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Although economic disaster was around the corner, the 
election of 1928 took place in a mood of apparent national 
prosperity. This election pitted Republican candidate Herbert 
Hoover against Democrat Alfred E. Smith.  

Hoover, the secretary of commerce under Harding and 
Coolidge, was a mining engineer from Iowa who had never 
run for public office. Smith was a career politician who had 
served four terms as governor of New York. He was 
personable and enjoyed being in the limelight, unlike the 
quiet and reserved Hoover. Still, Hoover had one major 
advantage: he could point to years of prosperity under 
Republican administrations since 1920. Many Americans 
believed him when he declared, “We in America are nearer 
to the final triumph over poverty than ever before.”  

Al Smith faced a vicious campaign of anti-Catholic 
innuendoes and slurs—both covert and overt—in the 1928  

election. A widely distributed periodical called the 
Fellowship Forum declared that “The real issue in this 
campaign is PROTESTANT AMERICANISM VERSUS 
RUM AND ROMANISM.” Anti-Catholicism was not 
confined to fringe groups. One of the most vocal opponents 
of a Catholic presence in American politics was Thomas J. 
Heflin, the junior senator from Alabama, who delivered some 
of his most vicious speeches on the floor of the Senate. 
Heflin’s January 18, 1928, speech before his Senate 
colleagues blamed the defeat of 1924 Democratic 
presidential candidate John W. Davis on Roman Catholics 
(“Al Smith’s crowd”) who demanded—to Heflin’s outrage—
that the party denounce the Klan. 

It was an overwhelming victory for Hoover. The message 
was clear: most Americans were happy with Republican 
leadership. 
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By 1929, some economists had warned of weaknesses in 
the economy, but most Americans maintained the utmost 
confidence in the nation’s economic health. In increasing 
numbers, those who could afford to invested in the stock 
market. The stock market had become the most visible 
symbol of a prosperous American economy. Then, as now, 
the Dow Jones Industrial Average was the most widely used 
barometer of the stock market’s health. The Dow is a 
measure based on the stock prices of 30 representative large 
firms trading on the New York Stock Exchange.  

Through most of the 1920s, stock prices rose steadily. The 
Dow had reached a high of 381 points, nearly 300 points 
higher than it had been five years earlier. Eager to take 
advantage of this “bull market”—a period of rising stock 
prices— Americans rushed to buy stocks and bonds. One 
observer wrote, “It seemed as if all economic law had been 
suspended and a new era opened up in which success and  

prosperity could be had without knowledge or industry.” By 
1929, about 4 million Americans—or 3 percent of the 
nation’s population—owned stocks. Many of these investors 
were already wealthy, but others were average Americans 
who hoped to strike it rich.  

However, the seeds of trouble were taking root. People 
were engaging in speculation—that is, they bought stocks 
and bonds on the chance of a quick profit, while ignoring the 
risks. Many began buying on margin—paying a small 
percentage of a stock’s price as a down payment and 
borrowing the rest. With easy money available to investors, 
the unrestrained buying and selling fueled the market’s 
upward spiral. The government did little to discourage such 
buying or to regulate the market. In reality, these rising 
prices did not reflect companies’ worth. Worse, if the value 
of stocks declined, people who had bought on margin had no 
way to pay off the loans. 
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In early September 1929, stock prices peaked and then fell. 
Confidence in the market started to waver, and some 
investors quickly sold their stocks and pulled out. On 
October 24, the market took a plunge. Panicked investors 
unloaded their shares. But the worst was yet to come.  

On October 29—now known as Black Tuesday—the 
bottom fell out of the market and the nation’s confidence. 
Shareholders frantically tried to sell before prices plunged 
even lower. The number of shares dumped that day was a 
record 16.4 million. Additional millions of shares could not 
find buyers. People who had bought stocks on credit were 
stuck with huge debts as the prices plummeted, while others 
lost most of their savings.  

By mid-November, investors had lost about $30 billion, an  

amount equal to how much America spent in World War I. 
The stock market bubble had finally burst. One eyewitness to 
these events, Frederick Lewis Allen, described the resulting 
situation. 

“The Big Bull Market was dead. Billions of dollars’ worth 
of profits—and paper profits—had disappeared. The grocer, 
the window cleaner, and the seamstress had lost their capital 
[savings]. In every town there were families which had 
suddenly dropped from showy affluence into debt. . . . With 
the Big Bull Market gone and prosperity going, Americans 
were soon to find themselves living in an altered world 
which called for new adjustments, new ideas, new habits of 
thought, and a new order of values.” — Frederick Lewis 
Allen, Only Yesterday 
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After the crash, many people panicked and withdrew their 
money from banks. But some couldn’t get their money 
because the banks had invested it in the stock market. In 
1929, 600 banks closed. By 1933, 11,000 of the nation’s 
25,000 banks had failed. Because the government did not 
protect or insure bank accounts, millions of people lost their 
savings accounts.  

The Great Depression hit other businesses, too. Between 
1929 and 1932, the gross national product—the nation’s total 
output of goods and services—was cut nearly in half, from 
$104 billion to $59 billion. Approximately 90,000 businesses 
went bankrupt. Among these failed enterprises were once-  

prosperous automobile and railroad companies. 
As the economy plunged into a tailspin, millions of 

workers lost their jobs. Unemployment leaped from 3 percent 
(1.6 million workers) in 1929 to 25 percent (13 million 
workers) in 1933. One out of every four workers was out of a 
job. Those who kept their jobs faced pay cuts and reduced 
hours.  

Not everyone fared so badly, of course. Before the crash, 
some speculators had sold off their stocks and made money. 
Joseph P. Kennedy, the father of future president John F. 
Kennedy, was one who did. Most, however, were not so 
lucky or shrewd. 
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