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                                                     Stock Market Collapse  

          Today one of the biggest indicator of how the economy of the United State of America is 

the stock market. The Stock Market is a place were the buying and selling of stocks occur. Stocks 

are shares of a company that are sold to the general public when a company goods public. The 

reason why a company would want to go public is to raise money to reinvest in the company for 

either expansion, new projects and just simple to increase manufacturing of a current product. 

The stock market is important to the economy because it provides funds to companies to 

maintain in business. When the funds are used for expansion it provides the people of the United 

States with jobs. It also provides an opportunity for investor to gain interest on their share from 

the stock purchased. Since businesses today have become a custom of relying on stocks to grow 

and expanded that money is essential for the success of the company. However, at one point in 

time in our history the stock market failed and the fallout affected the economy of the country for 

over a decade.  

           In the 1920’s the United State economy was thriving based on several aspect of 

innovations and technologies, which built confidence with the people to invest in there favorite 

brands or technologies. After the WWI innovations such as the Electrical power grid were 

introduce to major cities. Advancement in airplane, cars radios and domestic good help the 

economy grow because the manufactures of these products made it possible for every one to own 



them. Another aspect that made these produces available to the every day people was financing 

that was offered at the point of purchase. Based on the thriving economy people decide to invest 

in stock of their favorite companies. During the 1920’s over 3 million people where involve in 

buying and selling of stocks. The people invested with no hesitation which ended up being 

liability for them.  

         In 1929 the stock market collapsed, there was no sole indicator of exactly why the stock 

market collapse but there was a few warning signs to the general public. In the previous 5 years 

prior to the stock market collapse the market was experiencing an increase in stocks and no signs 

of a decrease. The first indicator of the collapse was the automobile industry was experiencing a 

decrease in sells which begin stocks for depreciate in value. Other major stocks started 

decreasing in value. After the margin brokers noticed the trend in the market they decide that 

investment weren’t as secure as they once were so they requested an increase in collateral for the 

investment made on margin. Margins were loans made out to the general public with an initial 

10% down. Major banks decide to step in by buying stocks of certain companies to assist the 

down market. The bank ended up spending an agreed upon amount of 250 million dollars but it 

ended up backfiring on them because the stock market crashed within a few days of the 

attempted help. The stock market collapse affected the economy the nation immediately.  

              After the collapse of the stock market the people of the United States lost confidence in 

the market and affect the country as a whole. People who had put there live saving into the 

market became poor. The fall-out affected everyone from the rich, middle class, and poor. There 

was a total lost of over 25 Billion dollars altogether, But the one that took the biggest lost were 

the middle or working class. Do to the collapse major company were not able to maintain 



employing the amount of workers they once did. Unemployment rose up to 25% the most 

recorded in the history of the United State. It also was what sparked The Great Depression, 

which lasted for over a decade. The government felt obligated to set in to help the market back 

on its feet and they did so with the help of president  Franklin D Roosevelt.  

         With the help of Franklin D Roosevelt the stock market was able to bounce back into a 

thriving market. He helped the economy by having the government get involved in the 

monitoring of the stock market. He implicated the FDIC and the SEC to build the confidence 

back to the people of the United States. The FDIC stands for Federal Deposit Insurance 

Corporation to secure bank deposits up to 250,000 dollars. The SEC stands for the Securities and 

Exchange Commission to regulate Wall Street of the selling and buying of stocks. This 

involvement that the government imposed helped the problem of the down stock market and got 

the country out of a great depression. Today if a market collapse were to occur the impact would 

be a greater than 1929 because the United States economy highly account for the help people 

provide through the stock market.  

              

  

          


