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LESSON #2 – The Crash of the Economy
(2/29)

VOCABULARY 8:2

Buying on Installment Plan (235)

Hawley-Smoot Tariff (236)

Federal Reserve Board 

Unemployment (From notes)

Bread Line

Soup Kitchen

• ESSENTIAL QUESTIONS

5. What describes the 
Great Depression?

6. The stock market crash 
caused a loss of 
investments. How did 
this lead to the Great 
Depression?



LESSON #1 – The Crash of the Economy
(2/24)

ESSENTIAL QUESTIONS

3. Why is a Bull Market 
good for investors?

4. Why can a long Bull 
Market become a 
problem?

VOCABULARY

Herbert Hoover (232)

Stock Market

Bull Market (233)

Speculation

Buying on margin

Margin call

The Great Crash

Black Tuesday (234)

A bank run



The Crash of the Economy

Intro thoughts

What does prosperity mean?
What does it look like?

America has a strong economy. 
Why?



Imagine 
this…

The economy drops into a recession. Fewer people buy cars.
Who gets effected?
• How are owners of the factories making the cars reacting?
• Also, less steel is needed because car makers don’t need as much.
• What will the owners of the steel making factories do?
• How about the tire manufacturers?
• Think about other product, like rubber producers…
• Who else is effected?
• What will the owners of all of these industries do?
• Now, fewer people are working
• Also, the workers who are lucky still have jobs, but most are 

worried they could lose their jobs at any time; some have had their 
salaries cut, and deeper cuts could be expected.

• Do families rush to purchase new cars in that climate?
• What will this mean to the entire cycle we just talked about?



Main Notes

The Roots of the Great Depression 



Issues with Income

• Working Americans did not earn 
enough to buy the products they 
helped to make

• Incomes had been rising, but 
slowly

• In early 1900s, avg income rose 
by 8%, at same time…

• Output rose by 32%

• Where did the money go?

• 65% Americans earned just over 
$200/month



Suffering of farmers

• Farmers had prospered during WWI

• Why?

• Food was in high demand
– Feed the soldiers

– Sell to the allied countries for their troops

• Prices went up – stability for farmers STRONG

• Why?

• They borrowed $$ to buy more land and 
modern equipment to produce more food

• What do you think happened after the war?

• After the war, demand decreased



THE CRASH OF THE ECONOMY

http://www.history.com/topics/great-depression

Watch this 10m intro vid.

http://www.history.com/topics/great-depression


What was the Great Depression

• The Great Depression (1929-39) was the 
deepest and longest-lasting economic 
downturn in the history of the Western 
industrialized world. 

• The stock market crash of October 1929
erased millions in investments. But it what 
happened next that became “the Great 
Depression.” 

• Over the next several years, consumer 
spending and investment dropped, causing 
steep declines in industrial output and 
rising levels of unemployment as failing 
companies laid off workers. 



Unemployment Appeared

• Consumer confidence vanished. 

• The downturn in spending and 
investment led factories and other 
businesses to slow down 
production and construction.

• They began firing their workers. 

• For those who were lucky enough 
to remain employed, wages fell 
and buying power decreased. 

• Many Americans forced to buy on 
credit, and then fell into debt, and 
the number of foreclosures and 
repossessions climbed steadily. 



Unemployment

• By 1933, at the height, 15 
million Americans were 
unemployed and nearly half of 
the country’s banks had failed. 

• The the economy would not 
fully turn around until after 
1939, when World War II 
kicked American industry into 
high gear.



Society began to suffer

• By 1930, the country’s industrial 
production had dropped by half. 

• People desperate for food stood 
for hours in lines for bread or 
soup. They became known as 
“Bread lines” and “soup kitchens”

• Homelessness became more and 
more common. 

• Farmers couldn’t afford to 
harvest their crops, and were 
forced to leave them rotting in 
the fields while people elsewhere 
starved.





Bank failures
• In the fall of 1930, the first of four 

waves of banking panics began, as 
large numbers of investors lost 
confidence in the solvency of their 
banks and demanded cash for 
their deposited $$.

• Banks didn’t have most of the $$ 
in their safes, and to find the $$ 
for the demands, they had to 
liquidate loans. 

• Bank runs swept the US again in 
the spring and fall of 1931 and the 
fall of 1932, and by early 1933 
thousands of banks had closed 
their doors. 





US Government Response

• President Hoover, believed that 
government should not directly 
intervene in the economy, and 
that it did not have the 
responsibility to create jobs or 
provide economic relief for its 
citizens. 

• In 1932, with more than 20 
percent of the U.S. population 
unemployed, every U.S. state 
had ordered all remaining banks 
to close at the end of the fourth 
wave of banking panics. 


