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A single prosperous business session wipes outteearemembrance of

past blunders. All is forgotten until another stazomes, and a

thunderstroke shatters again the very foundatidesioboasted strength

and greatness. Our merchants and business mée bymdreds and

thousands are now mourning over their folly.

-- The IndependenDec. 24, 1857

In eerily familiar ways, the financial panic of IBprefigures the current
subprime mortgage crisis. Then as now, lightlytatgd institutions eagerly extended
credit based on exciting new financial instrumegpgculators assumed that real property
values would continue to climb indefinitely, ane tteverberations from the inevitable
collapse echoed round the world. The words ofpurelit seem apt: History repeats
itself because nobody listefs.

What follows is an account of the panic of 185guably the first truly global
financial meltdown that involved multiple interlaok markets and sectors. In their
study of the panic, Calomiris and Schweikart (199iggest that the trigger may have
been the case @ifred Scott v. Sanfortalthough they acknowledge the difficulty of
proving this contention. Using a heretofore un&pgata source, | find empirical
evidence that the case indeed helped set off this erand set the stage for secession.
By affirming the value of slave property and undstiag the value of territorial land,
Roger Taney’s opinion stemmed the tide of migrati@stward, lowered the worth of
investments in western railroads, and created hamdd/all Street. A®red led to panic,

panic led to war. Because the South weatherefirtaecial turmoil relatively better than

the North, Dixie’s departure from the Union becaamaore realistic option.



