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Question 1: The Great Depression

After the subsidence of the First World War, the United States economy experienced rapid expansion with the total wealth of the nation doubling. The period between 1920 and 1929 was regarded as “The Roaring Twenties,” a time with which the U.S was experiencing this expansion of its economy. The Great Depression is one of the periods that the nation faced one of the worst downturns in the economy in the history of industrialization throughout the world. The period lasted from 1929, immediately after the period of “The Roaring Twenties” came to an end and the nation plunged into the Great Depression to 1939 when the country seemed to regain and improve its economy (Terkel, 2000). The Great Depression is believed to have been caused by several factors, but it began after the crash of the stock market in 1929. At this time, Wall Street, was sent into a panic, and other million investors were wiped out of the American economy (Terkel, 2000). The following several years show reduced consumer spending, as well as an investment which caused steepened decreases in the output from industries and there, was increased unemployment due to the leveled laying off of the workers. The Great Depression reached its lowest by 1933 with more than half of the banks in the country failing, and more than 15 million Americans were unemployed; thus, the economy was greatly devasted as it was tied to several economic factors that might have happened during the past few decades of the Roaring Twenties. 

The American Stock Market was centered on Wall Street in New York Stock Exchange within New York City. The stock exchange by then was one of the scenes that were speculated reckless with all sorts of people of billionaires to lower class people like cooks and janitors dumped their savings into the stock market (Watkins, 1993). Through this, there was a rapid expansion of the economy whose pick reached on August 1929. The effects were not realized until this time when there was declined production with increased unemployment, and the prices of stock were left still higher than the actual value in the market. At this time, the net wages were too low with proliferating consumer debt (Watkins, 1993). The agricultural sector of the economy was struggling off the drought that had been experienced as well as the food prices were falling significantly. Besides, the banks had huge excess loans that was impossible to liquidate at that moment. Therefore, the American economy entered in what can be referred to as a mild recession in the summer of 1929 since the consumer expenditure was slowing and there was a pile-up of the unsold goods (Watkins, 1993). The piling of the unsold good due to low consumer spending led to slower production from the factories. Despite this, the stock prices were in a constant rise and by almost the end of 1929, the stock prices had reached remarkably high which could not be justified with the earnings that were expected in the future. 

The first economic factor that is believed to have been the cause of the Great Depression was the crash of the Stock market in 1929. During the period between 1920 and 1929, most Americans had seen the stock as the only way of investment and poured their savings into it. Much of the disposable income and even other mortgaged homes to buy stock. More than hundreds of millions of shares were being traded. At the fall of 1929, the prices of the stock began the inevitable decline and most of the shareholder panicked and wanted to liquidate what they held in the stock market. Within the year, the prices of stock fell by 33 percent, and this led to the loss of confidence within the consumer and the businesses as well. What followed was a panic in banking and contraction in monetary. At this time, most of the bank customers, who had feared the insolvency of the banks attempted to withdraw their deposits from the banks in cash simultaneously. By 1933, more than one-fifth of the banks had already failed, and this led to the calling of the Bank holiday by the Franklin Roosevelt administration. At this time, which was further extended with an additional three days, the banks had to prove solvency to the inspectors from the federal government. 

Additionally, there was the gold standard which is believed to have played a role in the proliferation of the Great Depression (Eichengreen, Barry, and Peter Temin, 2000). Other countries as well were affected as well as the U.S. During the times of deflation and declined output; the United States decided to run a trade surplus with other nations as the Americans bought less of the goods that were imported and the exports from America seemed relatively cheap. The imbalance led to increased outflows in the foreign gold to the U.S and this, in turn, had a threat of devaluing the currency of the nations whose reserves of gold were depleted (Eichengreen, Barry, and Peter Temin, 2000). The central banks attempted the counteraction of this imbalance of trade through the increase of their rates of interest and this significantly reduced the output and prices as well as the countries unemployment increased. Therefore, there was a decline in the international economy in these countries just like the United States.  Moreover, the decreased international lending together with tariffs is also believed to be a cause of the great depression. 

Conclusively, there can be no general agreement over what was the cause of recovery from the Great Depression. Many other factors as well played a role in the restoration of the United States as well as the other nations. The countries that left the gold standard or as well devalued their currency were the first ones to recover (Romer, 1992). They as well increased the money supply. For instance, Britain is one of the countries that abandoned the gold standard first in 1931 while the United States devalued the currency in 1933 (Romer, 1992). Besides, programs for social welfare as well as New Deal for jobs together with increased spending as World War II onset are presumed to have played a role too in the recovery. Consumers income was increased from these activities, and there was aggregate demand by the consumers.
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