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INTRODUCTORY RE~ARKS - COL. I. J. C~, S.C~ 

Gentlemen 

~000~ 

In our study of Statlstlcs ~rhmch we are be~nnln~ to 

touch on ~n our course we realize !ts appllcat~on is a thlng 

that Is growlng, being used more and more In commerclal hfe, 

ard is used ~n our procurement actavatles of the Asslstant Sec- 

retary of War's Offlee to a hmated extent~ It has ~reat possl- 

b111t~es in all industrlal lanes and ~n flnaucaal l~nes. It is 

a ~ng that as developan~ and ~e must take advant~ of im in 

our work, partlcularly in our current procurement, an balancang 

productlcn in t~me of war or emergency, when ~e have put our p~o- 

eurement scheme !rite operation. 

The Babson Statast~cal Or~anazatlon ~s one of the stand- 

ards on stat~stlcal data and Mr. Baldw!n of that orGanlzat~on has 

come down here today and has k~ndly consented to gave us an In- 

formal talk on statlst~cs in ~en~ralj ~ts use in the commerclal 

world, and ate purposes as vasuallzed by the Babson Inst~tute~ 

I take grea~ pleasure ~n ~ntroduo~ng ~r. Baldwin 
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BUS INESS FORECASTING. 

-'000," 

Gent Iemen 

I hope you will forgxve me zf you are expectxng a 

real speech. Colonel Carr orxgznally znvlted ~r. Babson to 

address you and he zs the only man in the Organlzat~on who ~s 

prepared to g!ve a real speech. The rest of us do the research 

work. 

I t~'~nk it would be well to touch on the general features 

of thls servlce~ allowlng you to interrupt me at will as such 

xnterruptlons wmll not interfere w~th the program. 

I want to talk about statlstzcal servlces in general. At 

present the whole fleld Is rapzdly changlng. The Babson Org~n~- 

zatlon was one of the flrst At is true, probably the flrst ~n the 

fleld, at least BE far as I know from my studles. At that t~me 

it was largely a matter of sel!zng the Idea of the use of e~onomlcs 

to the pabllc, For bhe flrst ten years, as a matter of fact, It 

was largely a sales propositlon and in tba~ respect we rendered a 

very good servzce so far as the xdea of usxn~ statistics was con- 

cerned. At the beglnnzn~ of thls servlce valuable statlstscs were 

fewer than those of today so ~t was not posslble to make as good 

forecast~ngs posslble for the average user of the servlce, enabllng 

hxm to made speclflc forecastln~s from our general ones as of thzs 

date. We have now arrlved at a perzod when we have a ver2 large 
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body of informatlon not only on what we deem essentlal 1~e~s 

but clearly a large body of so-called ~nterlor statlstlcs, A 

~reat many serles of exterzor stat~stlcs, whlch were useful when 

assembled, we flnd have not been properly used. 

~here was a r~sing interest zn the fleld of aecountsncyo 

We know thls from the growth of the sohoolK, buslness increasln~ 

In cost-keepln~ along v~th thelr development. 

Let u~ brlng the matter down to date. I fear that all 

servloes have come to the point where they will have to change 

the type of service rendered. Instead of merely send~n~ out the 

weekly and monthly mater!al they will probably have to ~o ~nto the 

fleld wlth a very carefully or~anlzed SerViCe Department Lnd help 

the buslness man apply these general fox eoasts which are now be- 

ing made. If you are at all acquainted wAth them, you ~xll agree 

they are more or less ~eneral in nature. The Babson 0rgan~zatlon 

makes mere speolflc forecasts than some others, but still ours 

are rather ~eneral. 

For instance, It mIzht be sald that a oertaln t~me w111 

be good for a man to lay in a fa!r stock of cotton, but as you know, 

there are exceptlons to every statement made, there may be somethln~ 

to say aboat tne character of the seasonal movement of the cotton 

buszness, an unusual demand, etc. 

At present we are tryln~ to relate forecastlnz wlth ex- 

cept!ons to indlvldual buslness$ We flnd that the average buslness 
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man, manufacturer or banker has not reached the polnt where he can 

apply such informatlon properly. I doubt if more than twenty-f~ve 

percent of the cllents of all the statlstlcal organ!zatlons actual- 

ly know how to use the servlces. There is a wastage there, they 

are not gett!ng full value of the servlce - where and when to plan - 

because we have not taught them how to use it~ 

As to maklng forecasts, we know that there is no ~vlzardry 

about it but just a lot of hard work. That feeling still ex!sts 

In the f!eld, h~vever, particularly among the older men. 

The same statlst~cs available to us al e available to you, 

There are some whlch are semi-fundamental, wh!ch are not generally 

available and on whlch we spend a great deal of t~me and monev for 

collectlng. The greater mass are generally available and in suf- 

flclent quantltles to enable you to make a pretty successful 

general forecast yourself. ~e are a collection agency for the mass 

of st~tlstzcs coning from varlous sources, we do not do a great deal 

of research work ourselves - I dare say about seventy-flve percent 

only. We would not need to go further if we had a Servlce Department, 

servlced a man, at an addltlonal costj telling h~m hog to use the 

service. As I sa~d before, hard work and conmon sense an~ cons~der- 

able factors In thls - no w~zardrya 

There is one polnt to always keep in rand ~f you get In a 

posltlon where you handle a great many statlstlcs and attempt to 

make corelat~on wlth those of slml!ar types~ StatuetTes do not 

always tell the whole story. Even if we could get all the statls- 
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tlcs available that we need to ~ake a very satzsfactory fore- 

cast~ng there would st111 be ~n our m~nds a certain element k~own 

as psychology that we cannot measure stat~stically• For example~ 

a certa~_n manager of a ve~j blg company ~n ~estern Pennsylvan1~ 

has endeavored recently to attempt to measure what he considers 

must be psychology in the market, It sounds Ilk. a very fool~sh 

thlng but we bel~eve he w~ll f~nally do someth~rg ~v~th ~t• 

Let me 111ustrate further• In 1919 and through the early 

part of 1920 we flnd the most promlnent eoonom~nts and s~at~stac!ans 

coming out w~th the statements that prices w~ll remain at or about 

the same level for some t~me to come. As a matter of fact, on the 

basls of the data available then and prevlous to that t~me, and 

for that available on the basls of the usual methods of making fore~ 

casts~ those men were rlght. Ho~ever, there was one element that 

they d~d no% take into acaount, and by the way~ th!s has been a 

serlous argument for our or~anlzatlon. They did not take ~nto con- 

s~derat~on what the Purchas~n~ Agent was th~nk~ng about the future 

pr~es. After all, ~f you could only f~nd out what the pol~cy of 

the purchasing agents of the country was going to be, that would be 

much more xmportant beoause new statxstxcs arxse from post-war 

SltUa~lons • 

SNe had trouble xn decxd~ng whether we would take the stand 

of some of the economxsts or whether we would go to the trouble of 

sendxng out ~ questxonnaxre among our buszness frxends. V~e dxd the 

latter and ~t was the one thxng that told us defxn~tely that the 
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puzchaslng agents were about to restrlct thelr purchases. There 

were important enough returns sent in to justxfy us in makxng the 

correct forecasting. We were ahead of t!me, it is true, but even 

that was best. There we had a sltuation In whlch there were no 

Etatlstics available and we were fortunate enmugh to come to that 

concluslon. A lot of tlmes we could have avolded mxstakes xf we 

had resorted to the questlonnalre method. 

Do not depend entirely upon everythln~ you see In print, 

even though it is from an unblased source of informatlon. There 

are other questlonnalres that determine very important factors. 

Probably the questxonnazre has been overdone In thls countrj. 

The average man, zn sendlng one out, makes a long last of questlons. 

E~en if answered by a check mark It ~s bothersome when several hun- 

dred are recelved by an organization, company or Ind~vldual. Each 

bus~ness man and student should learn to bo~l down questlons as 

brlefly as posslble, a much better return will then be obtalued. 

A good sample on a few questlons is much better than a poor one 

on many. 

As an illustrat~on as to how lengthy some questlonnalres 

are. Last year we recelved one wlth flfty-seven quest!ons, there 

were others recelved from banks that bore elghteen or twenty 

quest!one. Our pollcy has been to boll them down to two or three 

leadlng questlous and in such form that the answer may be "fes" 

or "No". I mentxon that because ~n our work we may often have 

to resort to quest~_onnalres, and we want to avold lengthy ones. 

I beheve that to be a very inportant polnt to keep xn mlnd. 
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The Government Department of Commerce has, ~n our open,on, 

done more in recent years to bring to buslness men the value of 

buslnes~ statlstlcs than any other one agency. Unfortunately 

they are not in a poslt~on to make forecasts and some of the 

serles they are reportlng are coming out a blt too late to be of 

use to those who are engaged In making forecasts. We do and have 

been urglng buslness men to answer fully any questionnaires they 

reoelve from the Government, because the Government Is ~n a pos~- 

tton to get materlal that even a prlvate agency llke ours cannot 

obta!n. Some types of buszness men will not answer any questions, 

some few will not answer a Government questlonnazre, but ~t Is 

generally true that the Government can get more than a przvate 

agency. 

The Government questlonnalres have also been at fault In 

the past but if you follow their development you will see that th~ 

have come to the same ccncluslons we have. As previously mentlonedj 

the Babson Organlzataon is partlcularly interested an the questlon- 

naares of the Department of Co~erce. The Government, I would say, 

has about ten t~ues as much s~atlstlcs on most subjects as we have 

but not In a form In whzch at can be readily used. However, xt is 

v$1uable materlal and we use at as one of our sources of !nformatlon, 

There are several sources from which we obtaxn our materlalo 

The Bureau of ~inerals, Governmental, Federal, and particularly 

State figures can be used in some Instances, but we find that the 

figures have to be handled wlth care. That Is generally true wlth 
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the flgures of some of the Western and Southwestern states. That Is 

one source, 

Another source is the trade journals. For instance, for 

a monthly bulletln !ssued in our of flee that department has to 

scan about one hundred and nlne trade 3ournals of varlous types. 

Agaln, that is a source that must be watched very carefully. In 

many znstanoes the trade 3ournal flgures are the ~verage, but If 

you are makxn~ a forecast for New York from quotations made at a 

~Vestern point there ~s a d~fference in flgures - the dlfference 

In a flowlng prlce market, the prlce they expected to receive and 

not the one they actually dld recelve. 

Too often when statlstlclans are making studles, hlstor~cal 

~tudles, they will use flgures from trade journals t~at are not 

those actually recelved and they f~nd thelr forecast, n Z somewhat off. 

That is a very bl~ problem for any forecastln& agency, it means 

accurate fleld work, keeplnG in touch wzth cllents as to what dld 

actually occur. 

In using trade journals we flnd that many agencles, partAcu- 

larly college unlversltles, are apt to file all trade journals wlth 

advertJslng materlals. It Is best to post vltal chppln~s ~n com- 

modlty group!n~s and keep down the f~les. 

Another source of informat~on for us ~s our clients. In 

Bvery important fleld we have developed a lzst of quest~onnalres 

for use amon~ our cllents. That glves us a very good cross-sectlon 
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organlzatlon. We have to dlscount some statements~ and it ~s 

true that at t~mes facts or oplnlons may be colored, but we soon 

learn to dlfferentlate between the good and the bad. The older 

cllents know how to handle thelr returns. In the great mas~ of 

returns we get from cllents we oan easily select the honest op- 

in~nns. That source ~s a very Important one for us, 

Then agaln we secure mater~al from what we mlght call 

correspondence. We do not attempt to develop a large volume of 

correspondence but try to keep ~n touch w~th some varxou~ sources 

in th~s country and abroad. Close supervls~on has to be kept on 

this work. We found one instance where a man abroad was blased 

in hls p~Ixtics and let that interfere~ith hls buslnes~ense~ 

Those thlngs have to be watched ver~ carefully. 

I have now outllned to you the chlef sources of ~formatlon. 

We send men to the fleld at tlmes on very important toplcs to gather 

informatlon flrst-handed. In the coal strlke in Pennsylvania we 

had people there nearly all the tlme and we would do the same th~ng 

in any other important !ndustrlal strlke or dlspute, partlcularly 

if there seemed to be some trouble concernlng the commodlty markets. 

~e would have a man around most of the tlme In the centers ~n whlch 

the commodity was xmportant to watch developments. 

You cannot have any one set rule or procedure ~n securxng 

mater~a! to make forecast~ngs. ~any agencies found that out to 

their sorrow. You have to have a flexible organization, men thst 

can adapt themselves to various conditions ~n order to get the 

9. 



be~t results. 

The personnel problem in an organlzatzon of tn~s type 

Is worthy of mentlon. It ~s very d~ffacult for us t6 flnd a 

man who ~s a real statastlclan and who can meet a busaness man, 

obtain deslred figures from ham, try to sell ham the service, 

advase hlm of the value of t~e servlce, and develop some !nter- 

change of materxel betm~een that man and our organ~zatlono We 

have need of such a man because we must send out one that can sell 

hlmself and at the same tlme see what he can Get from the bus~ness 

man for our own servaee. We do not get vezy far. May I remand you 

of one personnel problem we have settled def~nately - that ~s the 

sex of the personnel who compile fagures xn the home offlce° If 

you want accurate results you had better use women. You take the 

average man an4 put hlm down to the detaJ led work and hls accuracy 

usually falls off. Actual tests show what happens, between eleven 

and twelve otclock you had better have a garl on the sob, she works 

much better~ So far as mechanacal work goes, that is done by g~rls 

and not by men. For secunr~ sources of materaal me~ are usually 

used, occasaonally a woman but rarely so althou&h cue of the Sest 

faeld agents we ever had was a woman who was located an W~sh~n~ton° 

That is very Important to keep in m~nd ~lhen developang a eta * ~stloal 

department. 

As to some of the features of our servace. We do cover a 

consaderable faeld, both busanes~ and flnanc~al. Bractlcally every 

servace has, in the begann~nz~ started w~th its prz~ary anterest 
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In the stock market. That ~s true wlth the Babson Statlstlcal 

Organization. One of the leading services at th!s time, tDe Harvard 

Economlc Servlce, did not but that was an unusual exceptzon. That 

was natural because tDe stock market feature was the llne of least 

reslstance. In developlng proflts a body of information was belng 

assembled already sufflc!ent for common market fol ecastlng and 

these servlces struck ~t. In maklng studles of the stock and bond 

market they Dad to refer to the pace sltuatzon, Following that 

perhaps I know of at least two, 

Then came the development of the sales service. There wa~ 

a burst ~n sales effort as you know during the war period and Im- 

medlately followlng, and then came In a number of services wlth 

wlde features, an orgsnlz~tzon of our type deal~ng wlth sales oper- 

atlons, making forecastlngs of purchaslng power by states, etc. 

Finally there developed an interest in laboro Th~s was qulokened 

In the last two or three years oy the passage of the Immlgratlon 

Restrlctlon Act and the fzeld for labor servlces became very large 

and today there is a very general labor servxce. We developed 

ours before the Act was passed and for a number of years, speclally 

during the war perlod, made llttle progresx - the greater bel~g 

made in the last two yearso 

Some servlces have gone farther than that. One leading 

servmce !n the country has developed a strlctly agrlcultur~l 

servlce whlch is a very valuable one, ~hat the ne~ development 

will be I do not knew, 
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Thes,~ servlces are all related. We have ~me to thc t~me 

when we real!ze we do not know the stock market unless ~e know the 

commodlty market, and not the commodlty market unless we arc ac- 

qualnted wlth the bond mazket, you certalnly do not know a gre~t 

deal today about the possible proflts of the corporatlcnts seihng 

value unless you are somewhat acqualnted wlth t~e future purchaslrg 

power of t~e country as a whole and if you want tc make a forecast 

of the next quarterts earnings of some blg corporatlon, and t~erefore 

of the value of the stock, you must neoe~sarlly know someth~_~,g about 

the purchaslng power of the terrltory of that company whlch it 

serves. Our s&Ics forecasts must be made three months ~r adv~ ~ce 

in studylng some dmstrmots that are most ~mportant to the buszness 

world. 

The labor serv!ce ms Important because we certalnly have 

reached a polnt where the labor yollcy of the company has a great 

deal to do in determ~nlag the prosperlty of the company over a long 

run, partlcularly where a man is buying stock for a long term Invest- 

ment, We thlnk it fsr more important to know the laoor pc!Icy of 

that company~ About one-third of the labor servlce we sell In our 

organlzat~on goes to the investors. That ~s apparentlj their in- 

terest in watching labor cond!tlons. Labor condlt~ons are ~lso 

important to the purchaslng azent. We have certalnly reached the 

polnt where we reahze the labor policy of a company which ~s ~m 

a peculiar pos~t~on ~nterferes w~th the ma3or~ty of our commodities. 

The market ~s very sensitive on that question. Some t~me ago we 

made a forecast of a str~ke which d~d come true and ~ce forecast 
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resulted In trouble for us, causln~ the loss of some of our 

ollents. It ~s ~uportant to know that there has been Instances 

where st~ikes have occured perhaps in a dlstant sectlon of tale 

country, but st~ll the strlke may spread to the country in whlch 

you have placed an order and it may ~nterfere w~th the dellvery 

of your goods. Those forecasts are more d~fflcult to make be- 

cause we do not know just what mxght happen. Still men have 

saved conslderable money in watchlng labor movements, its dls- 

turbances, and protect themselves accordln~ly. I th~nk I have 

~o~ sho~wn you the inter-relat~on of servxces we use and those of 

some other s. 

As to the makln~ of a speclflc forecast. There ~s not 

a set procedure; we have not reached the po~nt where there as a 

set procedure, it has to be flexlble. In my oplnxon the most Im- 

portant servxce we issue is the co~modlty service. We can do more 

good wlth the commodlty servlce than we can wzth any other one If 

the men would properly use zt. YQn have to have the others and I 

suppose ours Is best known by the stock servlce, yet far more ef- 

fort is placed on the commodlty servlce. There Is a ~reat mass 

of materlal that one has to ~et, keep up to date on prlce p~oduc- 

tlon and groupln~. That is merely a begxnnlng. Give most any 

man these figures and tell hxm to make a forecastln~ from same 

and that is another matter. 

How do you ~o aoeut makln@ one? There are various phases 

that enter xnto the proposlt~on from t~me to txme. For znstance, 
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there are many ser~es of data available on the oommodlty "cotton", 

perhaps In the neighborhood of flfty. ~he prloe ~s set in an 

internatlonal market. There is no set rule for maklng a forecast. 

Any one of those serles may oecome the most x~portant serles at a 

glven t~me. That means one has to make corelatlons of a great many 

of those serles wlth a chart hke you flnd oontamned in our weekly 

letter~ we would plot prloes over th~s chart, we m~6ht determlne 

whether there was any dxstlnct regular corelatxon between varlous 

curves and, If there were, that made our problem a ixttle bxt eas~er 

but that Is only a beglnnlng. It is a mere guxde but not the fxner 

means of maklng a ~orecast. ~e have to keep relatlons up to date 

because they m~ght be xnterferred w~th by other serxes - therefore 

they have to be corelated. 

We have what we call a "production ~ndex" whlch as somewhat 

dxfferent from the"busaness volume index" in the way xt reaches ats 

conclusaons. V/e fand that many tames we get in our oommodlty de- 

partment the oorelat~ons we want by makxng oorelataons wath thas 

product!on index publ~shed from tlme to time in the commodxty bulle- 

tln. We m~@ht fxnd that there is some oorelatlon between t,~e 

general price index, cons~stln~ of a large number of commodities, 

and the praoes of co~odltles. Any number of these th~ngs may 

occur. We have to watch them all and naturally, as you see, there 

enters an element of 3udgment, ~f not we would probably make about 

n~ne~y-n~ne percent correct forecast~ngs. That, of course, comes 

from experience and that ~s the problem - to get men who can do 
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that sort of thlng. You cannot use judgment entirely, however, if 

you reach a polnt where you fear these corelatlons are not correct 

go out w~th a questlcnnalre. Judgment ;my be blased. Quote often 

even though we are supposed to be an unblased personnel we have a 

leanlng one way or another. I do not Dave charts to show such co- 

relatlons in detail, but that is the way xn general in which these 

corelatlons must be kept up to date constantly, also checked on by 

sBndlng men to the fleld in varlous instances. 

I thlnk I can safely say that If we average elghty-flve 

percent in coverlng seventy-flve percent basle commodltles we have 

done a good job. As a matter of fact last year was the best we ever 

had - about nlne~y-two percent. That is unusual, however. I should 

say that if we would reach elghty-f~ve percent every year we would 

he dolng a good 3ob, but the publlc expe(-ts one hundred percent. 

They will never ~et It, 

Passlng on to another servlce - the sales servlce. We make 

purchaslng power forecasts by states for three months in advance. 

In the flrst place you can readlly see such a service would be of 

l~ttle value to an organlzat~on that would let out ~ worklng plans 

a year in advance. However we would safely say that nlnety-f~ve 

percent of all buslness could very well use such a servlce and too, 

the bas~s of that general forecastlng is nothing but a check trans- 

action and the ~hole forecastzng is developed on that 0asls. Why? 

Simply because we have no better measure of transaetlons than those 

• nd~vldual accounts, no better general measures of purchaslng 

power available. That Is cozrect, but other ser~es are developed 
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for market cond~tlons, etc. For instance, the general purchasl~ 

power, as Indlcated by the curve of check transactlons for three 

months, mlght be modlfled by labor condltmons, by employment 

flgures if there should suddenly d~velop a lessonmng of employment 

fl~ures in the area for whlch we are makln~ a forecast. There 

would be a tendency to flatten the curve, yogA, can readmly deter- 

m~ne how much. 

Take for instance the flgures on electrical current con- 

sumptlon. That Is important now. We actually have collected at 

t~mes flgures for steam car movements whxch is important In some 

few towns in thxs country because xt does xndxcate by hours the 

movement from the resident~l section to the Industrlal section. 

Postal savmr~s have been credited, postal recexpts are mmportant. 

if you take the men xn some local buslness, xt has to be taken into 

account. Ahere are a number of thlngs which are more or less local 

whlch have to be used to route curves of purchase power. 

The labor servxce, as you can readxly reallze, does not 

Ixmlt itself to statlstlcal plottlng nearly as much as other 

flelds. We can get all sorts of facts but what buslness demands 

to know is whether a strlke is l~kely to come, whether wa~es wall 

change and when, and it Is very dlffloult to forecast. However we 

have been very successful and hope fsr %~nprovement. 

We do publxsh the only strlke index prlnted at present. 

It does not include all but perhaps seventy percent and certainly 

does ~nclude the representatzve strxkes In the country so that 

glves you some informatlon that is of much value. It Is interest- 
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in~ to know that at present we are not worrying about strzkes, 

the tendency Is to flatten out ~n comparzson wlth the past. 

We also report ~n that bulletln !mportant wellfare plans, 

we try to keep in touch wlth all these developments and send out a 

man to get the data from the f~eld. That work is stzll In the pro- 

cess of development, we are feehng our way and still it seems to 

be accepted and seems to be fszrly successful in worklng. 

Next we take up the financlal servlce. The organlzatlon 

must be both flnanclal, stocks and bonds. Usually we are best 

known by the stock market bulletin and that is a bulletin whlch, 

perhaps, draws more f~re than any other one. We are certalnly play- 

ing wlth f!re when we play wlth a stock market so we have to expect 

that. Bonds are another matter entirely. We are very proud of 

the fact that the bond bulletin of ours has a good percentage of 

the banks of the country as subscrzbers. There is not much of a 

turn-over in a bulletln of that sort, naturally the blggest turn- 

over is wlth the stock market bulletzn, the b~gest by far. 

There Is one other polnt I want to brlng to your m~nd. 

You may dlsagree w~th thls theory - a lot do and a great nany agree. 

You have probably seen in our servlce and other places a curve of 

commodlty prlces znclud~ng a large number of commodltles, a curve 

showing a prlce movement over a perlod of one hundred and flfty 

years. Perhaps you have not reahzed the slgnlflcance of ~t as we 

see it. Golng back to 1789 on thls prlce curve we struck a low 

polnt; we struck a hlgh poznt about 1800 and a hl~h polnt in 1920. 
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~Ve are now on the other szde, reachxn~ a low poxnt and thereby 

developlng a cycle. There xs a s~mllar~ty between the movement 

slnce 1920 and the movement follow~ng 1865. In other words It 

appears that there are these l~_r@er price cycles whxch ~re ver~ 

important when one xs makln~ large range forecasts and it v~ll 

necessarxly affect short range forecasts because the movement cf 

what we call busxness cycles are those llstlng perhaps ~rom one 

to fxve or sxx years. But remember that those cycles are some- 

what dxfferent - on a gradual decllne rather than on a gradual 

rlsxng level. The character of the cycles between 1896 and 1920 

are vastly dlfferent from those we have had sxnce that t~me. We 

are developxng into an entxrely dlfferent perlod. If you do not 

belxeve in thls serles we feel that you are go!ng to stray. V~e 

thxnk that there is a tendency now, you will agree, for a perlod 

of prosperlty to be more evxdent; it is not so proms~ng in the 

reported movement for 1900 and 1920. In other words, a tendency 

to stab111ze the cycle to flatten out the curve and while no one 

has kept fl@ures for cycle curves follov~ng the Clvll War we have 

carrled back such a thln@ and apparently that was then true. There 

was such a few serxes but they Indxcated that they were golng thru 

the same thlng as we now are. If there ~ anythlng to thxs we 

mght be expectlng exactly what happened after the Clvll Nar but 

not In ~uch promls~ng movements. 

The Federal Rese~@ System interferes v~th many forecasts. 

Stabxlxzatlon Is one of thelr great a~ds. There are other factors 

about those general price movements. The year of 1789 xs not the 
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hmlt. Thls curve can now be carrled back thlrty years prevlous 

to that date. Apparently Industrlallsts have llttle to do w~th 

thzs, but wars have a lot to do w~th It. 

You notlce that the h~gh poznts above mentloned followed 

very zmportant wars. We got the price cycle of the battle of 

Waterloo as well as of the C!vll War. 

We are carrying on buslness dzfferently. ~e have talked 

about "hand to mouth buylng" durlng the World War and you thought 

~t a new term. I can ~ve you references to briskness magazines 

after the Clvll War usln~ the same termo The very phrase "hand to 

mouth buylng" was used through 1886 and 1870. We are ~olng through 

the same thlng now and ~t zs %o be expected that where the price 

movement may be gradually downward, wlth r~ses here and there, 

there Is golm~ to be more cautlon in purchasln~. In our opznlon~ 

perhaps, the most impmrtant man In any organization for such a 

per~od is the purchas~n~ a~ent, ne can make or break you. Ac- 

eountln~ is just as ~mportant perhaps but certalnly a purchas~n~ 

a~ent is much more ~mportant than ~n a prlce mov6ment of 1920~ 

=e has to watch hls purchases a blt more carefully and they will 

do that. The greatest factor has been thls "hand to mouth buylns" 

and the wldespread knowledKe of stocks on hand, and w~th th~s we 

may g~ve h~story a b~t wxth excess production but we are not go~ng 

• n any per~od of depression. A~a~n there ~s no reason for ~t as 

long as we act as sensibly as we do now. I th~nk that ~s ~mportant 

to remember. 
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~l~en we see the price movement zs d o w n w a r d ,  w e  would be- 

lieve the Federal l~ese~e System ~II prevent us from reaching 

such a low point as approaches danger, s nd business can be done 

on a low price ~f you a d j u ~  y o ~ s e l f  acc ol-ci~nGly. It zLs hot 

the price level that ~ o m t ~  it is the way you operate ~n relatlon 

tO th@ level. That has not been discovered by a lot of men. 
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