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Trading-Business History of Panics

Interesting Dates
Late 1636 - 'Tulipomania' in Holland, led to classic market collapse; prices of Switsers bulbs (one example) rose 12-fold January 1, 1637 to February 3 peak at 1,500 guilders a pound (about four years’ income for a master carpenter; modest house in Haarlem cost about 1,000 guilders); February 1637 - prices fell by about 90 per cent.

1711 - Incorporation of South Sea Company, in London.
1720 - South Sea Bubble, a stock-market crash on Exchange Alley – government assumes control of National Debt.
October 12, 1837 - To quell Panic of 1837 (expansion and over-extended credit) the House sanctioned the use of Treasury notes, provided that they didn't exceed $10 million; Congress's efforts to stabilize the nation's currency failed to lift the depression, continued to plague the country for the next seven years. 
August 24, 1857 (-1859) - Failure of New York branch of the Ohio Life Insurance and Trust Company (had loaned $5 million to railroad builders, had been swindled out of millions by the manager of its New York branch, unable to pay extensive debt to Eastern bankers) = catalyst for Panic of 1857: European demand for American grain crops fell drastically (end of the Crimean War reopened Western European markets to Russian grains); bumper crops produced glut of agricultural goods (lower prices, less profit for American farmers, inability to pay debt to Eastern merchants and bankers); United States ran a trade imbalance with foreign nations (gold was being drained from the country); banks raised interest rates (desperately sought to build up their gold reserves - fell by $20 million by mid-September, worsened when the steamer Central America, with $1.6 million in gold and 400 passengers, was lost at sea in a hurricane); much of the investment in railroads and land was speculative (credit-based, not expected to be profitable for years); by December - 4,923 businesses closed, loss from business failures in New York City alone was $120 million; economic repercussions spread to Europe and South America, immigration to the United States dropped substantially; low tariffs sustained South's cotton trade with Europe and its overall economy ( widened existing gap between the economic interests of the North and South).
September 24, 1869 - "Black Friday" crash of gold prices as Grant administration foiled attempts by financiers Jay Gould and James Fisk try to corner the gold market; price of gold rose to $160 - $162  (Gould and Fisk thought it would break $200 per ounce); Treasury Secretary George Boutwell realized what the speculators were up to, and that the federal government should increase its gold sales to stabilize the market, or risk devaluing greenbacks, government bonds, and American credit; sent a telegram to assistant treasury secretary Daniel Butterfield (in charge of gold sales) in New York to sell $4 million in gold and buy $4 million in bonds; effect = premium over face value on a gold Double Eagle fell from 62% to 35%, gold fell to $133 within a few minutes; stock prices fell  20%; export agricultural product prices (mainly grain crops) fell over 50%; several brokerage firms went  bankrupt; national economy severely disrupted for months. 
September 18, 1873 - Panic of 1873 began with closing of Jay Cooke and Co., one of the country's most reputable brokerage houses (formed January 1, 1861, known as the "financier of the Civil War", raised more than $3 billion dollars for the federal government's war effort through various loans and sale of government bonds; following the war, Cooke invested in numerous additional industries - coal and iron mining, life insurance, railroads; played a major role in financing expansion of the Northern Pacific Company to build a transcontinental railroad). Decision to fund a second transcontinental railroad line proved disastrous, resulted in bankruptcy - 37 banks and two brokerage houses closed their doors on this day.

September 20, 1873 - The Panic of 1873, triggered by overspeculation, continued to wreak havoc on the nation's economy. The New York Stock Exchange closed for ten days to wait out the worst of the crisis. The secretary of the Treasury pumped $26 million of new currency into the economy, swelled the amount of paper money in circulation to $382 million. Panic did not subside, economy continued its slump through the end of the decade.
May 5, 1893 - Panic hit the New York Stock Exchange and the stock market crashed; by year's end, the country was in a severe depression.
June 27, 1893 - The New York stock market crashed.
November 9, 1903 - Panic of 1903 (known as the "Rich Man's Panic") reached its low; Dow dropped to 42.15; stocks of industrial companies fell to single-digit prices; fiscal crisis dragged on for the rest of the year, took severe toll on banks, many steel and iron producers.
October 1, 1907 - The nation plunged into the Panic of 1907 (lasted until fall of 1908); run on the Knickerbocker Trust in New York, which lacked resources to pay out to the demanding public, ultimately toppled the economy; President Roosevelt enlisted the aid of his one-time enemy, financier J.P. Morgan, who capitalized on his considerable reputation to borrow $1 million in gold from European countries. Outside U. S. Subtreasury building at Wall and Broad St. in October 1907 (below)
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October 24, 1929 - "Black Thursday: stock prices plummeted, a record  12,894,650 shares traded on the New York Stock Exchange (preview more difficult times ahead for Wall Street). 
October 29, 1929 - "Black Tuesday" descended upon the New York Stock Exchange; 16,410,030 shares traded on the New York Stock Exchange, prices collapsed (from a peak reached in August 1929) amid panic selling, thousands of investors wiped out as America's Great Depression began; 1932 - stocks were worth only about 20 percent of their value in the summer of 1929; 1933, nearly half of America's banks had failed, and unemployment was approaching 15 million people, or 30 percent of the workforce.
October 19, 1987 - The stock market crashed as the Dow Jones Industrial Average plunged 508 points, or 22.6 percent in value - its biggest-ever percentage drop; inflation and rising interest rates, the announcement of a surprisingly steep trade deficit and news of an American attack against Iran were both blamed for Wall Street's woes.
August 1995 - Netscape IPO; March 2000 - NASDAQ peaked above 5100 = period of dot.com bubble.
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Business History Links 

Looking Back at the Crash of '29 http://www.nytimes.com/library/financial/index-1929-crash.html                 Special feature from 1999 recounting the history of the U.S. stock market crash in October 1929. Provides images of The New York Times front page and archived articles from the time period. From the website for The New York Times. 
Sunk in Lucre's Sordid Charms: South Sea Bubble Resources in the Kress (Collection at Baker Library)                     http://www.library.hbs.edu/hc/ssb/                                                                       The very name "South Sea Bubble" conjures an image of a marauding marine monster seeking to prey on unsuspecting spice traders and thieving pirates. Actually, the South Sea Bubble refers to a "complex network of intersecting financial, legal, political, and cultural factors" which contributed to the "bubble" in question. This bubble led to the total collapse of the South Sea Company in 1720, which led to a massive series of financial catastrophes. Visitors can click on the "What is the South Sea Bubble?" to learn a bit more about the basic outline of the history of this financial collapse and then move to the actual collection of items: topical lists divide into headings such as "Commerce and Trade", "Government and Politics", "Crime and Law", and "Finance". Each contains complete bibliographical information, and visitors can also click on the "List All Digital Content" link to find the items that are currently available directly through this site. A "Project Overview" provides a brief sketch of how this collection was created.
Stock Market Crash [1929]  http://www.pbs.org/fmc/timeline/estockmktcrash.htm
Concise summary of the U.S. stock market crash of 1929, including the events leading up to the crash and the effect of the crash on the economy. Also includes links to interviews with two history professors about the 1929 crash and related topics. From the Public Broadcasting Service (PBS) special program "The First Measured Century."
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