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(FROM BBC.CO.UK)

A. A COMIC ANECDOTE ON THE TULIP CRAZE
 
One frosty winter morning, at the start of 1637, a sailor presented himself at the counting house of a wealthy Dutch merchant and was offered a breakfast of fine red herring.

The sailor noticed an onion - or so he thought - lying on the counter. According to Charles Mackay, writing in Scotland 200 years later, he pinched it. "He slyly seized an opportunity and slipped it into his pocket, as a relish for his herring, and proceeded to the quay to eat his breakfast. The merchant had hardly turned his back when he missed his valuable “Semper Augustus” onion, worth 3,000 florins, or about £280."

Relative to the wages of the time, that is well over $1m (£770,000) today.

Seeking a zesty accompaniment to his fish, the sailor had unwittingly pilfered not an onion, but a rare “Semper Augustus” tulip bulb. And in early 1637, tulip bulbs were reaching some truly extraordinary prices. 

Then, very suddenly, it was over. In February that year, bulb wholesalers gathered in Haarlem, a day's walk west of Amsterdam, to find that nobody wished to buy. Within a few days, Dutch tulip prices had fallen tenfold.

Tulip Mania is often cited as the classic example of a financial bubble: when the price of something soars, not because of its intrinsic value, but because people who buy it expect to be able to sell it again at a profit, prices can collapse to almost nothing.







THE TULIP CRAZE – THE FIRST FINANCIAL BUBBLE IN THE WORLD ?

SYNONYMS FOR THE WORDS IN BOLD (different choices are available) 
1
1. a pickle 
2. a mariner
3. a “salt”
4. an appetizer
5. accounting agency
6. affluent
7. becoming outrageously expensive
8. far above
9. from the Netherlands 
10. goes up and up
11. had lost 90% of their value 
12. just
13. keeps rising 
14. had been divided by ten
15. looking for
16. lost 
17. merchants who sell or buy tons of tulip onions 
18. pocketed it
19. rich 
20. salaries
21. secretly, without anyone noticing
22. skyrockets
23. smoked fish 
24. spicy
25. stealthily
26. stole
27. stolen
28. tasty
29. took
30. unknowingly
31. wanted to purchase
32. was robbed of
33. way (=far) more than


1. Use the text to prove that all these points are right (add details : how/ why))

A. 17th Century Dutch eating habits were very different from 21st Century French eating habits.
B. Dutch bankers pursued investment strategies that seem really weird today. 
C. In this story, a Dutch banker lost a lot of money. 
D. Even if the person who stole his assets was greedy, he wasn’t actually  a criminal. 
E. In fact, this isn’t robbery, it’s just a ridiculous misunderstanding! 
F. Prices were very irrational and volatile on the tulip market. 

2. Summary : explain what happened in that Dutch “counting house”. 

In the 17th Century, banks were called “..............” and they also functioned as ………… 

In 1637, a Dutch merchant invited a sailor ………………  .

However, the sailor did something he wasn’t supposed to do. He ……………………………... 

This was a catastrophic loss for the Dutch merchant because …………………………….. 

If it had happened a few weeks later, the problem would have been less serious, because …… 

This story is considered as the perfect example of ………… 

While it is considered as historical and true, some people think that …………..  

B. (Sum up : audiofile)

C. WAS THE TULIP MANIA ACTUALLY A FINANCIAL BUBBLE .... OR IS IT ALL FAKE NEWS? 

It may seem foolish to pay $1m for a tulip bulb - but if you hope to sell it on to another buyer for $2m, it can still be a rational investment. This is known as the "greater fool" theory. Whether or not it explains the tulip craze, however, is a subtle question. 
The story of the hungry sailor is probably false. Although the idea that some poor fellow ate his million-dollar tulip bulb with a herring is fanciful, the rarest bulbs were actually million-dollar treasures. In the early 1600s, the price of tulips just kept on rising. The highest price for which we have good evidence was 5,200 guilders for a single bulb, in that winter of 1637. That is more than three times what Rembrandt charged for painting « The Night Watch » just five years later, and 20 times the annual income of a skilled worker, such as a carpenter.
The tulip was the ultimate status symbol, the definitive emblem of how much you were worth. Just as the super-rich today collect beautiful paintings at extraordinary prices, the newly wealthy Dutch merchant class began to collect and display rare tulips. And not always honestly. The celebrated botanist Carolus Clusius generously shared his tulips with friends and colleagues, yet suffered many thefts of rare plants. His treasures were, after all, just growing in gardens. On one occasion, Clusius had some unique flowers stolen, only to find them in the garden of a Viennese aristocrat who denied all knowledge of their provenance.
Financial bubbles burst when expectations reach a tipping point : once enough people expect prices to fall, the supply of “greater fools” dries up. Does that explain the sudden collapse in prices in February 1637? Perhaps. But there's another theory. The fall in prices may have come from an unexpected increase in supply, rather than the sudden decrease in the number of « greater fools ». As rare bulbs such as “Semper Augustus” multiplied over the years, it is only natural that their price would fall. 
In February 1637, when many tulip shoots burst through the soil, the bulb traders might have realised that the crop would be bountiful, and the rare flowers would be less rare than they had imagined. People had purchased rare bulbs on credit, hoping to repay their loans with a yield, when they sold their asset for a profit. But when prices began to collapse, these bulb holders were forced to sell off their asset at any price to repay their loans, and many of them declared bankruptcy.
But tulips are just tulips after all. And the tulip craze was a niche market. Although the tulip crash destroyed relationships built on trust and people’s willingness and ability to pay, the prosperous Dutch economy sailed on. This crash can’t be compared to the 1920s Florida property craze,[footnoteRef:1] which was one of the causes of “Black Thursday” in 1929.[footnoteRef:2]) That craze proved to be a very big concern when it triggered a global crisis.  [1:  https://fcit.usf.edu/florida/lessons/ld_boom/ld_boom1.htm]  [2: https://courses.lumenlearning.com/suny-ushistory2os2xmaster/chapter/the-stock-market-crash-of-1929/
] 

So where does the idea of a “tulip bubble” come from? According to the Smithsonian Magazine, 17th Century Dutch Calvinists painted an exaggerated scene of economic ruin because they thought that the tulip-driven consumerism boom would lead to societal decay. They insisted that speculative wealth was ungodly, and the belief remains to this day. And Charles Mackay's 1841 book may have exaggerated the tulip crisis to play down a contemporary concern -- the railway mania of the 1840s [footnoteRef:3] Actually, the railway bubble’s shockwave was much more important than the impact of the tulip crash in the 1630s.  [3: https://www.focus-economics.com/blog/railway-mania-the-largest-speculative-bubble-you-never-heard-of/] 


Retrouvez le sens des mots soulignés : 
abondant / acheter / accroissement / attentes, prospectives / atteindre un point de  non retour / avoir, bien / commerçant / confiance / déclin / diminution / éclater / éclore /  effondrement / exposer, mettre en vitrine / disparaitre / disposition à ; volonté de / emprunt / fortuné / incroyable, tiré par les cheveux / maudit, diabolique / ne pas cesser de / onde de choc / partager / présenter une facture / problème / propriétaire, détenteur / preuve(s) / qualifié / quantité, réserve de / récolte / relativiser / rendement, marge / revendre  (à) / se faire voler / signe extérieur de richesse / stupide / valoir / vendre à perte / vols / vraiment
Traduire : 
· It may seem foolish to pay $1m for a tulip bulb - but if you hope to sell it on to another buyer for $2m, it can still be a rational investment. 


· Although the idea that some poor fellow ate his million-dollar tulip bulb with a herring is fanciful, the rarest bulbs were actually million-dollar treasures.


· Financial bubbles burst when expectations reach a tipping point : once enough people expect prices to fall, the supply of “greater fools” dries up.


· When prices began to collapse, the bulb holders were forced to sell off their asset at any price to repay their loans.




BACK TO ENGLISH ! 

QUESTIONS (pairwork, develop these points and report on what you found)

1. Which range (=category) of customers did the tulip market target ? 


2. Give an example of human greed (=avidity) in the tulip craze. 


3. Were the Dutch merchants who invested on the tulip market stupid people, or wise investors?


4. Explain what the « greater fools » theory consists in.


5. Explain why some people said that a financial crash was caused by the tulip craze, and explain why they did this.



6. If the crash of the tulip craze wasn’t triggered by a financial bubble, what could have been its cause(s) ?











Match these definitions to appropriate words 

(Definitions from Investopedia.com) 
« fungibility » / « bond » / « Non Fungible Tokens » (=NFTs) / shares / “futures contracts” / « hedge funds » 

1) an actively managed investment that pools money from accredited investors and seeks high financial returns by using complex investment strategies and significant risk.
2) loans to governments and companies that provide regular interest and return the investor’s principal at maturity (=within five or ten years). These fiancial products can be purchased through online brokerages, directly from the government (TreasuryDirect), or through bond funds and exchange-traded funds (ETFs) that handle the details for you.
3) Individual bonds offer predictable returns with fixed end dates, while bond funds provide diversification without guaranteed principal return.
4) the ability of a good or asset to be interchanged for a similar item (for example, a $1 bill is easily convertible into four quarters or 10 dimes.)
5) Unique, non interchangeable items such as luxury cars, palaces, jewels, or artwork. When they are "tokenized", their value and the transactions associated to them are recorded on a blockchain, which reduces the risk of fraud.
6) units of ownership in a company that investors can purchase. It usually gives them a seat at the company’s board. 
7) a financial instrument through which a buyer and seller agree to transact an asset at a fixed price at a defined date. It is a speculative financial product because it can be bought or sold on the stock market before the date expires.

Are the tulips fungible or non fungible in the context of the 17th Century Dutch tulip market? 
Can they be considered as shares, as bonds, or as futures ? 

Explain why. 
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