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SOME PRINCIPLES OF BUSINESS FORECAST

The pfaétise of business forecast, in at least one of its
aspects, reminds me of such institutions as the League of Natlons,
birth control, Zh@JRepublican‘party, Pnphibition; etc, Like these,
forecast is a cpﬁ?;oversial subject, ' ‘

But the controversy over economic prognostication has one
identifying characteristic. Seemingly it moves in waves. Now and
" again, for one reason or andther, a perfect furor is kicked up
about it. Business forecdsters are called charlatans and fools;
their art is classed with alchemy; aspersions are openly cast at
their motives, Then customarily, after a brief and boisterous
swirl, the teapot tempest tends .to entirely subside; forecasters
‘again become respectable citizens, if only temporerily; they are
permitted to go serenely on about_thgif,business again, unmolested
and unruffled by attacks upon their stack, in trade,

On several occasions during the past ten years,)I have
been asked to make a public talk on some phase of business
forecasting while one of these assualts happened to be under waye
Necessarily, in such circumstances, one's attitude must be
defensive, Sometimes it is not the wisest man who prevails,
but- the one who shouts the loudest. ‘

ﬁBut.happily,,the Assistant Secfetary of Warts invitation to
address this distinguished group of nature students comes at a
£ime when the sea of public opinion, so far as the practise of
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business forecasting is concerned, is as quiet as &n 6ld mill ponde

I do not know why this should be. It may be that so mény.terribly
bad forecasts have been made during the past three years that

the public has become enured to them. In any event, the fact
remains that no one of any importance happens to be publically
cussing forecasters at the moment, '

This I regard as fortunate alike for yourselves and your
speaker. Tt is fortunate for me because it relieves me of the
necess ity of making any defense whatsoever of the practise of
forecast; it is fortunate for you because, not being cast in the
role of an apoligist, I can say what needs to be said in just
about one-half the time that would otherwise be required.

Let us, then, accept business forecast as an existing
fact, something that is essayed every business day in hundred
of thousands of business establishments throughout the land,
and today address our attention to an effort to learn something
more of its pretentions or claims, of its purposes, of its
Punctions and of its methods.



No proposition could be simpler or more obvious, it seems
to me, than that forecast is an obligatory, inescapable function
in all types of business or financial enterprise. No business
transaction of any importunce can be both initiated and completed
within the span of a single day. We begin a transaction today,
and complete it témorrow, or the tomorrow after that, or in some

‘gven more distant tomorrow,  Therefore, today's action cannot
conceivably*be an-intelligentipne.unleés'it:is based upon some
estimate of conditions which will’prevail when it is completed
tomorrow. ’ ’

Mofeover, it is-equéliygtxue théﬁ;successful achievement in
the field of business activity is .in direct ratio to the competency
of forecast., By ™ I iy i : . i

"Look in any directigﬁ you will for illuminating examples.
The store upon which to draw_isféo rich that it is*embarrassing.
Take a typical manufacturer. Forecast besets him at almost -every
‘turn, in the formulation of both his short term and long term
policies. T ' ' '

If he buys a consignment of raw materials today, for instance,
his action must be based upon several distinct forecasts, viz;

(2) He forecasts the future price of the particular commodity
which he purchases. If he forecasts a downward trend of prices
he will purchase sparingly. If he forecasts a stable price
trend he will be likely to purchase more generously, hoping to
profit somewhat by a large volume order. If he forecasts an
upward trend of prices, he will purchase his raw material
very .generously. -

(b) He forecasts the future price at ‘which he can sell the
finished goods into which he will convert the raw material which
he purchases.today. If he did not do so, he would have no idea
as to what he could afford to pay for the basic raw material.

(¢) He forecasts the volume of finished goods that he will

be able to sell tomorrow. If he did not do so, he would have
no idea as to-what quantity of raw maﬂerial to purchase.

The manufacturer forecasts when he exteénds his productive
facilities in any way:; forecasts that he*will be able to sell an
increased volume of goods, and at a pricecsufficient to compensate
him for the additional expense to which hé+has been :put.

He forecasts when he improves his ﬁacilipies without extending
them: forecasts that the changes he is making will result .in a
compensatory lower cost, : 4




- He. forecasts when he advertises; when he puts on sales drives,
even when,he-addé a score of additional workmen. Inevitably his
forecast: is that tomorrow'!s sales will justify today's enlarged
expenditures.

.. .. It is needless to multiply examples. Confidently it may
be, set .down as; an assumption upon which there can be no valid
argument whatsoever, that forecast is an incscdpable function .
in any branch:of economic enterprise, and one may reiterate the
belief that successful accomplishment in the one field automatically
implies successful accomplishment in the other field. :

It is not the fact of forecast:itself that confuses. menfs
minds, but a misunderstanding of*its claims,.purposes #nd scope,
Let me first give my own conception of these three rolnts in
summary form, then look at each of them somewhat Ir. aotuile -

Definition: Business forecast is tho estinatien of
reasonable future probabilities, basud}ujon 211 =7 tho facts
that arc knowable toduy, upon ‘the principles evolvid from
yesterday'!s experience, znd upon the assumptioa shat, in varying
degree, these principles will be valid in the future as they
have been valid in the past. : »

Purpose: The purpose of forecast is to provide the basis
for business policy.

Scope: The scope of forccast must always be limited.
No careful forecaster claims infallibility for his work, and the
more carcful he .is, the more fullibility he is likely to
recognize, But it still remains true that, regardless of the
inevitable margin of error in every forecast, business policy
which 1is .geared to only a fairly intelligent estimate of future
probabilities is more likely to be sound than is poliocy geuared
only to gucss, or t6 NO forecast whatsoever,

our definition of business forecast, stated immediately
above, has besen carefully worded, and conveys the idea as
clearly as is-possible.

" To quote: "The cstimation of reasonable futurc probabilities.”
Not = mere guess as to the future, not a hunch, but an estimate,
a careful cstimote, a considered calculation of what appears to be
the reasonable prospect; a weighing of the various probabilities,
and determination of the direction in which the balance should

telid to falle tod
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_ To quote again; "Based upon all the facts that are Jmowablel"
*ALL of the existing facts are seldom, if ever, ;the knowable factse
Were +hey so, forecast would be & considerably more secure tool
than it currently is. But it is almost always possible to gather




o sufficiently extensive body of current information to 1ift the
forecast far, far above the plane of sheer guess, Hence the
correctness of business forecast tends to incrcase directly with
the volumc of current factual information from which it is
projecteda

And to quote just one more clause from our definitiong
"Based upon the principles evolved from vesterday!s experience,"

» In the viewpoint of business management, a "principle"

"is a general assumption utilized as 2an instrument of control.

. It.is not possible for any business executive to know all of the
facts that he should know, or even a fragmentary portion of all
that he should know. Therefore, hc orientates himself by falling
back upon principles, each of which is a short cut to the
appraisal of a great number of specific business facts. In no
other way can hc hope to keep abreast .of his situation.

Now, in our American economy, the body of useful and
reasonablyg trustworthy principles, applicable to business facts,
is not only 2 relatively large one, but a steadily growing one,
The search for practical economic principles, and their develop-
ment, is the function of economic ressarch; so alert and effective
have been the research activities of our govermacntal departments
and bureaus, our educational institutions, our various business
concerns, our statistical organizatiors, etc., that the American
commercial world has at its command a background of workable
economic principles which is probably more significant than any
other society has ever posscssed.

Principles are formulated chiefly in two ways: (2)
by the test of actual experience over  period of time, qhd
therewith the determination of what has been true more often
than not, and (b) by conjecture -- .that is, by the acceptance
of what appears to be a logical assumption, but one which has
not yet been thoroughly testeds Let us call the first type
established principles, and the second type tentative principlese
Both kinds must be drawn upon in business forecastes

And thia/éiother reason for the fallibility of forecast,
There can never be any assurance thut an established principle
will remain established forever. It reports a generality which
- experience has demonstrated, bt dpés not neccssarily guarantec
long term fiuture validity. .Tentative vrinciples arc of course
gven morcé treachcerouse. Ay o

Thus intelligent forecast rcaches considerably beyond
‘the meére application_of'knbv’Zprinciplcs, the blind assumption

thet what has been will be. It comprehends- the continuous
'testing*of-both»established-and tentative cconomic principles,

s a,
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and, where necessary, allowance for the fact that certain principles
may not be applicable to a forthcoming situation, It comprehends
careful selection as between actual, demonstrated principles, and
those which are merely assumed to have the status of principles,

. _ ‘But it is likewise true that the body of economic
‘principles upon which business is proceeding would be virtually
worthless if the majority of these principles could not. be regarded
as valid for present and future use. If half of them were right
and half of them likely to be wrong, one might as well determine
business policy by flipping a coin., If less than half were right
and more than half were wrong, one:would do better to discard the
whole lot, :

. So the correctness of business forecast tends to vary with
the forecastert's wisdom in selecting the principles which he uses
as the framework for his calculatioms of probabilities, and with
his intelligence in making allowance for temporary abrogations
in seemingly established sequencese

Happy would be the lot of the forecaster if he could make
his probability calculation, be sure it was right, and then close
up shop and sit with folded hands placidly awaiting the certain
fulfillment of his prognostication.

But the thing simply does not work out that way. As hus
previously been stated, it is virtually never possible to possess
onets self of ALL the existing facts that arc pertinent to a
given situation today. Nor is it possible to place complete
relisnce at any given time upon the framework of general
economig, principles around which one builds one'!s probability
calculations, And, finally, it is scldom possible to make
complete or even sufficient allowance for the unknown events
which will be revealed with the dawn of each new tomorrow,

So there develops the necessity for continuous
RAFORECAST. ‘The existing forecast (the latest one) must.be
constantly under scrutiny, constantly re-sxamined, constantly
rechecked, It must be reviewed in the light of pregressive
developments. Often it must be modified, Not infrequently
it must be drastically reviseds : ' :

Reforecast is based upon the accrual of knowledge. A,
B, C and D are.facts known today; therefore, over a given future
period, Principle 1 should be applicable, and Development X
should be the actual outcomes Byt tomorrow Fact E, previously
unknown #nd unallowed for, drops out of the bright blue sky;
the day after tomorrow there appears Fact F, also unexpecteds
E and F become modificrs in the forecast. Principle 2 now
appears to be more applicable than Principle 1, And Development
7 becomes the more logical expectation than X !
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The business man must place himself in a position to
learn these new facts as promptly as they dcyvelop, so that he can
fit them into his forecast, &nd make due allowancein his . .

calculations for their probable effects, He must, in other
_words,. expose himself to a continuous stream of new information,
_and must’ be regularly turning these additional facts ta his own
,purpoése.’ o -

- Forecast thus becomes a progressive, rather than a
static thing, L

e oy - For the most part, those who deny to business forecast
an :essential and valid place in" our modern economy either
.@@gunderstdhd what careful forecasters claim as to its hature,
purpese and scope, Or deliberately misrepresent these claims,
Their misconceptions are mainly concerned with the following
pointsg :

. (1) There is a failure to differentiate.between a careful
- forecast and a careless one-- between a good forecast and a

bad onee | ‘

(2) There is a disinclination to odmit-the obvious and
_inescupdble truth that business dec'is ions mede today are
testied tomorrow, and that the wisdom of these decisions
depends in great measure upon the validity of forecaste.

(3) There is sometimes & tendency to ignore the fact
that. all ccareful forecasters recognize not only the
fullibility of every forecast, but the possible f£aXlibility of -
many.-of the economic:.principles upon which such o’ forecast
is built. Wi :

(4) There is a further tendency to ignore the fact that
it is the common practise of careful forecasters to make due
allowance and provision for the inevitable margin of error
inherent in their basic data, in the principles upon which
they work, and therefore:in their derivative calculations.

(5) Ther: is a failure to recognize forecast as ar
progressive rather than as a static force =-- as a thing in
which error is bontinuously alleviated, although never
entirely corrected; by continuous réforccaste

After all, the claims of busincss forecast (:that 'is,
the clanims, of those who really understond its functions 2nd
limitations) arc quite modest, It is claimed that forecast
must form thc basis of careful business, finuncial or security
market policy. It is;claiméd that the success of nolicy ténds
to vary with the success of forecast. Lt is claimod 1hat the
success of forecast tends to vary with the volume. »f factual .
data which are made available at.any given time, with the

intelligence and skill’displayed in formulating the forecast,
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and with the industry snd wisdom that is displayed in constant
reforecast, It is claimed that always and under every circumstance
% it is worth while to TRY to forecast --that a good forecast is
T better than a bad onc, a fair foreccast better than noné'a nlle

Certainly thesé claims are ncither cxtravagant nor
unreasonable, Do ‘they not constitute merely 2 simple and
obvious stutement or ordinary business common scnsc?

Having outlined, as-bricfly as possible, the esscntial
claims, functions and purposed of business forcecast, we may now
give passing consideration to its mcethodologye. Here, however,
it will be nccessary to usc the personal pronoun-- singular and
plural--rathcr frecly., I know somsthing of the forecast methods
cmployed by 2 considcrable number of busincss organizutions,
but naturally can spesk much morc confidently of our own work
4t the Standard Statistics Company. I hopc you will not
misunderstund my purposc if I draw, for illustrative purposcs,
almost wholly from this source of datae

At +hq outset, I should like to muke it quite pluin thot
forecast is only one of our organization's numserous lines of
activity. It is;, relatively, a minor aspcet, wmphasis during
recent years has becn increasingly in this direstion, as it

. should have beem. But it still remains true that the major

portion of the man-hours expended in the preparation 1ind production
of our various business and financial servicus 1is cxpended in the
gathering, interpretation and @isscmination of purcly factual data,
without any cffort whatsocver to deveclop the forccast angle.
Foreecast, howcver, is a rather gaudy flower, and it is quite
understandable, therefore, why the impression should have implanted
stself in the minds of so many of our fricnds that we arc an
organization devoting all, or at least the preponderant percentagc,
of our efforts to business ferecaste .

The dominating method which we follow may be bost
josceribod as that of ECONOMIC ANALYSIS,

This is the method which most common sense bus iness concerns
use in formulating their own future courses and policies,

Our claim that we produce sonething that is of intrinsie
value to the averoge busincss man or investor rests almost
altogether upon a multiplication of effort.

. We do not claim that the members of our staff are wiser
_than the average business man or investor, nor that they are more
accurate fuct gathers, nor more intelligent fuct interpreters,
nor shrewder calculators of futurg probabilitiés. Ve mercly
assert that we have morc trained technicions continuously
wrestling with the forecast problem than it is practical for the
average business man or investor to vrovide within his own
organization, and that it has been feasible (indeed necessary)
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v trimted, so that it had what. gorresponded to & hancleo,

fof‘uS'to bulvward these t@chnidians.with.gféitly more adéquate
fact studying facilities than is. customary in a-different type
< of organization, - : T L &

‘Whed, then, is the method of for-cast which hus been
referred to 4s that of cconomic analysis? The simplest way to
explain it is to say that it 1is the mothod of common sernse
seonomic reasoning, bascd upon ficts, cxperience, deductions and
infcrences, and leading therefrom to what appear to be rcasonable
conjucturcs of future probabilities, :

“Let us gb-ut the thing in anothﬁr_way;

g Those. of you who-were raised or the furn oy Temenber
“the ritual that was carried out before o now ws.l nas ariven.
A forked branch-vas -cut from 2 peach trec, mnud wos nautlys

7ith a
fork =t thc cnd. Holﬁing?thé'hgndle of this scicntificinstru=-
ment in his fingers, and a1lowing the forked end to rest -upon
‘the ground, thc water prospecﬁofnwould carefully o over the arca
in which it was hopvd the well could bu sunk. If, ot a given
“place, the magic wand turned in his hand, that wos o sign of a
hidden -spring beneathj; here wgﬁithd place to drive the well,

‘Thig methed of Qomputiﬁg probdﬁiliﬁies as to the location

“"of watcr is that of divination. Forccuast by the process’ of

divination is the antithcsis: of forccast by the process of -
cecononic antlysise h

Much of the dcbote which swirls ebout the theory of busincss
- forecast doubtless ariscs from the fact thﬁt5 when the development
‘of: this technique was in its infunt stuges, scveral persons made
conspicuously public efforts to approach it by the route of
divination, JE ST L

For the most part, these earlicr forccast divining rods
took the form of "charts". Certain statistical series-=bank
clearings; commodity prices, pig iron production, the ratec of
interest, ctc., otce == were sthrown together in one composite
serics. This scriss was pictured on o chart, and the dircction
in which the curve moved, under certain conditions, was assued
to forecast the later movement of business and stock prices.
Most of thesc mechanical forecasters turncd out to be uselesse

s g “In our forecast work at the Standard Statistics Companys
we have groat respect for churts, We kr¢cep hundreds of thoem up to
date, daily, weckly, ond monthly, in our own shop. But we respect
them only as illust¥ations; only as. the means Ly wnich  HISTORICAL
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Many of the charts which we keep constantly before us
we believe to have forecast significance; forecast significance
when the process of economic analysis has been applied to the
situation revealed by the charts. The charts themselves do not

.forecast; they only report. They merely facilitate forecast by

giving a quick report of many series of data, and by making it
possible to compare different seriese

’ . One way of defining economic analysis, therefore, is -to
assert that it is the opposite of divination, or of mechunical
forecasting,. :

. 1
Assume that the problem is to forecast +tho prebabilities
derivative from Situation A. These are the wcst ez auial steps
in forecast by the route of economic analysi:.:

: _(l)uGet all of the facts and statistics thut arc
. obtainable bearing directly upon Situation A,

(2) If situstions B, C and D have an indirect bearing
upon Situation A, then get also all of the obtainable facts
bearing upon these more distantly related situations,

(3) Subject all of the facts and statistics obtained to
such anz2lysis as will make them morc intélligible, more
obvious. easisr to understand, easicr to compare, more
quickly comprechensible,

(4) Subject these facts and statistics to interpretation
by qualified experts.

(5) Bulwark the judgment -of onc's own experts by the

judgment of anyone else who is qualified to express a compctent

opinion--business cxecutives, financial exccutives, shirs=-
slceve cconomists of all kinds who arc earning a daily
liwelihood by dealing with these raw facts themselves,

(6) Weigh these outside judgments against your own. If yours

is in conflict, be certain that you can offer a convincing
reasone '

(7) Study these facts and statistical data, as well as their

interpretations in thc light of long=term cxpericnce,

(8) Study them in thebiighf of the deronstrated and
established cconomic principles which huve dircct or indircct
. -bearing upon them. .

(9) Then.qqﬁputc reasonable futurc produbliictiles, on the
basis of the facts that are known, on the heois of their
carcful interpretation, on the basis of cxperience, and on
the basis of established principlese
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_"“:(iOQquihally,;rcduco +the incvitable margin. of crror
in. ool forccast by going over all: the pertinent facts,

‘nlong: with new facts which develop, again and again--
- thdit is,’ continuously raforscast, -
ottty £ a ) ,

- Thd proof of the pudding:is the tasting. ‘Thorofore I
proposc forthwith to mowc. from the thoorotipal_andfacadcmic to
the intensoly practical, or, in other words, from o safc harbor
to a hazardous onc. We shall ccasc talking cbout. forecast, and
forcoast, That is to say, I propasc to lay before you. our
company!s privatc forceast of the outlook for gogqnal,ﬁﬁsimcss
ncxt yeor, and to bulwark this stotémont with a bricf-- nccessarily
quite bricf, duc to the limitations of time --rcsumc of the most

" cssenbial facts, principles and asswaptions from which this. forccast

is derived, This will constitute a bit of laboratory work in the
fiecld of forceast itsclf, a

First lct us start with a fbrecast for the remainder of
1932, Barring major unfavorablc deveclopments which cannot be
'ndw_foroscoh, we predict that it will later be discovercd that
busincss activity in the United States rcached its lowest point
it the summcr of the currcnt yecar, and. that. these rccent low
levels will not aguin be viclated.

¢« '~ Fér 1933 wc forccast moderatc but very spotty busincss
récovery, - We have no justification for.cxpressing this expcotancy
for 1933 in mathomatical terms gt the prosent time-- that is,

.. no justification, now, for trying to say how much better busincss

is likely to bc next yeare

Following, in broad outlinc, are the chicef bdses for the
_ prognostication of 4t least some further improvement in 1933:

_ ~ le Applicatioﬁ of. the principle of cyclical fluctuation.
T could rcadily consumc a full hour in the description and
dooumchtation ‘of tho cyclical theory. But this is neither
nccessary nor practical. With all duc modosty, your speaker
claims to be the inventor of the world's shortcst definition of
“the theory of cyclical fluctuation, vizg it is the theory that
the majority (that is, morc that 50%) of business situations
tend to move in the same dircetion at the same time=~upward, down-
ward, or horizontally. Busincss declinc or busincss cxpansion
thereforc tend to beeome general phenomenaes This thecory opens
the way to the assunption That the Unitcd States is now on the
threshold of a long term rising cyclical trend, But please do
" nét think that I proposc to-dismiss the mattcr so lightly. We
shall return to this subjcoct agajjﬁ;n a few momonts.

- 2. Application of the principle that every pcople develops.

& sustonanée level of .living standards, and that continuance for
 an, cxtended period of time on a plang moterially below this lovel

automatically foqecasts'a future corrcction of major significancee
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It can be demonstrated by statistics that this country has been
skidding =long bclow.its normal sustunance .lovel for many nonths
tpast-<using up. consumer stocks of goods which 1ust :somctinc in
the proximate futurc scok large sculec roplacement,

'3, Aprlication of the principle that choap and 2bundant
noncy has nsver yct, so far as the annals of cconomy go, failed
to ultimotily cncourage incrcasing couragcousnsss in busincss
onterprisc, Surplus bank reserves arc probably a% an all time
pcak at the moment., Possibilitics, of furiher credit oxpansion from

the currcnt low levcl ars Cnormous, .
Thesc are three basic principles of ouwnti“ng significance
in goncral busincss forccast at the momente o .Tcun oLaer ones

of lesser importonce could be cited, but that will not Lo nccessirys
The purposc is to illustrate, rather than to detail,

his brings us face to face, however, with a crucial qucstion,
to wit; why is it wvalid, or c¢ven assuaed to be valid, to cite thesc
perticular principles, at this particular tine, as bulwarks of &
forecast of moderately accelarating business ctivity noxt yeur?
Tt may be said that moncy was cheap and pleontiful a ycar ago, that
consumption then was below long tcrm normal, and that the expcctation
of cyclical influcnces working in an upward direction could have
been cqually sccurc, Yet it is thoroughly obvious that, to have
drawn forth thesc three major principlus a yoar ago und to have
used then os the basis for prognosticating busincss revival
would have resulted in a 100 per cent orronious forecaste

The rcbuttal is very simple. A year ago there were still
nany obstacles to bar the working of the econonic laws which
custonmarily stimulate business recovery. Today, nost of thesc
hinderonces have becn either reduced in size or rondered temporarily
impotewbe So in further justification of our forec¢ast, we rust
pass from broad principles to facts and assumptions, and in thesc
facts and assumptions find the justification for the applicationg
at this particular time, of the principlos. .What are the most
important of the facts that are pertinent to the present case?

The most imposing burriers.to normal busincss recovery
from & grossly subnormal planc have boen leveled dovnward, I
firmly belicve, by the intelligent and far rcaching cmergency
economic activities of the Exccutive und Legisintive brunches
of our Federal Government. I rcfer especially o the formation
of the Rcconstruction Finance Corporation anc .cadicl ocrganizations,
to the cnabling lsgislation which brought thess efiencive bodics
into boing, and to supplenmentary legislation wacoq enibled our
banking system teo adequately cope with the drasti d@ain on our
gold supﬁli@s which was occurting a fow monchi 4.




By thosc heroic mcasures, tho panie of April-May, 1932
was stopped; bank failures werec groatly lossened; drains’ on the
roserves of insurance companics and other financial institutions
were stopped; widespread railroad insclvicncics’ were arrdsted;
pressure on the security markets, occasioned by unrenitt ing
‘nocess ity for liquidation, was lifted; our Federal Reserve
System--the hoart of our credit structurc--was allowed to add.
new functions; many thousands of our citizéns;'fgéé to face -
with shecr starvation, have been fed and given 'a new viewpoint
toward lifc, “ S ot

_ Is it any wonder, then, that what is so often referred to
as "public psychology" has undergon¢ an appreciable chango
during tho past few months? Is it any wondcr that today literally
millions of pecople who no less than six months ago werc afraid to
spend one unneccssary nickel arc today beginning to buy just a
wee bit more frecly? Isugt nny_wpndgr why hoarding of currenty,
which was placing such an unendurablc strain upon our banks,
insurance.-companics. and secu;ity.marths, has been arrcsted?

_ A cyclical revival in busincss activity rust be the
acconpaninent of a cyclical revival in public confidence., There
can be no such thing as an up-swing in business from a devmward
trend . in public confidencc.  That is the nain-reason why it
would have becn so erronious,to have forccast reviving business
a year ago, or even six nonths ago. At either of these carlicr
points, either the things necessary to strengthen public
confidence had not yet been doné, or had*not .been under way long
" enough %o disclose their bencvolent influcnccss,

: Therc are npmoﬁpqs other Facts which nake the application
of “the underlying principles .of business revival valid atithis
tine, , Tt is known, for example, that consurmer inventories are
" almost as low as current consumption itself. Tt is dmown: that
in many comzodity markets .goods are still selling below the
- cost .of production=-=-an almost inevitable precursor of later:

' corrcction, It is kmown that much nécossitous ‘liguidation- has
already been accomplished. But most important of all is the

- faint revivel. in business courage, for the reasons previously
outlined, o

The hope=--und indeed, the normal czpeantancy on the basis
of all known economic facts and principles -- is that, having
_at last bcen given a fair chance to start, business rovival
will ultimately gather .cnough momentum in "its own right to carry
its ovm Wweight, so that#ghe artificial props which have been
pluced under the shakicst pertions of the structurc can be
gradually withdrawn. . Lacking proof of the contrary, ‘or until
proof to the contrary bocomes available, I-sce no justification
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for disscnting to this logical premiscs Reforccast nay later
disclose an adequate basis of dissent; it 1is primarily the
function of bhusiness forecast to be continuously on the alert
for the appearance of any new situations, cither major or

minor, which may throw the train off the tracks

But make no mistake about either the rapidity, the degree
or the character of the expected businsss improvement, It 1s
going to Le slow, painful, dreadfully discouraging at times
spotty, whimsical, baffling, The winter of 1932-33 is going to
he one of the most distressing that any of us here have ever scen,.
The wound ripned open by this great depression is not only deep,
but long and broad. It is humenely impossible that it can be
healed guickly or easily.

But if cconomic principles mean anything at all, they
moan that it is a wound which somehow can and will bhe healed.
The greatest obstacles in the pathway of recovery have been
removed or reduced in size for the time being at least,
Naturally, the throwing of public credit into the breach cannot
continue forever; the patient would kill himself with his own
medicine, What has happened is that a great volume of public
crcdit has been made available at the crucial moment-- that is,
during the panic stage of the depression. As previously pointed
out, the basic premise, which must he regarded as logical lacking
evidence to the contrary, is that business given the chance for
initial stimulous, will generate enough steam to carry its own
weighte

This, then, is the foreccast. Any one who has the temerity
to utter a longer term forecast, as this one is, has a certain
advantage on his own side. Tt will be at least a year before
his audience will know whethker they have wasted their time
1istening to a had forecast, or improved their intellectual
equipment by hearing & valid forecast, In this case, I am sure
you all join me in the hope that it is the latter rather then the

former,





