
The Creators and Corruptors of American
Finance: A Historical Perspective
The history of American finance is a complex and fascinating one, marked
by both great innovation and spectacular failures. The financial system has
played a vital role in the development of the United States, providing the
capital and liquidity necessary for economic growth. However, it has also
been the source of numerous crises, from the Panic of 1873 to the Great
Recession of 2008. These crises have often been caused by a combination
of factors, including excessive risk-taking, lax regulation, and outright fraud.
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In this article, we will explore the history of American finance, from its
origins in the colonial era to the present day. We will examine the key
events and figures that have shaped the financial system, and we will
discuss the lessons that can be learned from past mistakes.
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The Colonial Era

The origins of American finance can be traced back to the colonial era. The
first banks were established in the 17th century, and they played a vital role
in the development of the colonial economy. Banks provided loans to
businesses and individuals, and they also issued paper currency. This
currency was not always backed by gold or silver, and it often fluctuated in
value. However, it was essential for the functioning of the colonial economy.

The colonial era also saw the development of a number of other financial
institutions, including insurance companies and investment funds. These
institutions helped to spread risk and provide capital for new businesses.
However, they were also susceptible to fraud and abuse. In 1692, for
example, the Massachusetts Bay Colony was rocked by a financial scandal
involving the sale of fraudulent land titles. This scandal led to the collapse
of several banks and the loss of fortunes for many investors.

The 19th Century

The 19th century was a time of great economic growth and financial
innovation in the United States. The country experienced a series of
industrial revolutions, and the financial system played a key role in
providing the capital necessary for this growth. New financial institutions
were created, including investment banks and trust companies. These
institutions helped to finance the construction of railroads, factories, and
other infrastructure projects.

However, the 19th century also saw a number of financial crises. The Panic
of 1873, for example, was caused by a combination of excessive risk-taking
and lax regulation. The crisis led to the failure of numerous banks and
businesses, and it caused a severe recession. The Panic of 1893 was



another major financial crisis that occurred in the 19th century. This crisis
was caused by a combination of factors, including a decline in agricultural
prices and a loss of confidence in the financial system. The Panic of 1893
led to a deep recession and a prolonged period of economic stagnation.

The 20th Century

The 20th century was a time of major financial innovation and regulation.
The Federal Reserve System was created in 1913 to provide a central
bank for the United States. The Federal Reserve played a key role in
stabilizing the financial system and preventing financial crises. However, it
was not able to prevent the Great Depression, which began in 1929. The
Great Depression was the worst economic crisis in American history, and it
caused widespread unemployment and poverty.

In the aftermath of the Great Depression, the United States government
passed a number of laws to regulate the financial system. These laws
included the Glass-Steagall Act, which separated commercial banks from
investment banks, and the Securities Exchange Act, which created the
Securities and Exchange Commission (SEC). These laws helped to
prevent some of the abuses that had led to the Great Depression.
However, they were not able to prevent the financial crisis of 2008.

The 21st Century

The financial crisis of 2008 was the worst financial crisis since the Great
Depression. The crisis was caused by a combination of factors, including
excessive risk-taking, lax regulation, and outright fraud. The crisis led to the
failure of numerous banks and businesses, and it caused a severe
recession. The financial crisis of 2008 has led to a number of reforms to the
financial system. These reforms include the Dodd-Frank Wall Street



Reform and Consumer Protection Act, which was passed in 2010. This law
is intended to prevent future financial crises by increasing regulation of the
financial sector.

The history of American finance is a complex and fascinating one. The
financial system has played a vital role in the development of the United
States, providing the capital and liquidity necessary for economic growth.
However, it has also been the source of numerous crises. These crises
have often been caused by a combination of factors, including excessive
risk-taking, lax regulation, and outright fraud. In order to prevent future
financial crises, it is important to understand the history of the financial
system and to learn from past mistakes.
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