
Every few years, the global financial system seems to experience another 
boom-and-bust crisis. Every crisis has its own specific factors and causes. 
But there are always a few crucial common ingredients, and a common 
recipe for “baking” them into a toxic economic surprise! Unless and until 
we change the recipe, we’ll experience 
these boom-and-bust episodes 
over and over again.

An asset is anything that can be bought and re-sold. Real estate. Dot-com internet 
stocks. Derivatives. 

Even flowers. In the 1620s, the Dutch economy was ruined by a speculative episode 
focused on buying and selling rare tulip bulbs. Driven by speculation, tulips became 
astronomically expensive — until the crash. 

Every speculative episode starts with an asset — any asset — whose price is initially 
rising, for whatever the reason.
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DEFINITION: 
“Speculation” is the act of buying something, and then selling it again, in 

hopes of making a profit. Nothing is produced. No jobs are created (except 

for brokers — the middlemen). But it’s a quick, easy way to make money    

— mostly for those who had money to play around with in the first place. 

“Buy low, sell high.” That’s the motto of speculators. Every financial soufflé 

begins with a good supply of speculation.

Speculation

The ingredients of financial chaos 
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