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A credit crunch lowers investment and consumption, which results in declining aggregate demand and
additionally contributes to the deflationary spiral. The Fed ignored the banks' plight. The Fed did not put
enough money in circulation to get the economy going again. Now, only the Fed was big enough to prop up
the U. Although the U. The market crash wiped out a great deal of nominal wealth for individuals and
businesses alike. The downturn became markedly worse, however, in late and continued until early  As the
public increasingly held more currency and fewer deposits, and as banks built up their excess reserves, the
money supply fell  Table 1 shows the dates of the downturn and upturn in economic activity in a number of
countries. Even countries that did not face bank failures and a monetary contraction first hand were forced to
join the deflationary policy since higher interest rates in countries that performed a deflationary policy led to a
gold outflow in countries with lower interest rates. According to the Keynesians, this improved the economy,
but Roosevelt never spent enough to bring the economy out of recession until the start of World War II. We
now understand that such a huge tax increase does not promote recovery during a contraction. Jobs available
to women paid less, but were more stable during the banking crisis: nursing, teaching and domestic work. The
New Deal Network : An award winning web site of documents, photographs, lesson plans, and listserves
relating to the Great Depression and the New Deal. New York: Cambridge University Press,  Both Presidents
Hoover and Roosevelt tried to mitigate the impact of the depression through government policies. In the fall of
, the first of four waves of banking panics began, as large numbers of investors lost confidence in the solvency
of their banks and demanded deposits in cash, forcing banks to liquidate loans in order to supplement their
insufficient cash reserves on hand. In their view, much like the monetarists, the Federal Reserve created in
shoulders much of the blame; however unlike the Monetarists , they argue that the key cause of the Depression
was the expansion of the money supply in the s, of which led to an unsustainable credit-driven boom. Too
much money had been created during the war to allow a return to the gold standard without either large
currency devaluations or price deflations. Interestingly, given the importance of the Great Depression in the
development of economic thinking and economic policy, economists do not completely agree on what caused
it. Farmers in the Midwest were doubly hit by economic downturns and the Dust Bowl. New York: Academic
Press,  When the stock market crashed , investors turned to the currency markets. The decline in German
industrial production was roughly equal to that in the United States. Former Chairman of the Federal Reserve
Ben Bernanke agreed that monetary factors played important roles both in the worldwide economic decline
and eventual recovery. However, more than 


