The Role of the Press During the Great Wall Street Crash of 1929
Francis Lee
February 17, 2014
“The investor who purchases securities… may do so with utmost confidence.”
 The New York Times published this statement on October 29, 1929, a day now known as “Black Tuesday.” “Black Tuesday” was the pinnacle of the great Wall Street Crash of 1929, a crash that spanned across seven days and resulted in the loss of over thirty billion dollars. On October 24, 1929, the Thursday before, the stock market began to slide and nine billion dollars were recorded in losses within the first two hours of trading. From that day on, the stock prices generally continued to drop until finally, on Tuesday, October 29, 1929, the bottom gave out. 

Aside from the fact that over thirty billion in 1929 dollars, an amount now equivalent to over four hundred billion 2013 dollars, were lost in those five days, the fact that several members of the most credible press of the time reported the dipping stock prices as a mere “market re-adjustment” and should be of no alarm, to the peril of hundreds, perhaps thousands of Wall Street investors who lost most, if not all of their fortunes within the five days aforementioned, is greatly alarming. The Wall Street Journal, supposedly the most credible source regarding activities on Wall Street, incessantly reported reassurances such as “optimism again prevails [within the stock market].”
 The New York Times, another reputable source at the time, reported the Sunday before October 28, 1929, a day now known as “Black Monday,” that there is nothing in the business world to cause any nervousness.
 Whether the press legitimately believed that the “sun will shine again” or not will never be known. However, it is undoubtedly true that, to the peril of hundreds of Wall Street investors, the press reported incredibly inaccurate readings and predictions of the stock market, eventually losing its credibility with information regarding Wall Street.

Prior to the Great Wall Street Crash, the stock market had already been volatile with significant changes in prices throughout the days leading up to the Great crash, but the press significantly downplayed the unstableness of the market. The market suffered heavy losses in December of 1928 then saw a rise in January, 1929, saw another dip in March then experienced a sharp rise in April. September’s dip was supposed to be followed by October’s rise. But the prices continued to dip early into October, experiencing small crashes on October 3 and October 7.
 
The press printed articles reassuring the public that there was no danger in investing in the market as fluctuations were natural and common in the stock market. On October 7, the Wall Street Journal printed an article titled Curb Market Common: Market Rallies in which it reported that “active issues rallied substantially from their previous low closings and most of the strength was held throughout the short session. In many cases, leaders showed abrupt overnight gains, which encouraged buying in other sections of the list, and the best prices of the day were reached in the second hour.”
 The Journal reassured the public that the “leaders” in the market were experiencing significant rises in stock prices, a pattern that sanctions confidence in the market. 
But the public began to lose confidence in the future of the stock market as other reports began to warn investors about the dangers of the hyper inflated, hyper volatile market. Another Wall Street Journal article stated that the stock prices had reached its high point because of the “actions of spectators,” and that “no one, in our judgment… on the basis of earnings, would find it to his advantage to buy it.”
 The article indicates that the stock prices are at its peak due to hyperinflation, and not because the companies were doing exceptionally well, expressing the danger of the unsupported stock prices. However, the opinions of the people who believed that the stock prices did not reflect the companies’ values were soon drowned out by the increasing optimism regarding the future of American businesses and the stock market. The press spun articles and editorials supporting those optimists who believed that the golden age of American industry was still at its peak. Charles Mitchell, then President of National City Bank, the precursor of today’s Citibank, gave an interview in which he stated, “I see no reason for the end-of-the-year slump which some people are predicting.”
 Irving Fisher, then a professor of economics at Yale University gave another interview in which he was quoted as saying stock prices will be “a good deal higher than… today within a few months.”
 The Wall Street Journal went further to negate all pessimistic outlooks through an article printed on October 12, 1929, in which it reported, “a week ago, you heard all over the Street, pessimistic forecasts as to the future of the market… Stocks are now 10, 20, and 30 points above where they were a week or so ago and optimism again prevails.”
 The Journal continued to praise the businesses for keeping calm during a time of stock crisis: “One reason for this optimism was the ability of business to keep its head above water when many stocks were declining to new levels for the year.”

As stock prices continued to decrease well into mid-October, the press pushed its optimism campaign harder. When the slide seemed to take a turn for the worst on October 22, 1929, panicking traders traded an unprecedented six million shares throughout the trading day.
 Seeing that the public was still losing confidence in the future of the market, the Journal printed a lengthy article reassuring the public of the support that the prices had: “there is a vast amount of money awaiting investment. Thousands of traders and investors have been waiting for an opportunity to buy stocks on just such a break as has occurred over the last several weeks, and this buying, in time will change the trend of the market.”
 In another article, the Journal reported that in an interview, Charles Mitchell had said, “the present market decline is a healthy reaction which has probably overrun itself and there is nothing alarming about it… show me anything wrong with the situation generally, then I would be concerned.”
 By calling the falling prices a minor “break” and an opportunity for successful investment, the Journal attempted to downplay the scale of the fall.
Stock prices, however, continued to decline well into mid-October, and even during the week of the “black days,” the fateful few days of the Great Wall Street Crash of 1929, the press continued its blissful and ignorant support for increased investment in the stock market and positive outlooks, predicting an upturn in the stock prices, even as public opinions began to wane even more. On October 24, 1929, a day now known as “Black Thursday,” a total of nine billion dollars were marked in losses within just two hours of the opening of the trading floor. Prices began to drop at unprecedented rates, the tickers that recorded the selling prices were outdated by several hours, and mass panic arose on the floor of the New York Stock Exchange.
 In response, the Times published an article reporting that Irving Fisher, a Yale University Economics Professor, said that the morning’s collapse in prices can only be attributed to a shakedown of the inflated prices, a natural process that keeps the market healthy, and that there is nothing to worry about since a shakedown is followed by a recovery.
 
By a strange coincidence, the Times’ prediction that the market’s trend will change was met by a temporary halt in the descending spiral of prices as the big bankers of Wall Street gathered together and agreed to buy the selling stocks at large quantities to assure the traders that the “big boys” were not panicking and have not given up.
 The press was proven right and faith in the market and in the press’ analysis and predictions began to be restored. Fired by the spot on predictions of the 24th, the press continued its optimism campaign and on Sunday the 27th, the Times reported that “business men should not take undue alarm at the recent shake-up in the stock market… The total flow of business activities in the United States, on the contrary [to the fluctuating stock prices], have been stable and on the increase.”
 
Unfortunately, the press was proven wrong once again when the great crash itself came on Monday the 28th and on Tuesday the 29th, two days during which stock prices decreased anywhere from fifty to over a hundred points each (consider that the average stock prices were around 130 to 220 points), and the press continued its campaign, emphasizing to an even greater extent that the end of the downhill had arrived and the upward rise in prices would commence very shortly.
 The Wall Street Journal printed an article in which its complete ignorance regarding the gravity of the situation with the stock market was clearly demonstrated. In the article titled “Sees No Business Slump – Harvard Economic Society Believes Stock Decline will Prove Intermediate Movement,” it reported that the Harvard Economic Society said, “despite its brevity, we believe that the slump in stock prices will prove an intermediate movement and not the precursor of a business depressions such as would entail a prolonged further liquidation.”
 
The press never fully comprehended the gravity of the situation that had unfolded during the few weeks that preceded the Great Wall Street Crash of 1929. In an effort to downplay the effects of the crash and perhaps the scale of the error that it had made, the Wall Street Journal printed an editorial on the October 29, 1929 papers in which it wrote, “the recent break was due to the position of the market itself. It is because of the fact that the slump was due to the market itself that the storm has left no wreckage except marginal traders forced to sell at a loss. Mr. Baker, Mr. Morgan, Mr. Mellon, Mr. Rockefeller, and others who held stocks outright, stand just where they were before the break. Their income is the same. They have lost a few tail feathers but in time they will grow again, longer and more luxurious than the old ones that were lost in what financial writers would like to call the debacle.”
 On October 30, 1929, the Wall Street Journal wrote, once more, “the sun is shining again and we will go on record as saying some good stocks are cheap. We say good stocks are cheap because John D. Rockefeller said it first. Only the foolish will combat John D.’s judgment.”
 Indeed, on Wednesday, stock prices did rise and the Great Wall Street Crash ended. 
In retrospect, the press tried to do what they do best: rally the people and deliver the news. It tried to rally the people behind supporting the stock market even as it showed signs of danger and collapse. It sought to deliver the hopeful news that the stock market will hold and withstand the severe fluctuations seen in stock prices. It attempted to minimize panic amongst its readers by spinning only the good news – news of new investors, increased capital, the “big boys” stepping up to stem the tide of complete collapse. However, in doing just what it was designed to do, the press ended up delivering inaccurate, irrationally optimistic, and unrealistic predictions on the future of the stock market. At the peril of hundreds of investors who consult the word of the press in making investment decisions, the press significantly downplayed the possibilities of the collapse before the fateful five days in October, the events and effects during the collapse, and the devastating effects that the crash had in the aftermath. Perhaps the press did not deliberately seek to do this – perhaps it was the result of a terribly executed plan to stem the tide of a nationwide panic. Its real motives are debatable, but one fact is clear: in its attempt to deliver the news and opinions regarding the status of the stock market, the press published inaccurate and irrationally optimistic reports.
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