THE PANIC OF 1819
     The Panic of 1819 resulted from the end of warfare between France and Great Britain.  These two nations had been at war with each other since the 1680s.  They finally settled their differences in 1815.  While these two nations were at war,  the United States had prospered.  These European nations needed American industrial and agricultural products to sustain themselves during the conflict.  Once the war ended, American products were no longer in such great demand.  Both the French and the British downsized their respective militaries.  Many of these former soldiers returned home and assumed their peacetime occupations, cutting into the need for American items overseas.

     While U.S. goods, especially agricultural products, were in high demand, Americans had purchased Western land at an extravagant rate.  In 1815, Americans purchased roughly one million acres of land from the federal government.  In 1819, the amount of land had skyrocketed to 3.5 million acres.  
     Many Americans could not afford to purchase the land outright.  The federal government did allow Americans to buy the land on credit.  As the economy ground to a halt in 1819, many Americans did not have the money to pay off their loans.  The Bank of the United States, as well as state and private banks, began recalling loans, demanding immediate payment.  The banks' actions resulted in the Banking Crisis of 1819.  Many farmers lost everything.

     The Panic of 1819 also hurt industrial workers.  The United States had just begun to industrialize when these European wars ended.  American manufacturers now faced competition from older, more established firms in England and France.  Many early factories closed their doors because they could not compete.  Those businesses that stayed open frequently did so by cutting employee wages.

     The Panic of 1819 and the resulting Banking Crisis contributed immensely to the rise of Andrew Jackson.  He argued against the Bank of the United States, a message many Americans wanted to hear.

The panic was frightening in its impact. 

·  In New York State, property values fell from $315 million in 1818 to $256 million in 1820.

·  In Richmond, property values fell by half.

·  In Pennsylvania, land values plunged from $150 an acre in 1815 to $35 in 1819.

     Fifty thousand people were unemployed or irregularly employed in New York, Philadelphia, and Baltimore, and one foreign observer estimated that half a million people were jobless nationwide. 

     To address the problem of those who had lost their jobs and were now poor, newspapers appealed for old clothes and shoes for the poor, and churches and municipal governments distributed soup. Baltimore set up 12 soup kitchens in 1820 to give food to the poor. 

The downswing spread like a plague across the country.

· In Cincinnati, bankruptcy sales occurred almost daily. 

· In Lexington, Kentucky, factories worth half a million dollars were idle.

Matthew Carey, a Philadelphia economist, estimated that 3 million people, one-third of the nation's population, were adversely affected by the panic. In 1820, John C. Calhoun commented:
 "There has been within these two years an immense revolution of fortunes in every part of the Union; enormous numbers of persons ruined; multitudes in deep distress." 

The panic had several causes, including: 

· a dramatic decline in cotton prices, 

· the closing of many factories due to foreign competition. 

The panic unleashed a storm of popular protest. 

· Manufacturing interests called for increased protection from foreign imports, but a growing number of Southerners believed that high protective tariffs, which raised the cost of imported goods and reduced the flow of international trade, were the root of their troubles. 

· Many people clamored for a reduction in the cost of government and pressed for sharp reductions in federal and state budgets. 

· Others, particularly in the South and West, blamed the panic on the nation's 
· banks and particularly the tight-money policies of the Bank of the United States.
Questions:

1.  What happened to the demand for agricultural products once the war of ended?

2 .  How did the end of the war effect demand for American goods shipped to Europe?

3.  Why did people rush to purchase Western land?

4.  If they could not afford it, how did they manage to pay for it?

5.  What does it mean to “recall” a loan?

6.  How did the panic hurt industrial worker?
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