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Financial speculation, often regarded as the art of risk-taking in the
pursuit of profit, has a long and storied history that intertwines with the
development of markets, the rise of capitalism, and the evolution of economic
theories. The phrase "devil take the hindmost" encapsulates the ruthless
nature of speculation, where the focus is on immediate gains, often at the
expense of others. This article explores the history of financial
speculation, its impact on economies, and the moral and ethical dilemmas it
presents.

Origins of Financial Speculation

Speculation can be traced back to ancient civilizations, where merchants
engaged in trade, often buying low and selling high. However, it was during
the Middle Ages and the Renaissance that speculation began to take a more
formalized shape.

The Rise of Mercantilism

1. Mercantilist Practices: In the 16th to 18th centuries, European nations
adopted mercantilism, emphasizing state control over trade and the
accumulation of wealth. Merchants would speculate on prices of goods such as
spices, silk, and precious metals.

2. Joint-Stock Companies: The establishment of joint-stock companies, such as
the British East India Company in 1600, allowed investors to pool resources
and share profits. This laid the groundwork for modern stock markets and
speculative investments.

The Birth of Stock Markets

The late 17th century marked a significant turning point in the history of
financial speculation with the emergence of formal stock exchanges.

1. Amsterdam Stock Exchange: Founded in 1602, it became the first official
stock market, allowing investors to buy and sell shares in a regulated
environment. The exchange facilitated speculative trading and heralded a new
era of investment.

2. London Stock Exchange: Established in 1801, the London Stock Exchange
became a center for speculation in Europe, with traders buying shares in
companies based on projected profits and market trends.



Speculation in the 19th Century

The 19th century saw a surge in financial speculation, fueled by
industrialization, technological advances, and the expansion of global trade.

The Railway Boom

1. Investment in Railroads: The construction of railroads created vast
opportunities for speculation. Investors poured money into railroad
companies, often without fully understanding the risks involved.

2. Boom and Bust Cycles: The excitement surrounding railroads led to massive
stock price inflation, followed by dramatic crashes, epitomizing the
speculative nature of the time. The 1845-1846 railway mania in Britain serves
as a prime example, where stock prices soared before plummeting.

The Gold Rush and Commodity Speculation

Speculation extended beyond stocks in the 19th century, as people began to
invest in commodities.

1. Gold Rushes: The discovery of gold in California (1848) and Australia
(1851) spurred massive speculation in gold mining companies. Investors
flocked to these regions, hoping to strike it rich.

2. Agricultural Speculation: Speculators also turned their attention to
agricultural products, leading to price fluctuations based on supply and
demand. This created a volatile market environment that mirrored the
unpredictability of gold speculation.

The 20th Century: Regulation and the Rise of
Modern Speculation

The 20th century brought about significant changes in the landscape of
financial speculation, particularly in the wake of economic crises.

The Stock Market Crash of 1929

1. Causes of the Crash: Over-speculation in the stock market during the
1920s, fueled by easy credit and rampant buying on margin, led to the
historic crash of 1929. This event highlighted the dangers of unchecked
speculation and the need for regulatory frameworks.

2. Regulatory Responses: In response to the crash and the subsequent Great
Depression, the U.S. government implemented reforms, such as the Securities
Act of 1933 and the establishment of the Securities and Exchange Commission
(SEC) in 1934, to oversee and regulate financial markets.



The Post-War Era and Financial Innovation

The latter half of the 20th century witnessed the rise of new financial
instruments and an increase in speculative activity.

1. Options and Futures Markets: The introduction of options and futures
contracts allowed traders to speculate on the future prices of various
assets, from commodities to currencies. This added a new layer of complexity
to financial speculation.

2. The 1980s Bull Market: The decade saw a surge in stock prices, driven by
deregulation and financial innovation. However, it also led to excesses,
culminating in the 1987 stock market crash, known as Black Monday, where
speculators suffered massive losses.

21st Century Speculation: A New Era of
Complexity

The new millennium has brought about unprecedented changes in the financial
landscape, with technology and globalization playing significant roles.

The Dot-Com Bubble

1. Tech Speculation: The late 1990s saw a surge in speculation surrounding
technology stocks, particularly in internet-based companies. Investors poured
money into startups, often ignoring traditional valuation metrics.

2. Bubble Burst: The dot-com bubble burst in 2000, leading to significant
financial losses and a reassessment of speculative practices in technology
investing.

The Financial Crisis of 2008

1. Housing Market Speculation: The housing bubble of the mid-2000s was
characterized by speculative investments in real estate, with subprime
mortgages being packaged and sold as securities.

2. Aftermath and Regulation: The 2008 financial crisis led to widespread
economic fallout and prompted new regulatory measures aimed at curbing
excessive speculation, such as the Dodd-Frank Act.

The Ethical Dilemmas of Speculation

As financial speculation continues to evolve, it raises important ethical
questions.



Market Manipulation and Insider Trading

1. Consequences of Speculation: Speculative activities can lead to market
manipulation, where individuals or groups artificially inflate or deflate
asset prices for personal gain.

2. Insider Trading: The misuse of confidential information to profit from
trades undermines market integrity and raises serious ethical concerns.

Societal Impact of Speculation

1. Wealth Inequality: Speculation often benefits the wealthy elite, leading
to increased wealth inequality and social unrest.

2. Volatility and Economic Instability: Excessive speculation can contribute
to financial market volatility, impacting economies and individuals who rely
on stable markets for their livelihoods.

Conclusion

The history of financial speculation is a complex tapestry woven with
ambition, risk, and the pursuit of profit. From its early days in
mercantilism to the high-tech trading floors of today, speculation has
transformed economies and shaped societies. As we move forward, it is crucial
to learn from the past, recognizing the potential dangers of speculation
while harnessing its power to drive innovation and growth. The phrase "devil
take the hindmost" serves as a reminder of the cutthroat nature of financial
markets, urging both caution and responsibility among investors and
regulators alike.

Frequently Asked Questions

What is the main theme of 'Devil Take the Hindmost: A
History of Financial Speculation'?

The main theme revolves around the historical patterns and psychological
aspects of financial speculation, illustrating how human behavior influences
market dynamics.

Who is the author of 'Devil Take the Hindmost'?

The author is Edward Chancellor, a financial historian and journalist known
for his insights into market behavior and financial bubbles.

What historical events does the book analyze in
relation to speculation?

The book analyzes various historical events, including the South Sea Bubble,
the Tulip Mania, and the 1929 stock market crash, highlighting the recurring



nature of speculative manias.

How does 'Devil Take the Hindmost' relate to modern
financial markets?

It draws parallels between historical speculative events and modern financial
markets, suggesting that the same psychological factors driving speculation
persist today.

What is meant by the phrase 'devil take the
hindmost'?

The phrase implies a ruthless approach to competition, suggesting that those
who fall behind in a speculative race will be left to suffer the
consequences.

What role does psychology play in financial
speculation according to the book?

Psychology plays a crucial role, as the book emphasizes how emotions like
greed and fear can drive irrational market behavior and contribute to bubbles
and crashes.

Does the book provide any lessons for contemporary
investors?

Yes, it offers lessons about the dangers of herd behavior, the importance of
critical thinking, and the need for a disciplined investment strategy to
avoid speculative traps.

What are some of the key speculative bubbles
discussed in the book?

Key speculative bubbles discussed include the Mississippi Scheme, the Dot-com
Bubble, and the housing market bubble leading up to the 2008 financial
crisis.

How does Chancellor's writing style contribute to the
book's appeal?

Chancellor's writing style is engaging and accessible, blending historical
narrative with economic analysis, making complex ideas understandable for a
broad audience.

What impact has 'Devil Take the Hindmost' had on the
understanding of financial history?

The book has significantly impacted the understanding of financial history by
providing a comprehensive overview of speculation and its implications,
shaping how both academics and investors view market behavior.
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