


8. What caused the Wall Street Crash? 

In 1920 there were over 30,000 independent banks in the USA, however, during the course 

of the 1920s around 5000 of these collapsed due to problems caused by lack of rules in the 

banking system. In 1929 around 33% of the country’s wealth belonged to 5% of the 

population, with the other 70% on moderate incomes or living in poverty. Towards the end of 

the 20s trade in America began to slow down (as people had what they needed) and trade in 

Europe did too (due to tariffs and their economies recovering). If you invested $100 in the 

stock market in 1920, if you sold your shares before the crash in October 1929, your 

$100 would now be worth $325!  

CAUSES OF THE CRASH 

 

 People had bought ‘on the margin’ during the 1920s, by borrowing from the bank (loans) to buy 

stocks and shares. This meant they were exposed to risk if things went wrong. 

 The amount of speculators (people who bought shares in the hope that their value would rise, 

without knowing about the companies) grew to a huge amount during the 1920s because most 

people thought investing in stocks and shares was an easy way to make money. This meant that 

a lot of peoples savings were tied up in stocks and shares. 

 Many of the banks had lent the money to people thinking that the stock market was a safe 

investment and easy way for the bank to make money at a „low‟ risk. 

 Companies began to struggle as the consumer goods markets were overstocked and people had 

already bought what they needed by the end of the 1920s, this is called under-consumption. 

This reduced company profits 

 Lower profits eventually meant that the value of many share prices began to reduce and many 

of the stock brokers continued to sell these stocks at a high price which didn‟t match what the 

stock was actually worth. This is called stock fraud. 

 As people saw some share prices falling and rumours of overselling (selling a stock for more 

than it is actually worth) began to spread, some people began to sell their shares. 

 As the newspapers heard these rumours and speculators and trained investors talked between 

themselves, a wave of panic selling sparked the event now known as the „Wall Street Crash‟ 

Stock index‟s are a collection of numbers to show 

people the value of different stocks and shares. 

The employees at the stock exchange control 

these, and the brokers and customers are provided 

with the value of these by people at the stock 

exchange, which is controlled by big banks. 

Businesses try to 

raise money by 

„floating‟ their stock 

at the stock 

exchange, for 

people to invest 

their money in, 

hoping for profits. 

 



9. What impact did the Crash have on the economy?  

‘Black Thursday’ -  24th October 1929 

 
After a previous week of unstable prices on 

the stock market, „Black Thursday‟ saw prices 

plummet and panic selling begin. Investors 

were selling as quickly as possible and 

fortunes disappeared by the minute. This was 

temporarily recovered when the largest banks 

invested a LOT of their own money in stocks 

and shares to try and reassure confidence 

that everything was not going to collapse. 

Economic 

consequence 

Description and explanation of reason  

Trade Fell Foreign trade dropped by 80% between 1929-32, causing the problem of under-

consumption and surplus products to become far worse. The collapse in the stock market 

triggered a huge international depression, with Germany being the worst affected, due to 

their signing of the Dawes Plan (you will find out about this in Y11). 

Unemployment 

went up 

Unemployment rose from 1.5 million in 1929 to 12.1 million by the time of the election 

in 1932. This represented one quarter (one in every 4) of the working age population. 

More severe under 

consumption 

As many had lost their money  on the stock market it meant that people could not afford 

to buy much more than the everyday essentials and even then many couldn‟t even afford 

that! An example of how this reduced is with cars; 4.5 million were produced in 1929, 

but only one million were sold in 1932 (with even fewer produced due to a surplus) 

Bank closures and 

hugely reduced loan 

borrowing from 

banks 

Over 5000 banks had closed in the 3 years after the crash and the banks that were 

left tried to reduce the risks they faced. They did this by not lending to individuals and 

businesses and being super careful about investments 

Monday 28th October 1929 

 
After a weekend of nervousness the stock 

markets opened again. Prices freefell and 

this time the banks didn't step in. 

‘Black Tuesday’ 29th October 1929 

 
The worst day of the crash saw 16 million 

shares traded. Prices collapsed by the 

second. Over $10,000,000,000 (10 billion) 

was wiped off the value of the stock market 

in a single day. Thousands of companies and 

people were bankrupted.  

Long-term impact 

 
This decrease in the stock market continued until 

1932, when the market was only worth 1/5th of what 

it was during the October 1929 crash! 

How did Hoover respond? Did it work? 
 

 He begged employers not to sack workers or cut their pay. They 

didn‟t listen. 

 

 He set up the Reconstruction Finance Commission to make loans for 

businesses. Only a few took this because of the risk. 

  

 Federal Farm Board bought some crops to try and hold up prices. 

It didn‟t work. 

 

 Hawley Smooth Tariff of 1930 increased tariffs for other 

countries bringing goods into the USA. These countries did the 

same back. This made international trade worse. 



10. What are the social consequences of the WSC?  

Farmers 

“Hey there buddy. I‟ve just slaughtered my animals and am using them as food because 

it isn't worth selling them at this low price. People can‟t afford to buy them either! 

The price of crops has gone even lower than in the 1920s and now I can‟t even afford 

to employ anyone to pick them. My crops are literally rotting in the ground!” 

Economic migrants (many of which from Oklahoma (Okies) and Arkansas (Arkies)  

“Not that you can call any farmers lucky, but I‟m one of the less lucky ones! I‟ve lost 

everything and am heading to California to make a new start in life. I‟ve heard that 

people like me are being rejected when they get there. Getting told to go home. That 

can‟t be right? Surely? We‟re all American” 

Farmers in the Mid West 

“Haydeee-haw partner. It‟s been awful dry this last year or two and the ground is no longer 

growing what we need. I‟ve heard they call Oklahoma and our neighbours, Arkansas, the 

„Dustbowl‟. So many people are upping sticks and leaving, but I‟m going to hand around and 

try my luck for one more year. The land will be awful cheap if the rain falls again!” 

Black population 

“I‟ve been sacked in favour of white workers. I thought these days of racism and inequality 

were coming to an end during the 20s. I should have guessed that these white folk would 

protect their own kind. I have a friend who works in the government here in NYC and he 

says that unemployment within the black population is close to six times as much as the 

white workers of this city. I feel worse for those of us living in worse hit cities” 

Homeless 

“Thank God, I hear we are not the only ones in this situation. My family and I are staying in a 

Hooverville, it is basically a shanty town names after our „lame duck‟ President. I saw a newspaper 

on the floor today and it says that this is happening everywhere. Supposedly there are 2 million 

of us  going hungry and staying in Hoovervilles, under bridges, jumping on trains to travel 

searching for work and generally hitch hiking from place to place. I feel less ashamed now” 

Those suffering from Poverty 

“I have applied to the social security scheme (benefits and relief) run by the state, but they say 

there are hundreds of thousands more than they can handle. The central government is refusing to 

do anything to help us. I‟m lucky, there are some people in my apartment block who have it worse. 

Little Timmy Logan is looking a bit thin. It was in the paper than 1 in 5 children aren‟t eating well 

enough to grow properly. The government says the charities should help, but there are simply too 

many of us.” 

Unemployed 

“I lost my job at the steel mill. Construction has ground to a stand still and along with that so has my 

life. Without this money it won‟t be long before my cash runs out and I‟m either living a very limited 

life or become homeless. 14 million they tell me is the unemployment figure for 1933, 14 million!!! Car 

production is down 80% and construction (my industry) is down 92%. What is the world coming to? 

Bonus Marchers 

“In 1924 we were promised a payment of $500 for our services in WWI, to be given to us in 

1945. Now that America has gone down the pan I need the money to take care of me and my 

family. 25,000 of us went and marched for our money, but the government used the army 

against us, breaking up our camps, turfing us out of the city and calling us criminals and 

Communists. Over 70% of us were actually there in WWI and the Government have abused us 

and sent most of us away empty handed. At least the public support us and hate Hoover. 



Hoover Roosevelt 

Lost both parents before the age of 11 Born into a wealthy family 

Became an office boy when leaving school Went to an expensive private school and then to 

Harvard University (world #1 at the time) 

Went to university and became a successful mining 

engineer 

Worked as a successful lawyer before entering politics 

as a senator. 

Became president in 1928 on the back of his ‘rugged 

individualism’ in achieving his own goals. 

Assistant secretary to the American Navy during WWI, 

a widely respected role. 

Known for coordinating a food relief effort to Europe 

during WWI 

Was struck by Polio age 39, but recovered to the point 

of re-entering politics despite his mobility issues. 

Laissez-Faire gained him popularity amongst 

businesses, as they didn‟t want to have restrictions on 

what they can and can‟t do. 

Had become Governor of New York state and had put 

in successful schemes to help the poor such as the 

Temporary Relief Administration. This scheme proved 

popular with the poor, but easy to criticise for his 

opponents. 

Was a multi-millionaire by the age of 40  

The election of 1932 was a landslide victory for the Democrat candidate Franklin Delano Roosevelt (FDR), 

winning 22.8 million votes against 15.8 million for President Hoover. Of the 48 states in the USA in 1932, 

42 of them chose Roosevelt. The Republican president, Herbert Hoover, was suffering heavily due to the 

impacts of the Wall Street Crash and the fact that he had kept his Lassaiz-Faire policies and promised that 

‘prosperity is just around the corner’ since 1929, with very little positive signs of recovery. 

11. Why did Roosevelt win the election of 1932? 

Hoover’s election promises Roosevelt’s election promises 

 Promised more Lassaiz-Faire / hands off 

approach from government and promised that 

businesses would recover the country from the 

depression.  

 Believed that relief payments and schemes 

should be provided by local governments (state 

governments) rather than federal government 

(central government).   

 He also believed that charities should have a 

big role to play in relief. 

 Maintain enforcement of prohibition 

 Government schemes to provide more jobs by 

creating agencies to work on infrastructure 

projects  

 Policies to revive industry and agriculture  

 Relief and other measures to support the 

unemployed 

 Protection for workers against irresponsible 

employers 

 Repeal the 18th Amendment (end prohibition) 

To summarise, Roosevelt won because people respected the fact he had been through personal trauma, 

he was an excellent speaker, his policies made sense in comparison to Hoover’s continued ideas and the 

fact that the depression had made everyone in America interested in change because of the suffering. 



PART 5: TOP 15 QUIZ 
 

1. How many banks collapsed during the 1920s? 

2. How many banks collapsed between 1929-33? 

3. How much would $100 be worth if you invested it in the 

stock market in 1920 and withdrew in 1929? 

4. What is the stock and share index? 

5. List 5 causes of the Wall Street Crash and label them as 

long term and short term causes. 

6. What happened on „Black Thursday‟ and „Black Tuesday‟ 

and what dates were these? 

7. What 4 economic consequences of the WSC impacted on 

America? 

8. Which Tariff, introduced in 1930, increased the amount 

charged to companies importing goods into America? 

9. Give 3 facts about Hoover and Roosevelt‟s backgrounds 

10. Describe what Hoover promised if he won in 1932 

11. Describe what Roosevelt promised if he won in the 1932 

election 

12. What is the „Dustbowl‟ and what did many people who 

were impacted by this do? 

13. Find 6 statistics which show the impact of the Wall 

Street Crash and Depression. 

14. Who were the bonus marchers and why were they angry? 

15. Why would the public support the bonus marchers? 

 

 



EXAM QUESTIONS: Wall Street Crash 

DESCRIBE: 

 
Describe the events of the Wall Street Crash (4 marks) 

 

Describe the causes of the Wall Street Crash (4 marks) 

 

Describe the social consequences of the Wall Street Crash (4 marks)  

 

What were the main effects of the Wall Street Crash for American people?  

(4 marks)  

 

EXPLAIN: 

 
Explain why Roosevelt won the election of 1932 (6 marks) 

Explain how speculation on the stock market contributed to the Wall Street 

Crash (6 marks) 

Explain how the Wall Street Crash affected the American people (6 marks) 

 

EVALUATE: 

 
„Roosevelt‟s victory in the Presidential election of 1932 was due to President 

Hoover‟s unpopularity.‟  

How far do you agree with this statement? Explain your answer  (10 marks)  

 

How far was „buying on the margin‟ the main cause of the Wall Street Crash?  

Explain your answer (10 marks) 

 

„The effects of the Wall Street Crash were mostly economic‟ 

How far do you agree with this statement? Explain your answer (10 marks) 

 

 

 


