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There are a number of important economic causes that contributed to the greatest bust in U.S history. First, the stock market collapse that occurred in 1929 was one of the main factors that led to the bust. The investors had procured their shares on margins by paying a mere 10% or 20% of the total value which allowed more funds to be invested in shares, hence increasing their overall value following the higher demand.1 In the end, there were 'margin millionaire' investors who reaped massive profits by purchasing their shares on the margins after speculating on a rise in the share prices. Secondly, the credit boom led to the fast growth in credit and loans issued by banks. The public was exhilarated by the economy’s strength and assumed that the stock market investments were a one-way gamble. Some people took loans to purchase shares and the businesses took loans to finance their growth. In the end, the borrowers were extremely indebted, hence they became more vulnerable to the change in confidence which finally occurred in 1929. Individuals who had taken loans were exposed and rushed to sell their shares in a bid to repay their debts. Another factor is the disparity between the consumption and production.2 The companies struggled to sell all the products as they were costly which led to a decline in sales and profits. The factories had excess production and industries started to lay off their workers. Lastly, during the 1920s the agricultural sector was not profitable and the peasant farmers became bankrupt. Owing to better technology, there was a sudden surge in supply, but the food demand did not increase at a similar rate. In the end, the prices of food and incomes declined substantially. President Roosevelt offered an array of programs, New Deal, which concentrated on three core goals: recovery, relief, and reforms. 3The relief agenda offered assistance by the housing and feeding the poor citizens. The recovery programs were aimed at providing employment to the jobless citizens. The Reform programs sought to transform the system in a bid to reinstate and uphold confidence in the banking system.
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