USEM 1580
August 26, 2011

Seminar Notes—August 26

Course Overview
· Requirements: 
· Attend all classes and be on time.
· Get to know fellow classmates at little better each week.*
· Everyone must be a scribe.
· 5 pg. paper on describing and analyzing the financial crises of 1929 or 2008.
· Similarities and differences
· What government policies were effective and which were not.
·  Why did it last so long to bounce back? or Why have we not bounced back?
· 5-10 minute in-class presentation on book of choice.
· Would you recommend it and why? What are its merits and demerits?
· Class Structure
· Lecture for most of class. 
· Will read and discuss 4 common books.

Background Information
· “This Time is Different” 
· People in a financial bubble cannot see it. Believe that this “boom” will be sustainable. 
· Examples: Tulip Bubble (1630s), Tech Bubble (late 1990s),  Housing Bubble (2008)
· Differences between the 1929 and 2008 crashes
· In 1929, only major nations were in Western Europe, GB, Argentina, and the US. 
· Now, those same nations are the ones facing the most financial turmoil.
· Asian markets play an increasingly larger role in world economy, while in 1929 they had little power. 
· Evolution of Economic Systems
· Mercantilism 
· Dominant economic practice until late 1700s.
· Monarch’s pursuit of gold stores resulted in much government involvement in economy.
· Exemplified by Spain.

· Capitalism
· Adam Smith’s Wealth of Nations (1776)
· Advocated free trade, no tariff barriers, competition, little government intervention, let prices control market (invisible hand)
· Great Britain adopts capitalist ideas when repeals Corn Laws (1830s).
· Huge urbanization, industrialization, and economic growth in Western Europe, GB, and US. 

1865-1914
· Agricultural Distress
· Agricultural technology increased rapidly and so did production, which led to a decline in agricultural prices. 
· Prices deflating, so farmers cannot pay back banks. 
· Industry grows rapidly with low prices and little wage inflation. 
· Deflation
· US money tied to gold standard, which held down inflation.
· Value of money continued to increase.
· William Jennings Bryant called for US to go on silver standard, but lost presidential election. 
· Problem solved when gold stores were found in 1898. 
· US 
· Steel Industry develops
· Panic of 1907
· Crisis of confidence caused by huge drop in stock exchange forced many banks into bankruptcy. 
· JP Morgan pooled assets with other bankers to shore up US banking system and restore market confidence.
· Significance: Last banking crisis before Federal Reserve established. 
· Results of World War I 
· Western Europe and GB are destroyed both physically and financially (from funding their armies). 
· GB and France never fully recover, and US becomes the world’s leading economy. 
· Germany recovers in four years (‘33-’37) with Hitler’s infrastructure and armament projects. 

Homework: Read all of The Great Crash 1929 by next seminar meeting. 

* As Promised, here is a list of all the students in the course. Friend them on facebook them and memorize everyone’s name. 
· Nitya Bhagavatula
· Matt Gandolfo
· Taylor Jordan
· Matt Kochard
· Sarah Rennich
· Carl Walrath
· Tanner Ottenbreit
· Tripp Grant
· Rachel Schwartz
· Christopher Schade
· Jordan Stokes
· Sammi (Last?)

