9/16/11
USEM Notes

· Absents: Matt Gandolfo (e-mailed Professor Burton) and Chris Schade (came in late)
· News: Professor Burton organized a lunch with people in Behavioral Finance, including Andrei Shleifer. In order to attend the lunch, send Professor Burton and e-mail and write a one-page paper about why you want to go. The lunch is at noon on Tuesday, September 27th in The Dome. There will also be a lecture about Behavioral Finance by Andrei Shleifer open to the general public; it is at 3:30 that same day in the Old Cabell Auditorium.

China: 
· Professor Burton visited Guangdong.
· In 1949, the communist Chinese pushed the nationalist forces to Taiwan, and the rich supporters of nationalism went to Hong Kong. Britain occupied Hong Kong at that point, so the Red (communist) Chinese couldn’t stop the rich nationalist supporters from residing there.
· Britain occupied Hong Kong from 1845 – 1997.
· In 1979, the communist Chinese government made Guangdong, which was an agricultural province at the time, the first part of China that could participate in international trade. It did this in order to compete with the prosperous areas surrounding China (e.g.: Hong Kong, Taiwan, Korea, and Singapore).
· Even though Hong Kong is technically part of China now, it has not changed since its days of British occupation.
· There are two major cities in Guangdong: Guangsho, the capital, and Shenzhen, where ipads are manufactured.

Info About People in Class:
· Rachel Schwartz:
- From Oakton, Virginia (in Fairfax County)
- Went to Oakton High School
- Plays tennis
- Liked all courses in high school except English
- Her favorite high school teachers were in biology and world history
· Tripp Grant:
- From Orono, Minnesota, which is a suburb of Minneapolis.
- Has three sisters (two older and one younger).
- Plays lacrosse and football (wide receiver) and runs track.
- Favorite high school class: English
· Matt Cochard:
- From Charlottesville, VA
- Born in Sacramento, CA
- Went to West Albemarle HS
- Played tennis and Y-ball in high school
- Favorite high school subjects: English and Latin

Class Notes:
· 1918: WWI ends
· First few years after the end of WWI: short recession
· 1920: President Harding elected
· 1924: Vice President Coolidge becomes the president because of President Harding’s death. 
· 1924 – 1932: Andrew Melon is the Secretary of Treasury
· 1925: Britain goes back on the Gold Standard at the prewar rate, causing the British economy to collapse and partially causing the Great Depression.
· 1928: President Hoover elected
· The Roaring 20s:
· The first boom of the modern world because the Model T was developed, electric light bulbs became widely used, the telegraph included large amounts of the US population in the Stock Market, more consumerism, the prohibition.
· There wasn’t a lot of regulation of the stock market because it started out as a private activity until the middle class got involved during the 20s.
· The real estate boom made Florida a popular vacation spot
· The beginning of the movie industry in California
· The US is now the optimistic part of the world; Europe was the optimist part of the world before WWI, but it became pessimistic after the war.
· The US economy is growing quickly during this time period. Now, the economies of Asian and Eastern European countries are rapidly growing while the economies of advanced countries, like the US, aren’t growing.
· The Summer of 29
· European countries are a mess, and Britain is in a depression.
· The housing market screeches to a halt, and the Florida land boom stops.
· The market in the US is still growing.
· Margin buying, the purchase of a large amount of stock with the majority of the money loaned by a broker, is a problem.
· The economy starts to fall in October 1929, but then rallies. The worst day in October was black Tuesday when the stock market fell to 280.
· The market hit its lowest value of 40 in June 1932.
· People lost a lot of money during the first drop because they bought on leverage at the peak of the market, so that is why the Great Crash is said to have happened in 1929 instead of in 1932.
· Banks:
· 1/3 of all commercial banks in the US failed by 1932.
· Liquidity runs: a rumor spreads that a bank has gone under, causing the depositors to take all of their money out of the bank, which was more than the banks had in cash.
· Since many of the failed banks in the 30s had positive values after selling their assets, there is proof that the bank failures were caused by liquidity runs.
· Once FDR took office, he declared a bank holiday.
· [bookmark: _GoBack]It’s probable that liquidity runs caused the bankruptcy of the Lehman Brothers Holding Inc. in 2008.
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