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Mr. Sorkin discussed for the audience the nature of financial crises, the 1929 crash in particular, and 

potential parallels between then and now. 

Mr. Sorkin observes that crises in the US financial system tend to occur every 7-8 years, so by some 

reckoning, since 2008, one is overdue.  The pattern is that crises come about “gradually, then suddenly.” 

The roaring 20s was a time of new technological products such as autos, planes and radios.  Corporations 

such as General Motors and Sears Robuck pioneered the extension of credit so that consumers could 

purchase these products.  Wall Street also loaned money to individuals to buy stocks on the assumption or 

hope that prices would only go up.  When the market started tanking in September 1929, banks called in 

these loans which borrowers could not repay.  This downdraft was exacerbated by: 

• Structural constraints (e.g. the gold standard) 

• Transparency problems driven by speculation and stock manipulation (e.g. pool operations) 

The crash initiated a ten-year Great Depression.  Mr. Sorkin said that the Depression was the product of 

faulty policy decisions in Washington, such as injurious tariff and tax policies, and a vacillating Federal 

Reserve. 

 So are there parallels between 1929 and today.  In some ways today is in better shape (e.g. new 

institutions such as the FDIC, and low unemployment).  And even talk of an investment bubble around AI 

may be exaggerated.  But Mr. Sorkin calls national debt the “singular through line” behind every financial 

crisis since 1929. 

• Currently the US national debt stands at 38 trillion dollars. 

Mr. Sorkin claimed that these fiscal problems are probably being worsened by political problems.  An 

independent Federal Reserve would be necessary for dramatic action in the next crisis, and right now that 

independence seems to be under fire.  And business leaders are not talking about the debt issue for fear of 

repercussions. 

Mr. Sorkin quoted distinguished British-American  historian Niall Ferguson, saying that when a great 

power spends more on debt servicing than on defense, it ceases to be a great power. 
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