, Evangeline Adams predicted that “the Dow (Dow Jones Industrial Averages) could climb to heaven”.  On Sep 3rd the Dow hit an all-time high.
On Sep 5th economist Roger Babson criticized the speculative frenzy, saying that a “crash is inevitable”. This time some investors listened and the Dow took a serious dip. It recovered a bit, and then declined again. 

Between Sep 5th – 25th the market fluctuated wildly. 
On Monday Oct 21st President Hoover visited Ford & Edison to celebrate the 50th anniversary of Edison’s electric light. The President told his broker to sell off his stocks.
Fear & Greed are the two most important emotions on Wall Street. Greed fueled the speculative frenzy, and now fear was beginning to spark the largest crash in history.

Thursday, October 24th was the 1st “Black Thursday”. The market tumbled out of control.

At noon, Tom Lamont, the acting head of J.P. Morgan & Co. bank met with a group of bankers who provided money to ease the credit crunch and end the panic for that day.

Over the weekend investors had a chance to reflect on what had happened that week and decided that Monday would be a good day to sell their stocks & get out of the volatile market. A wave of selling hit the market on Monday.

Tuesday, October 29th – “Black Tuesday” – Stock prices tumbled out of control again, and this time it couldn’t be stopped. William Durant tried to support the Market by himself by sinking his own money into it. He lost his fortune. He joined the ranks of thousands of investors who lost all they had to the great Crash of ’29. Everywhere there were rumors of brokers & speculators who jumped out of windows in the skyscrapers of Wall Street. Many of these rumors were false, but some were true. Many people’s personal fortunes were lost in one chaotic day. Groucho Marx lost all of his life savings when the Market crashed. Wealthy investors sailing from England to New York aboard the luxury liner U.S.S. Berengaria had left Europe wealthy men but landed in New York penniless.
Not everyone lost money on Black Tuesday. Jesse Livermore said he made more money on October 29th than he had ever made before.

Charlie Mitchell was 12 Million dollars in debt, but over the years he recovered from the financial disaster. 

In 1936 William Durant filed for bankruptcy. He died in 1947, still trying to make a come-back. 

The federal government, in an attempt to stop the “abuses” that led to the crash, formed the Securities & Exchange Commission, which changed many of the rules of  which speculators had taken advantage. In 1940, the day before Thanksgiving, Jesse Livermore walked into a men’s restroom and shot himself in the head. He had made a lot of money in “the Crash of ‘29” but apparently didn’t want to live in a world where the government put restrictions on the “game” he loved so much.

