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The Roaring 20s —
Past and Present

Nowhere does history indulge in repetition so often or uniformly as
on Wall Street. When you read contemporary accounts of booms or
panics, the one thing that strikes you most forcibly is how little either
stock speculation or stock speculators today differ from yesterday.
The game does not change and neither does human nature.

- Jesse Livermore,

Legendary trader, whose exploits captivated Wall Street's attention from 1900 to 1940.

Andrew Ross Sorkin's recently published 7929 has risen to number three on The
New York Times best-seller list —a clear sign that the now 3-year-old stock market
rally has captured America’s attention. The book chronicles 1929's infamous crash
and has prompted lots of discussion. | have often been asked if the persistent up-
trend is too good to be true? Now, thanks to Sorkin, | am fielding questions about
certain parallels between the spectacular bull market during the Roaring 20s and
the present-day advance. As the saying goes, time will tell. Success in the money
game requires a keen knowledge of the past. History tells us that the future path of
stock prices is more likely to be determined by the primal instincts of investors than
basic economic fundamentals.

Jesse Livermore's comment above clearly cites the significant impact that the hu-
man psyche has on financial markets. Livermore gained notoriety, not only for his
big scores, but also his crushing losses. It has been reported that he made millions
shorting stocks during the Great Crash, then lost it all. He lived a flamboyant lifestyle
—wives, mistresses, mansions, and was a master at planting stories in the press that
juiced his trading positions. Unfortunately, Livermore’s life ended tragically when he
committed suicide in a cloakroomat New York's Sherry Netherland Hotel. The highs
and lows of a lifetime of speculation finally took their toll. His tragic demise sends a
message to members of Generation Z dreaming about speculating for a living.
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Mention “1929” and everyone knows where the ref-
erence is heading, but the stock market crash itself
has been relegated to the dustbin of history — dis-
cussed and dismissed when October rolls around.
Sorkin's book is timely and wonderfully crafted, but
it is important to stress that stock market crashes
are a rare phenomenon. They are comparable to a
perfect storm and the way to prepare is to study the
climate that produces them.

Here are some observations about the Roaring 20s
—acentury apart.

+ Visions of easy wealth captivate the national
psyche. President Coolidge expressed concern
prior to leaving office that there was “an inordi-
nate desire to get rich quickly with a minimum of
physical effort.” Soaring stock prices created the
illusion that easy money was there for the taking
and that everyone, not just the Wall Street fat
cats, would be rewarded. Lower Manhattan was
bursting with “bucket shops,” where society’s
poorest could bet on the direction of stock pric-
es. Crowds flocked around the New York Stock
Exchangejusttobe near the action. Inreality, only
atiny fraction of the U.S. population was crushed
financially by 1929's crash. If the Great Depres-
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sion that followed had been avoided, the mar-
ket's collapse would be highlighted in a footnote
along with 1987's debacle. Today's shareholder
population is gigantic, anyone with a cellphone
can place digital wagers. Online brokers provide
rewards for active traders and unchecked ac-
cess. One can trade anything that moves — sin-
gle-stock ETFs, daily expiration stock options,
meme posts, crypto, you name it. In 1929, this
crowd would have beenreferred to as “plungers.”
Today, gambling in general has become a nation-
al addiction. Parlay vous”?

Leverage, leverage, leverage — Every financial
panic in history has been triggered by debt fund-
ed purchases of the assets of the moment. Mar-
gin with thin cushions as low as 10% was readily
available throughout the 1920s. The practice
was so widespread that even leading US corpo-
rations were loaning funds to brokers via the “call
market” so that additional loans could be provid-
ed.In September 1929, margin lendingincreased
by $670 million, a huge sum back then. Margin
calls created a chain reaction to the downside in
October. People lost everything. Borrowed mon-
ey underpins too many asset classes in 2025.
Right now, leverage is much less of a concern for
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BUFFETT INDICATOR: US STOCK MARKET VALUE TO GDP
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the stock market. The real danger lies in crypto-
currencies, derivatives, and the most exotic debt
instruments. Keep a close watch on the “bitcoin
treasury” companies. These are businesses
that have issued debt to stockpile crypto. Their
shares are trading at sizeable premiums to the
value of their crypto holdings. This could get ugly.
An unknown is how a crypto crash might impact
the equity market. Digital currencies are illiquid;
holders might be forced to dump liquid assets
like stocks to cover losses.
¢ A handful of companies grab most of the at-
tention. 1929 witnessed its own version of the
Magnificent Seven. Trading activity was con-
centrated on companies such as Radio Corp.
of America, US. Steel, General Electric, DuPont,
and Delaware & Hudson. Like Nvidia now, RCA
was the stock of the moment in the 1920s. “Ra-
dios” shares did not pay a dividend and skyrock-
eted on projections of never-ending growth.
RCA rallied from $85 in 1928 to $506 prior to the
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washout. Its price then plunged to $26, a loss of
95%. The lesson for Mag 7 shareholders; there
is never any harm taking some of the outsized
gains off the table. The best time to sell is when
you can without pressure.

CEOs, Wall Street financiers, and hedge
fund managers became as famous as movie
and rock stars. Media outlets gush over Huang,
Bezos, Zuckerberg, Musk, Altman, Dimon, Tep-
per, and Griffin, just like they sensationalized the
exploits of Morgan, Lamont, Mitchell, Durant,
Raskob, Meehan, Fisher, and Livermore. Rep-
utations were destroyed by 1929's wipeout.
Investors must recognize that during combusti-
ble investment times, people in high places ma-
nipulate the media to provide reassurance and
defend their own interests. The most egregious
example in 1929 was Albert Wiggin, President
of Chase National Bank, who shorted the bank's
stock in his personal account, while urging the
public to remain calm. In 2025, the key players
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donotrequire access to journalists to manipulate
opinion—a simple X post will do the trick.

Society wrestles with an enormous wealth
disparity between the haves and have nots.
The laissez-faire economic philosophy of earlier
times produced vast dynastic fortunes. Like ev-
erything else, the scale of riches in the current
erahas grown exponentially. The billionaire class
is global in nature. There is, in fact, an additional
level of uber money. A brand-new book is titled
The Haves and Have Yachts: Dispatches from
the Ultra Rich, which sums up everything. | won-
der sometimes if the urge to gamble provides a
sense of hope and escape for those trapped in
society’slower tiers. Does a widening wealth gap
encourage speculation? Or is it a soaring stock
market?

The U.S. Federal Reserve Bank has learned
painful lessons and respects the sheer pow-
er of the financial markets. It is hard to over-
state the incompetence of the Fed in the 1920s
and the early years of the Great Depression.
Plain truth — the central bank failed to act to pre-
vent or stem the crisis. The performance of the
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stock market is not part of the Fed's dual man-
date to combat inflation and boost employment;
however, the modern-day Fed realizes that it
must protect the financial system, no matter the
cost. Central bankers will not act to specifically
prevent a bear market in stocks, but they will ride
to the rescue — witness the decisive response
to the Covid collapse. In 1929, the central bank
was hiking rates. Jay Powell's Fed has initiated
a rate-cutting cycle, which is bullish until policy
changes. Remember — liquidity determines the
prevailing trend.

Investor psychology may be complacent but
has not yet reached a euphoric pitch. Yes, Al
is the rage, but there is a ton of bubble talk. This
indicates healthy skepticism. The investment at-
mosphere can get crazier, much crazier. Expect
to see a barrage of fundamentally unsound IPOs
before the peak. Surveys of investor sentiment
continue to register traces of pessimism - quite
positive from a contrary perspective. As said
before, the extreme speculative zeal exists in
areas outside of the stock market. This was not
the case in 1929, when the mania was all about
stocks.
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¢ Apart from last April’s tariff induced correc-
tion, the path of this bull cycle has beenratio-
nal and orderly. The age, scale, and character
of the current rally bear no resemblance to the
rousing advance throughout the 1920s - when
it was up, up, and away. The Dow Jones Indus-
trial Average soared 367% from August 1928 to
September 1929. A key precursor of a crash is
wild volatility accompanied by a climactic, par-
abolic final leg upward. In 1929, the Dow spiked
27% over the 90 days leading into the Septem-
ber top. Same thing happened in 1987 — the Dow
had rocketed 44% year-to date before tumbling.
It requires that type of action to produce an over-
whelming euphoria. Again, inboth 1929 and 1987,
the Fed had commenced increasing its bench-
mark lending rate, not easing.

Veteran investment strategist, CFRA Research's
Sam Stovall, has an apt saying: “History is a guide,
but never gospel.” Yes — we are witnessing certain
characteristics of investor behavior reminiscent of
the run up into 1929, but truthfully, a direct compar-
ison is a stretch. In those days, Wall Street's trading
architecture was prehistoric relative to our technol-
ogy driven era. Nevertheless, investors will always
need to remember Jesse Livermore's comment
about the timeless swings of human nature. Al will
not be able to extinguish fear and greed. The invest-
ment world's constant enemy is us. As the ancient
proverb says: “Speculation buys up the intelligence
of thoseinvolved.” =
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The views expressed here are those of the author and may not reflect those of the firm. Please remember that past performance may not be indicative
of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any
specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Withum
Wealth Managenemt ["WWM]), or any non-investment related content made reference to directly or indirectly in the presented material(s) will be prof-
itable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due
tovarious factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.
Moreover, you should not assume that any discussion or information contained in this presentation serves as the receipt of, or as a substitute for, per-
sonalized investment advice from WWM. To the extent that areader has any questions regarding the applicability of any specific issue discussed above
tohis/her /their individual situation, he/she/they is/are encouraged to consult with the professional advisor of his/her/their choosing. WWM is neither a
law firm nor a certified public accounting firm and no portion of the presented material(s) should be construed as legal, accounting or consulting advice.
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