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annuities outstanding in this subscription. As it became clear that the Company would 
succeed in accumulating most of the outstanding debt, share prices rose rapidly to 700 
pounds. 

To  permit it sufficient cash to engage in market price manipulation and to make 
loans to its shareholders, the Company undertook a third cash subscription on June 
17, 1720, in which it sold a par value of 5 million pounds (50,000 shares) for a market 
price of 1000 pounds per share. Purchasers had to pay one-tenth down in cash (5 
million pounds), with the remainder to be paid in nine semi-annual payments. Share 
prices immediately jumped from 745 to 950. The final cash subscription occurred on 
August 24. The Company sold shares with a par value of 1.25 million pounds at a 
price of 1000 pounds per share. One-fifth was required immediately in cash, with four 
additional payments at nine-month intervals." 

Finally, the Company offered two additional bond subscriptions; terms for 
subscribing the remaining irredeemables and the redeemables were announced on 
August 4 and August 12, respectively. Of the outstanding 16.5 million pounds in 
redeemables, 14.4 million pounds were exchanged for 18,900 shares of stock. At 

"From June 24 to August 22, the transfer books of the Company were closed in preparation for a dividend 
payment, so the market prices depicted in Figure 3 for this period were future prices. Neal (1988) argues 
that the peak price was 950 on July 1. Scott (191 1) indicates a peak price of 1050, but this apparently 
includes the announced stock dividend of 10 percent. Following Neal, I have used the peak price of 950. 

Source: Garber, P. “Famous First Bubbles” Journal of Economic Perspectives, vol. 4, No. 2
(Spring, 1990), pp.35–54.
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