http://www.heritagepursuit.com/Marion/History1907/marhisc13.htm 

The first credit instrument handled by the early bankers appears to have been a bill of exchange. The historians find the bill of exchange in use in Assyria, a thousand years before the birth of Christ.
The rise of modern banking, however, dates from the establishment in Venice of the Banco di Rialto in 1587. In 1619 this great bank was absorbed by the Banco del Giro. So strong did this latter bank become that it was relied upon as the main support of the government, and we have a record that it loaned the government of Venice 500,000 ducats at one time. So well were its affairs managed that 

….in Europe the use of bank notes dates only from 1661, when the Bank of Sweden issued notes to avoid the transfer of copper coin. The world is more or less familiar with the Bank of England, established at the close of the 17th century. This great banking institution, perhaps the greatest in the world, was established by a Scotchman, and more than once has it saved not only the credit, but the real life of England.

http://psych.colorado.edu/~blackmon/E64ContentFiles/EconomicsAndBusiness/banking.htm
The first modern banks were established in the 17th century, notably the Riksbank in Sweden (1656) and the Bank of England (1694).
The first bank to be chartered by the new federal government was the Bank of the United States, established in Philadelphia in 1791. By 1805 it had eight branches and served as the government's banker as well as the recipient of private and business deposits. The bank was authorized to issue as legal tender banknotes exchangeable for gold. Although the bank succeeded in establishing a sound national currency, its charter was not renewed in 1811 for political and economic reasons. The history of the second Bank of the United States (1816-36) repeated that of its predecessor. It served ably as the government's banker, achieved a sound national currency, and failed for political reasons when President Andrew Jackson vetoed charter renewal.

In the next three decades the number of banks grew rapidly in response to the flourishing economy and to the system of "free banking"—that is, the granting of a bank charter to any group that fulfilled stated statutory conditions. Government fiscal operations were handled initially by private bankers and later (after 1846) by the Independent Treasury System, a network of government collecting and disbursing offices. The Independent Treasury, however, could not cope with the financial demands of the American Civil War. Moreover, the multiplicity of state banks, each issuing its own banknotes, had resulted in a highly inefficient currency mechanism. The National Bank Act (1864) established the office of the comptroller of the currency to charter national banks that could issue national banknotes (this authority was not revoked until 1932). A uniform currency was achieved only after a tax on nonnational banknotes (1865) made their issuance unprofitable for the state-chartered banks. State banks survived by expanding their deposit-transfer function, continuing to this day a unique dual banking system, whereby a bank may obtain either a national or a state charter.

The stability hoped for by the framers of the National Bank Act was not achieved; banking crises occurred in 1873, 1883, 1893, and 1907, with bank runs and systemic bank failures. The Federal Reserve Act (1913) created a centralized reserve system that would act as a lender of last resort to forestall bank crises and would permit a more elastic currency to meet the needs of the economy. Reserve authorities, however, could not prevent massive bank failures during the 1920s and early 1930s. See Federal Reserve System.

http://www.beardbooks.com/the_big_board.html
Colorful figures of Wall Street included Jay Gould and Jim Fisk who, in 1869, precipitated one of the worst panics in American financial history by trying to corner the gold market. Almost lynched, the two were hauled into court, where Fisk whined, "A fellow can't have a little innocent fun without everybody raising a halloo and going wild." Then there was Jay Cooke, who invented the national bond drive and, practically unaided, financed the Union effort in the Civil War. In 1873, however, faulty judgment on railroad investments led to the failure of Cooke & Co, and a panic on Wall Street. The NYSE closed for ten days. A journalist wrote: "An hour before its doors were closed, the Bank of England was not more trusted," 

Despite J, P. Morgan's virtual single-handed role in stemming the Knickerbocker Trust panic of 1907, upon his death in 1913, someone wrote, "We verily believe that J. Pierpont Morgan has done more harm in the world than any man who ever lived in it." 

http://www.geocities.com/CollegePark/Union/8191/mcsh/Lesson1.html
the history of "panics" and depressions: 1819, 1837, 1857, 1873, 1893, and 1907. Brainstorm a list of causes for those events. 

http://web.uflib.ufl.edu/cm/business/books/histbks.htm 
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When Bubbles Burst
Tulips. Dot-coms. Hey, manias happen. But most don't lead to economic disaster.
FORTUNE
Tuesday, May 29, 2001 
By Justin Fox 

http://www.fortune.com/fortune/print/0,15935,371467,00.html
It is, surely, the most told tale in financial history: In 1630s Holland, prices for tulip bulbs soared in a way that would have done early Yahoo investors proud. A bulb of an exceptionally prized and rare variety could sell for as much as a house on the best canal in Amsterdam. At the height of the mania, during the plague winter of 1636-37, traders huddled in taverns and frantically bought and sold futures on third-rate bulbs for sums greater than what they could have hoped to earn in a decade at their previous job of shopkeeper or artisan or laborer. 

The speculative frenzy couldn't go on forever, and it didn't. On the first Tuesday of February 1637, prices stopped going up. Because participants in the tulip futures market were following what's now known as the greater-fool theory of investing (that is, they paid such spectacularly high prices on the assumption that some other nitwit would come along willing to pay even more), the market almost immediately collapsed. 

It wasn't the first pricking of a speculative bubble, and it certainly wouldn't be the last. But the tale of the tulips was memorable and, unlike most other market phenomena, it doesn't require a Ph.D. in economics to understand. Its most important popularizer was Charles Mackay, a Scottish newspaperman and poet whose entertaining but unreliable 1841 book, Memoirs of Extraordinary Popular Delusions and the Madness of Crowds, tells of the tulips and two more complicated 18th-century financial bubbles--France's Mississippi scheme and Britain's South Sea episode--before delving into the likes of alchemy, witch hunts, and the Crusades….

…To begin with, the tulips: Although Mackay writes, "The commerce of the country suffered a severe shock, from which it was years ere it recovered"--and many subsequent chroniclers have simply accepted his claim as truth--historians who have actually looked through the archives have found nothing to back it up. Prices on financial markets (Amsterdam already had a stock exchange at the time) kept on rising well after 1637, and there is absolutely no evidence of widespread economic distress. In fact, the tulip craze played out smack in the middle of the Netherlands' economic Golden Age, a time when the country became the richest in Europe. 

…Panic of 1893). The more significant of the crashes had an economic impact that went far beyond punishing those who played the markets. The reasons for the impact were twofold: First, investor enthusiasm could lead to overinvestment in the new technology. That is, if more railroads were built than were needed to satisfy current demand, railroad building would grind to a halt and with it all the economic activity surrounding the construction of railroads. 

A few years later demand might catch up, and all those railroads would be put to productive use, but in the meantime the economy was subject to a significant drag. The other economic danger was that financial distress would lead to bank panics, which, when they happened--and they happened a lot in 19th-century America--shut off the cash spigot on which the new industrial economy depended. 

Still, things usually got better before too long. The estimates of U.S. gross national product from 1869 to 1918 compiled by University of California at Berkeley economist Christina Romer show downturns, sure, but none that lasted more than two years. Not surprisingly, most economists of the time tended to believe that the downswings of the business cycle were unavoidable, even healthy, correctives to the excesses of the good times. Financial Institutions Reform, Recovery, and Enforcement.

http://myhome.spu.edu/ddowning/mbhist.html
America

1641: Wampum (shells) made legal tender in Massachusetts (They were backed up by beaver pelts)

1642: Tobacco legal tender in Virginia  (it remained so for nearly two centuries) outlaw contracts calling for payment in gold or silver

1690: Massachusetts issued paper notes (first in America) Paper notes were later issued abundantly by Rhode Island, South Carolina, and Massachusetts; the middle colonies were more prudent with paper money issues.

1727: Tobacco certificates made legal tender in Virginia

1751: Parliament forbade issue of further paper money in New England

1764: Paper money ban extended to all of the colonies

1775-1779:  Continental Congress orders 42 separate issues of paper currency; with a total face value of $242 million continental notes eventually redeemed at 1 cent hard money per dollar  

1789: U.S. Constitution became effective

state governments explicitly prohibited from issuing paper money

Const. 1-8-5: Congress has power to coin money and regulate the value

Thereof constitution 1-10-1: no state shall enter into any treaty,   alliance, or confederation... coin money, emit bills of credit; make anything but gold or silver coin a tender in payment of debts...

1791:  First Bank of United States created question of consitutionality: supporter: first Secretary of the Treasury Alexander Hamilton opponent: first Secretary of State Thomas Jefferson Congress has power to: 1-8-18: to make all laws which shall be necessary and proper for carrying into execution the foregoing powers, and all other powers vested by this constitution in the government of the U.S. First Bank of the United States bank served as place of deposit for government funds also served as regular private bank -- issued notes that were redeemable for gold or silver discipline on other banks: present their notes for redemption battle over money northeast: hard money -- stable value west: easier money -- need for loans for development (Kentucky) Thomas Jefferson: banks more to be feared than standing armies (opposed to issue of notes) John Adams-- every bill in excess of gold in its vaults represents nothing and is a cheat on someone  opposition to discipline from first bank.                     

1811: charter of First Bank of United States expires is not renewed

number of state banks multiplied -- big increase in note issue 

1816:  Second Bank of United States is created

1819:  Panic of 1819   (first of great panics) 

Second Bank of United States president: Nicholas Biddle arrogant/expanded to new branches feud with president from 1829-1837: Andrew Jackson

ECONOMIC EXPANSION, ENLARGED MARKETS 
The United States was greatly affected by the Industrial Revolution taking place in Europe during the 18th and 19th centuries. New inventions and capital investment led to the creation of new industries and the spread of economic growth. Much trade, for example, was made possible by developments in the field of transportation. 
1825 with the completion of the Erie Canal, which connected New York City with the Great Lakes region, various state governments began to play an active role in stimulating the construction of an internal system of transportation. State government subsidies and loans to businesses for building canals and turnpikes became commonplace between 1830 and 1860. These early efforts were often marked by corruption and economic disaster, yet more were successes than failures. 
River traffic also improved when the steam engine was fitted to boats. The steamboat could travel up-river, against the flow, markedly reducing the amount of time involved in shipping goods to market. 
Like canals and turnpikes, railroads received large amounts of government assistance in the early years. However, unlike other forms of transportation, railroads also attracted a good deal of domestic and European private investment. 
Railroad building requires an enormous sum of capital, and there is a long period of time before any profits are realized. Yet conservative people in rural areas were tremendously enthusiastic about buying shares of railroad stock, often mortgaging their farms or businesses to do so. Attracted by visions of profits and playing a role helping to build a better nation, they also voted for state and local taxes to support the railroads. Later, as part of the Civil War legacy, the federal government gave extensive tracts of land to those who promised to build the missing links in the national railroad system. An astonishing total of 53 million hectares of land were eventually granted to railroad builders. Northern Pacific received 17 million hectares: Southern Pacific, 10 million hectares; and Union Pacific, 8 million hectares. In this way, America got its "sea to shining sea" connection. 
Europe also caught the excitement of investing in American railroads. At one time foreign investors owned the majority of stock in six major railroads. With the discovery of gold in 1849, the United States became more able to finance additional imports of railroad machinery and materials. 
The excitement of railroad building also brought abuses. Often, unsuspecting buyers paid exorbitant prices for their railroad stock, or were cheated with stock that was artificially inflated. Get-rich-quick schemes abounded, and many people lost their savings. Fortunes were made overnight by financial manipulators. 
Nevertheless, through a combination of vision and foreign investment, the discovery of gold, and a major commitment of America's public and private wealth, the nation was able to develop a large-scale railroad system, providing the base for the industrialization that followed. 
1836: Congress passes bill to renew charter --Jackson vetos  Jackson: oppose monopoly power of bank but he supported hard money -- paper money was instrument of devil (confused)

1836: Federal government requires that public lands be paid for with hard money

1837: Panic of 1837 (second)
When Andrew Jackson became president in 1829, many who were poor or newly rich idealized him as an individualist in their own likeness because he had started life in a log cabin in frontier territory. President Jackson opposed the new Federal Bank of the United States, chartered in 1816; he believed it favored the entrenched interests of the East against the West. When he was reelected for a second term, Jackson opposed renewing the Bank's charter, which was due to expire in 1836. Congress supported him in 1833, effectively killing the second National Bank. Jackson preferred putting the U.S. government's deposits in the state banks controlled by his political allies. 
Jackson's actions helped precipitate the sharp business panics that occurred in 1834 and 1837. The East, particularly the industrial sector, suffered from an eventually crippling tight money supply; meanwhile, in the West, federal deposits in state banks made money more plentiful in rural areas and contributed to land speculation and price inflation. The same plot of land was often sold several times, each time at a profit; U.S. Treasury income from the sale of land rose from $5 million a year in 1834 to $20 million a year in 1836. But inherent in this boom were the seeds of economic disaster. 
The first signs came in 1835 when crop failures made it necessary to import wheat from Europe. Some importers were frightened by the economic depression and refused to extend credit to customers. In 1836, when the amount of money in circulation was already low, the Treasury issued an order that henceforth land purchased from the government had to be paid for in gold or silver. But these precious metals were in short supply, having been sent abroad to pay for imports. Confidence in the nation's financial system was shaken, even shattered, and Western banks began to close. 
During this time, English traders could not collect on their sales in America, and many of them went bankrupt. Cotton mills closed in England, and American planters saw their markets disappear. By the summer of 1837, business was paralyzed, and it was not until the early 1840s that a semblance of confidence in business was restored. 
1840s-1850s:  estimated 7,000 different bank notes in circulation

some notes at discount complicated --wildcat banks

1857: Panic of 1857  (third)
INVENTIONS AND RESOURCE DEVELOPMENT 
The second half of the 19th century brought an explosion of new discoveries and inventions that, in the opinion of the Beard family, prominent American historians, amounted to the heralding of a "second industrial revolution." They cite as especially important the following: 
1859 -- Discovery of petroleum in western Pennsylvania. 

1860, when Abraham Lincoln was elected president, 16 percent of the population lived in urban areas and a third of the nation's income came from manufacturing. Funds were flowing into large-scale industrial development and into railroads. Urbanized industry was limited primarily to the Northeast. Cotton cloth production was the leading industry, and the manufacture of shoes, woolen clothing and machinery was also expanding. 
Equally important to urbanization, the nation's population was increasing. Between 1845 and 1855, European immigrants arrived at a rate of 300,000 annually. Most were poor and remained in Eastern cities, often at ports of arrival. 
1862: Civil War U.S. begins issuing greenbacks (paper money not backed by precious metals) to help pay for war Greenbacks more than 450 million dollars is issued regarded as temporary Secretary of Treasury: Salmon Chase

1863: National Banking Act tax on notes issued by state banks (effectively eliminating them) National banks allowed to issue notes provided that they are backed up with government bonds Confederacy -- hyperinflation prices 90 times higher at end of war than at beginning

1868 -- G.L. Scholes's typewriter is ready for production.

1870: Supreme Court rules that the issue of greenbacks was unconstitutional Chief Justice: Salmon Chase

1871: Supreme Court rules that greenbacks were constitutional (reversing decision of 1870) 

1873:  Panic of 1873  (fourth)
1874: greenback party formed strongest in...westin favor of expanded currency and opposed to resumption of gold payments in exchange for greenbacks  (elected 14 members of Congress in 1878) Greenback controversy suppose gold price: $18 per ounce before greenbacks now: print greenbacks, prices double gold price on market: $36 per ounce gold coins circulate at premimum along with greenbacks if they redeem greenbacks for gold now ... gold supply disappears very fast what has to happen before they can redeem greenbacks? price level falls after civil war

1875 -- G.F. Swift's refrigerated railway freight car is in use. 

1876 -- Alexander G. Bell sends first telephone message. 

1877 -- Thomas A. Edison has a phonograph playing. 

1879 -- George Selden's patent for a "gasoline carriage" granted. 

1879: Resumption of Gold payments Greenbacks could be exchanged for gold on demand)

1882 -- Edison's electric power plant starts operation in New York.

1887: A law regulating the railroads was enacted in 1887 (Interstate Commerce Act) and another, preventing large firms from controlling a single industry, in 1890 (Sherman Antitrust Act). These laws were not rigorously enforced, however, until the years between 1900 and 1920, when those sympathetic to the views of the progressives came to power.

1903 -- The Wright brothers complete an airplane flight.

Bimetallic Standard 

1792: Coinage Act - dollar defined as 371.25 grains silver and 24.75 grains gold  (mint ratio of 15 to 1) gold price: $17.68 per ounce; silver price $1.18

 Free Coinage instituted anyone bringing specified amount of metal to mint could have the metal formed into coins coins: ten dollar gold eagle  (half eagles/quarter $) silver dollars, half $, 1/4 $, dimes, half dimes copper: cents, half cents

The name "dollar": and the value of the coin was adapted from a Spanish coin, the "Spanish Dollar" which was circulated in the colonies. The term dollar derived from a silver German coin (thaler) first struck in 1518

bimetallic standard: could price of metal fall below its official mint price? no -- could sell to mint at that price could price of metal rise above its offical price?

not if you could melt down coins bimetallic standard only work as long as market price ratio stays 15:1 if it changes: one metal becomes more valuable on market

its coins are melted down and it disappears late 1790s - early 1800s: market ratio of gold price to silver make gold more valuable on market /gold coins disappear

effectively a silver standard

1834:  dollar devalued in terms of gold - now dollar defined as 23.2 grains of gold  (mint ratio between gold price and silver price now 16 to 1) gold price: $18.86 per ounce  now - gold is relatively more valuable at mint effectively a gold standard

1859: Nevada Comstock Lode discovered -- begin new trend of silver price declining relative to gold price

1873: free coinage of silver ended no significant opposition dollar now defined exclusively in terms of gold (gold standard) mid 1870s: accelerating development of Nevada silver mines if still bimetallic standard ...silver coins would be brought to mint free silver movement

1878: Bland-Allison Act requires limited Treasury department purchases of silver, using silver certificates

1884: Panic of 1884  (fifth)
1890: Panic of 1890  (sixth)
1890: Sherman Silver Purchase Act

1893:  Panic of 1893
1893:  Sherman Silver Purchase Act repealed

1896:  "Cross of Gold" William Jennings Bryan Bryan "You shall not press down upon the brow of labor this crown of thorns; you shall not crucify mankind upon a cross of gold." (Bryan lost Presidential elections in 1896, 1900, and 1908). July 17, 1897: Seattle steamer Portland: ton of gold Gold Rush new gold discoveries in Alaska, S. Africa allowed money supply to expand even with gold standard

1907:  Major panic; National Monetary Commission established - its recommendations lead to establishment of Federal Reserve 1914:  Federal Reserve System begins operations WWI: gold flows to US: other nations leave gold standard

1921: recession

1920s: prosperity stock market banks lend money for stock market purchases       10 percent margin  Fed Reserve supported banks with funds rise in stock prices  / bubble effect  tulip bubble - 1600s'  South Sea stock bubble -  crash of 87

crash

Thur Oct 24, Tue Oct 29, 1929 Federal Reserve let money supply fall by 1/3

 --memory of hyperinflation--personality clash with NY Fed. Pres. Strong / died 1928

1932  -- prices had fallen by about 1/3 wave of bank failures --4,000 in 1933

mid 1929 -- 25,000 commercial banks  down to only 15,000

1933 March 6, Bank Holiday declared by president:Franklin Roosevelt Depression

1933:  Glass-Steagall Act: establish FDIC (deposit insurance) prohibit payment of interest on demand deposits

1933:  price of gold raised to $35 per ounce;  U.S. citizens  forbidden to hold gold except for ornamental purposes

1946:  Bretton Woods conference; establish system of fixed exchange rates

1971:  inflation U.S. gold stock falls to $10 billion; U.S. devalues dollar: by raising price of gold to $38 per ounce; U.S. stops converting dollars into gold

1973:  U.S. raises official price of gold  to $42.22 per ounce Floating exchange rates come into effect; end of Bretton Woods system

1975:  end of prohibition against U.S. citizens holding gold

1970s: period of high inflation (especially 1974 and 1979)

1979:  Paul Volcker announces new Federal Reserve policy :more control will be exerted over monetary

1980:  market price of gold rises above $800 per ounce

1980: (DIDMCA) Depository Institutions Deregulation and Monetary Control Act

 phase-out of interest rate ceilings on deposits begins; all depositary institutions required to meet reserve requirements

1982:  Garn-St. Germain act passed, providing further decontrolS&L crisis

Books

David Hackett Fischer's The Great Wave: Price Revolutions and the Rhythm of History
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