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Motivation: tie up loose ends from 
2014 forensic paper

• Thinking about transactions prompts useful research 
questions. Why did stock prices bottom in late 
November 1907 and not with formation of Morgan’s 
stop-gap measures in October?

• We found the Bank of France’s willingness to undercut 
the US premium on gold to defend its circulating 
medium. 

• Loose ends from first paper: why was Heinze so sure 
the shorts would cover? Why wouldn’t United Copper 
stock go lower?

• What was happening in the other countries Noyes 
wrote about? 
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Hypothesis: source of 1907 crisis was 
international not domestic

• Timeline argument: if other cities experienced 
crises before NY or coincident with NY, then 
NY was not the cause

• Locations of bank panics outside NY were: 
Alexandria, Egypt; Nagoya, Japan; Amsterdam, 
Holland; Hamburg, Germany; Genoa, Italy; 
Santiago, Chile and Copenhagen, Denmark 
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Location and Timing of Bank Crises
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Alexandria, Egypt January1907 through April 1907

Nagoya, Tokyo and many other Japanese cities April 1907 through April 1908

Genoa, Italy September 1907

Hamburg, Germany October 1907

New York, USA October and November 1907

Santiago, Chile November 1907 through January 1908

Amsterdam, Holland November 1907

Copenhagen, Denmark December 1907 through June 1908
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Understanding the  Heinze transaction

• Heinze borrowed funds from banks and 
shadow banks to buy shares of company he 
controlled, United Copper, organized in 1902 
to own claims to mines. In Butte, Heinze was 
the largest countervailing force to 
Amalgamated Copper, later known as 
Anaconda and controlled by Rockefeller 
interests.

• Started a concerted effort to buy the shares, 
sharply bidding up price on October 14 
expecting shorts to receive margin calls, 
precipitating forced covering at his high limit 
prices to sell. Shorts were able to get more 
shares from other sellers willing to sell at 
lower prices to covering short sellers.

• He may have been convinced shorts would 
cover because the big drop in copper price 
was over. Other sellers might have been 
willing to sell at prices lower than Heinze’s
limit because big drop in copper price was 
over.
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Results

• Inelasticity of quantities supplied and demanded of 
copper with respect to price led to especially volatile 
price. That means loans made by banks to copper 
producers could be riskier than other types of loans.

• Long term price rise may have accelerated in the San 
Francisco episode; dummy variable associated with the 
largest liquidity inflows to SF is significant.

• Borrowers sensitive to copper prices failed, and lenders 
sensitive to those borrowers failed.

• Each country had unique response to bank failure but 
all required a lender of last resort to provide liquidity.
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More results

• Copper price also sensitive to business cycle 
variable. When monetary tightening 
eventually produced recession in May 1907, 
demand for copper likely declined and prices, 
although inelastic, eventually responded by 
declining 
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Questions still to answer

• We want to know more about each failed bank. 
Chile has the most accessible information so far.

• We want to know if there are there data from San 
Francisco that refer to copper usage after quake.

• We want to know the features of each country’s 
institutional settings that were associated with 
varying degrees of crisis severity.

15



0%

2%

4%

6%

8%

10%

12%

14%

16%

0

20

40

60

80

100

120

1
5

-A
p

r-
0

7

1
-M

ay
-0

7

1
5

-S
e

p
-0

7

1
0

-O
ct

-0
7

5
-N

o
v-

0
7

2
2

-N
o

v-
0

7

1
-D

ec
-0

7

1
-M

ar
-0

8

Japan Egypt Holland Germany Italy USA Chile Denmark

Spread  between high and 
low grade bonds

Copper price in £ per ton

Dates and sizes of spreads compared to timing 
of drop in copper prices sorted by country

16



87

88

89

90

91

92

93

94

95

96

97
1

/6
/1

9
0

6

2
/6

/1
9

0
6

3
/6

/1
9

0
6

4
/6

/1
9

0
6

5
/6

/1
9

0
6

6
/6

/1
9

0
6

7
/6

/1
9

0
6

8
/6

/1
9

0
6

9
/6

/1
9

0
6

1
0

/6
/1

9
0

6

1
1

/6
/1

9
0

6

1
2

/6
/1

9
0

6

1
/6

/1
9

0
7

2
/6

/1
9

0
7

3
/6

/1
9

0
7

4
/6

/1
9

0
7

5
/6

/1
9

0
7

6
/6

/1
9

0
7

7
/6

/1
9

0
7

8
/6

/1
9

0
7

9
/6

/1
9

0
7

1
0

/6
/1

9
0

7

1
1

/6
/1

9
0

7

1
2

/6
/1

9
0

7

1
/6

/1
9

0
8

2
/6

/1
9

0
8

3
/6

/1
9

0
8

4
/6

/1
9

0
8

5
/6

/1
9

0
8

6
/6

/1
9

0
8

Index of Long-term Sovereign Bond Prices
Indicator of Global Liquidity

17


