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BUSINESS FORLCASTING

I come before you teoday to uphold the very gracious in-—
troduction by Colonel Whiles., He calls me a dynamician. The
term has been largely thrust upoa me because of my own ciance
remark, I indicated to Colonel lnles a year ago, after has
introduction of me as a statistician, thav I preferred to be
known as a dynamician for the reason that I treat with tne
dynamics of the economy rather than vt the statics,

During the inatial week of wbet many have already core to
call the second ' orld "ar, T happoened to be i1n asihnngton. On
tais occasion I talked to Colonel Lewis., He sugrested that nov
vith the outbreak of hostailities T would doubtless “ave to make
sundry important changes in my scheduled te2ll before tie College
on Business rForecasting.

“ell, I answered Colonel Lews, wy ans er really was un-—

important aad I only andicate tins conversation vath the

Colonel becauvse 21t brings to mnd an interestang anc vst I
toanh a most tamely story. Go bacl with me, 1f you 1nlli, to

e days prior to the Caval ar, /ien Charles Summer, the famous
abolitionist, wes going all over the country celivering talks on
abolrtion. He ves invited, sc tie stor, soes, 1o give a tell a
Springfie’d, Tllinois. In accepting th t invitati.n he 1rote,
or 1s reported Lo have uritten, as follows nL am wore than
nappy to accept your kind invitetaon to speak to you. If I
speak on abolition ry ionoraciurm shall be 50,00, 121 T spea!

on any other subject my honorsriaum saall be 100,00, but £
warn you “rell 1n advance that quite regardless of the title

of my talk you will zet the same talkv,

Now, gentlemen, that 1s the position 1n wicn I fiad ry-
self today. Legerdless of my subject and the oitbreak of wer
you may expect to get the same telk., Tnat i1s 1hy I vent to
such pains to tell you the little conve ssvioan that I had wnth
Colonel Lewis.

T knev, and you knou, that under these tryin: conditioans
many men are vondering vhet effect the var will have on the
precarious job of business forecasling, ts I shall proceed
from here I hope to be able to 11idicale to you that 1t is
possible to forecast business quite apart from the element
of war. DBusiness men generally, T em quite conwvinced, are
likely to come to a rude awakening in te not too distant
future., They are likely to find that their belief in the con—
tinuation and sustaining force of 1ndustrial recovery wall
suffer a reversal. ‘ar or no war, as I see tie picture, in-
dustrial activity, whicn has been recentl; in a very inportant
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ascending phase, will, in the early months of 1840 siov a re—
versal That 1s pownt Mo, 1 whica T Lope bo be able to de-
moastrate befare T ar througi.

Already evidences are accumulating to indicale that the
rather rapid rise 1n industriel activaty since 'ay, and more
espec1ally since the outbreal of nostilities, will witness a
reversal before the snow flies, Now tinat 1s a phrase I used
last year To those of yvou who were here last year 1 indicated
from thas platform, that the then 1isiag cwmive of indusbrial
actavaty would see a reversal, probably before the Usnow {Ties .
Precisely that manpened,

Our econony 1s a cortlex one, e 1ave all maaner of in-
dustries and all manner of bus ne sec, all manner of scrvices,
In my attempt to a-praise {rst tie conditions and thcn tie
outlock, I alvays try to evaluate the impacts of eac of the
amportant segments of ocur economy snd their nove important
mteract2ons. e have, on the one hand, the consumer goods
tndustries whicn embrace everything fron woelen goods, cotton
textiles, boots and shoes, to rubber tires, even lLobacco. On
the other side of the fence e have the durable goods industries
which embrace suc ! bungs as construcoion, railroad equipment,
and t e moot gurostion of automolniles. 1t ts no ne.s to you men
who are studying these things from day bto day thabt we have seen
a very striking recovery ain indusbrial activiivies since last
May. That 2s /hat T would call the stalics of this racture,

nut what of lhe diynemics® oy lon, nLT these improving con-
ditions in lbe respective industri-s conbinue” It 1s tnaere laat
the bu.anes. forecaster yslt dere bo tread. e are vitnessing in
many phases of consumer or non-—durable oods mduslries today,
levels remmniscent of the best levels 1m our bistory, and in soe
1solated instances, even enceeding previovs tops. Let us Jeave
that for a morent and go to the durable goods industries, The
canstone of thal mndusivizal secment 15 congbructzon  The con-
struction andustry has e. perienced thas year the sixth year of
continued snnual rise from the depression. And yet with all that
continued imorovement over a six yer D riod i1e are today
oroducany construction 1terrs ob a lovel oniy abovt hall of the
Jevel of the previous deal perrod and that, you 211l recsll, was
long before 192 . Of all consleructioa periaps the riost imoortant
single arm 1s residentlal building and ~hot has that dome? Tus
vear ve vill burld some 30, more 1esidentral units thon trere coo—
structed Jast vear, Yet arter the cecord for 1973 vnll have lLeen
completed, we v2ll have produced less than half Lhe number of
residentre] dwelling umts of the peal year, 1025. llore important
even than that 1s the fact thel residentia? burlding units pro—
cduced 1his year will just about cquel ihe volume of residential
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burlding in the depression year, 1921, Now in J921 the volume of
residential building likevise represented Lae sintl. yesr of tre
rising cycle which started in 1915, True it is, that rise wos
mterrupted because of t'.e vrar and the demand fovr "ar materials
vhich diverted activity awvay from the residential fieid,

Pow there are other pl.ases of the durable goocs industries that
are important. There are, of course, tne railroad cquipment, macnine
tool, and sundry other industries that you men are farnliar wntias
representing lhe durable 5 oods 1ndustries, "e 1@ve seen 1n Those
cases spectacular production and spectacular corders wch pre—
sumably wll be transtated invo production, aiw yet trcre are nany
mstances of durable coods industries tnat are far removed fr
therr previous peak levels,

Now get the picture, consumer or non~dirable goods on the one
side, 1n practically every instance either at striking distance or
better, of previcus nigl levels and the durable joods industiies on
the othesr side, quite far removed fron 1929 levels, It is 1mporitant
tnat you get that pacture clearly for whal follorrs 1s a preceatation
of maladjustnents betyeen the light and neavy industries. This 1s
what Colonel Miles hss affectronately referied toas my "contraption®,

Now there are on this chert, tio curves, as you see. There 1s
a2 motive in leaving these unlabeled as I n.ver 'moi but vhal sone—
time L might lose thus cnert —a traisit. But seriously, tivs udoer
curve, this broken curve, you nen are thorouglily coiversant wath,
18 the curve of the Federal Reserve Loard lnde: of Industrial
Production, adjusted for seasonal, wnth the years 1923-1925 re-
presenting 100,

his louer curve, in heavy outline, 3s my "Contrapbion®, I
ask you to look at Llhat picture a bibt, you vall fiad certain broad
similaraibies in the major svanss of those tio curves, except for
the elerent of time, and 1t 1s in thal elemeat of time, 1f my
contraption has any value at all, tiat tact value lies, lajor
moverents in tne industrial production curve azic foreshano ed
months in advence by simrlar arrectional novements 1n my con-—
traption, Cast your eye over iere, if you wall, to this period,
19261927, Tsking 1t by and large tre trend in my curve uas
vwpwaird. I mighl call iu by e better name, a nare used frecuently,
viz., "y meladjustment cucve  This curve moved uprard throuvgh
the mddle of 1928 and tnen like a bolt out of the clear started
to reverse i1tself, Now you +mall 7y 1b reversed i1tself here,(Point-
ing to 1926-1927). Tach of these reversols, for the rost part, had
their counter art months later wn the Industria’ Production index
and this 1s as good a lire as any to ermhasize tnat thas contraption
attempts to measure only one thin,, and that i1s directional change,
not magnitudes of cnange, I might also indicate at this tire, as
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yout 111 see, 10 you will look from this peax 1n 1928 to tl.e peak
a yers Tater on the F,R.,E. Index of mdustrial Production, that

lie time element 1s roughly a year, *s a matlor ol fact 1t varies
betire.neleven and b 1rteer months,

In m1d-1928 [ began to sense that this 1ndustraal picture of
ours at that time mght conceivably go wnlo reverse. hen I sai
this long dec’ine lvch exleaded viroughcul tre balance of 1028 T
was conv:nced that before 1920 would beuome ‘nstory, we vould be 1n
the becanning phases of a major decline, and wny? Tmas hundred
line in reference to the naladjustment cuive necns no more nor less
than balance or adjustment, It represents balonce betueen those tio
great seguments of i1ndustrial life that I steessed at the ovtset of
this talk, balance, or unbolance, 10 you like betieen the consumer
coo - 1 non—-durable goods indvstrics and toe production 00cs or
durable coods "ncustrics nen T found that we .cie sone 20, above
brue adgustient in 1720 and thoi 1t "as raprdly lallmg o 2 brue
adjgustient, 7 vas convinced, as I »ave just 1.idicol d, that ve ~ere
in for Lr uble about & year nence. There was your cocunterpert in
122, . (Indicates oroduction cucve),

Now you 1271 say L indiceted eers 171y thet eac: of thoce siall
ripples had counuverpartis, for t' nost part, in tne Tadustr.al
Production Inde- . nere do you find a counterpart of tnat T dadn't
The 1131se in the Tederal [ cscrve lnder at tne tail-end of 19290 1ras
entirely artificial and was 'nduced by President Hoovert!s business
survey conference for vhich manufactwiers and wblic uwbility
executives werce cilled to Liashinpton to stem tio tide of recession
and spend for capital oullay. athout an indicevion of tiweb 1m oy
curve I continued te be of t1he opintor that an;” 1rprovement in
Industrial Productlon Indes could not w0ld and 1t dadn't Lold, Tere
at thr ead of 192 there * cre ample 1ndicatims 1m tus mladjustnent
curve that but for tr fraatic cu orus of Governreat aad broiness
to do something lLeroic lo stern Lhe tice of nadustrial decline, ve
could heve been ready for a true resumpticn in industiial activity,

Hov look e1 1932, Tre raladjusinent curve hegraning at 1032

11 1ndrecated a reversal uperd end on my o"fice chart vMie1 T
hve on my des'™ at all times, 1n oml, 1732, L pul a projection
Tine orojectbing the porsible perfoiiwvice of indu. trial production
a year hwnce, The productien curve in 2933 noved shaiply vpraad,
Tae was foresnodo.ed by the moverent of 1he meladjustment curve in
1832, Now mand you, [ had aco knoiledre eny rore than you men had
that tliere vould be a change of admnastiation in  esangton wn 1033,
lecst of all dud I "ave knovled e that 1¢c would have the VM, Rt
Yet thet small reversal upvard in Oril, 1932 in the maladjustnent
curve was 2 direct fororunner ol this spectacalar aborlive rise in
industriel producticn due largel  tc the advent of the N.”e » and all
tast 1t connoted,
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From that tiuie on, of course, the Tndustrial Productzon Index
showed great irregularity., Tus irreguwleraty, some hastorians 11ll
later ssy (lndicales procuction cucve) I believe, was induced by
artificial mnipuvlation of fundamental econoriic forces. There is
nothing i1n here (indicates naladjustment curve) trat indicated uvhe
need of that sort of irregularity and had these fundementa? “orces

been kept in proper balaace this turn in 1933, instcad of simoly
indicating this small rase, wouwld have been a tiue turn.

It vas not until Mav of 1935 (voinimng to maladjustment curve)
vhen we had a return to more noimal >lay o econormc forces that
this contraption again begen to feel like dmng right by me, end
what happened in iy, 1935% The Supreme Court outlaved the T u.A.
and the AAA, From t'as time foriard 1 ims able to say wit1 some
poaLtiveness and conviction that the trend of industrial activity,
I meant the directional movement of industrial actavity, vould be
upuard, and se had the longest period of sustained rise of any of
the yeacrs in the current decade, from mid-1935 uwntil m1d-1937; then
something hanpened, Forces making for maladjustment started to
creep 1n back here at the end of 1636, and so 111 as three veaic
ago from th s platform that I indicated to the student body of the
College that ndustriel activit;, as neosured bv the I'.I.T. Index,
vould probably suffer & reversal shortly after md-1937, Tht
was predicated largely upon this litlle sangle dip end v »n I had
confirmatory evidence at the end of 1936 I uas convinced that 1t
vould happen, It dad hapnen and ve h o the nost devastatirg
decline 1n industrial aclivity i1n our enlire 'astory compres<ed
wibnin so short a period., Nov I ained you, (Pornting Lo pro-—
duction curve),

This contraption I cepeat reasures directional chan e and
not magnitudes so thst tne position of tixs curve on the chwrt is
to be read only with reference to dircectron and not nagnitude,
(Indicates maledjustment curve),

Novr for a part of 1937 a rise (Indiceting maladjustment curve)
occurred in the rmladjustment curve hich stould have 1wd 1ts
counterpart in 1938 in industiiel production, If did, but 2t dad
not last. From this platform a year ago I said, and 1n order to
be entirely accurate I'd like to read, "This rccovery movement
could be the most enduring and the mout raguler recovery of any
that hrs been waitnessed in t 1 country since the fits and starts
that were ushered in, ian 1932, Not T soxd 2t covld be the 1ost
enduring end nost regvler recovery. inetrer 1t vail be, in my
Judgunent, depends entirel;” unon the combined vision of nanege ent,

of labor, end of Goverament." In attempbing bto intervolate the
meaning of any curve in terms of tae Federal Reserve lndey for the
first half of 1939 I indicated as follows  '"The Federal Pes rve
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Boarc Inde. as I sce 1t [for the firsl half of the corung year wvall
work out bo enaveiare of roughly 100%, Actually 1t averaged 7.
fibout the rise thab wos noticeable at the tail—cnd of 1C38 T had

t s to say, T say for ilne rccosd thal the current mprovement in
the Tederal Peserve Board Index of Tndustriel Productizon i1s Just
about due for an mmterruption, Now you men ore going to be ble to
check that statecoent, or rather that prediction, pretty soon., I
have every reason to believe that you will be able to check 1t be-
fore the snow flics.! Nov we "nd that iaterruption, (Points to
production curve,1.37) and that valerruntion, gentlermen, in 1y
mnd vas largeiy induced by rmamimulations botr wmathin the govern—
ment, ilhin menarewent, and vit'nn labor, the very things that I
thought rapght brang 31t on,. e hoed a veey disastrous coal strike,
as you knot, and yet 1vith all of thet, 1t 1ts merely an anterruption
of t s continuous rise of industricl sctivaty., A rise that ves
Lforeshadowed by this curve. (laladjustment curve, 193.).

Now from tlis platform a year ago, T indicated che Jalkela ood of
a poscable reverscl 1 industrial activity ofter Scplember of 1939
on tie strength of only one preliwmincry indicalion of a reversal in
this curve., Final lipgures did not support thet reversal end so after
I left this platiormn I ias acle to sav Lo those of my friends and
clients tho were intercsbted, that the final bhalf of the year 1939
would be a bamer period. No, gentlcmen, [ had no knowledge about
the coming var. I Inew, of course, as you knew, thal we could e mcet
and orobanly would get sundry crises, but thal fundamental forccs
wrould stall molivate Lhe economny. The thin_s I try to evaluate
vere mndiceling one of the most dynemic recoveries in wwusteiel
activity a year "ence, nanely in the lotter half of 1939,

lfo. T %now you men ould like to know vhat is under thnt 1rttle
sheet ol paper becouse thet i1s tne dymamic part of thas ciert, the
¢, e part of this telk. (Removes naper), I waill let you 1n on
tms Little secret, hen I started off tnis talk by yndicating that
buciness men .ere likelr Lo reccive a rude aimlening sometime 1n vhe
not too distant future, I also 1ndicated that the reversal in in-
dustrial ectivity, evidences of wacr are nov gothering, rould be
noticeable during the early months of 1940, Ioir do I get thnt way®
(Points to maladjustment curve), After tiis most dyramic rise (1°37)
vhica brought the maledjustment curve back to the hizghest pownl since
1930, as 2 matter of fact brought 1t back to the hicwest point siace
md~1229, [ zet a swrp trend reversal, The fact that 1t lests for a
period of five or six months affords conviction asg te 1ts forecast
value., If 1t were only sort of a jyigger, lrike that of 1933, 1t would
have meaning, but not as convincing as this reversal, I suppose I
really should have had wro little {iy-leaves, one to have covered
thos point and the other the nev reversal, thys tame the upuard one,
You 171l note that although I o1 looking for a declinc in the Federal
Rescrve Board Inde 1in 1840 to carry for pernaps four to siy months, I
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likeivise am cowpelled, 1f this conbraption hac eny meening at all,
to indicate to you that t'us rise i1n the naladjustment curve 1-—
dicated a counterpart of rising activity sometime in the latter
half of 1940,

Now I had oeccasion to showr this chart to a group of in-
dustrialists only a short time back, It vas lact i1cel an fact,
and one man asked me "Do you think, Mr, Schnitman, that that
reversal porbtends a change of admnistration?' 7Tell, I oarricd
tne question, I said Tt'd rathcr not scy, T'iLs chert has an
uncanny way ol forecasting almost everything 1t seens, Tt lore-
casted tais war situation at least te dynanic phase of the
productivity improvement, some obscrvers tie in to var influences.
If this chart has any meaning at a*l 1t indicates just that 1 »ch
I have shovm, namel , a probable decline of indu~trial aciivity
for 1940, for the fairst half, and a reversal upwvard, probably
extending at least thwough the final meldf of the year. I am aot
asking you bto accept the prernise that the rise and fall of
1ndustrial activity depends oa adjustnent betucen the major
segments of econory, but on sheer lopgic alone 1t seems to me
fundarental logac thet tnis repid upsurge 1n industrial activaty
can't last. Here we have seen since hay in the Industrial Produc-
tion Index, a rise of sorne 25%. It 1s not alonc that manufacturers
and merchents, and even uwltimate consumers irere caught short, as 1t
were, of goods and of merchandise, and that now the rush to re-
plenish inventories has given a striking fillip to industrzal
activaty thet sooner or Teter vonld requwire correction., It is
nore, for in the rise there are serious distortions, dislocations,
and maladjustments, that have to be correctcd and this contraption,
some how or other, seems to reasure their irpacts a year or so in
advance,

Now I knor how easy it 1s to be carricd avay ith eiuber-nce
over spectacular rises in industrial activity and growing and ever—
mounting orders such as our industrial orgamizations are receiving,
and how 1t 1s to feel that thecre 15 no end in sight and that sort
of thang, That 2s vhy L dontt "esitate to rermad you of fiav 1s
vritben in the Talmud, Unhapoy 1 e /w0 rostal es the branch for
the treejne sl.edow for the substance', In t'as picture tacre is
mucit shadow., T find a large nunber of ren 1ro secrmnngly believe
the economic rexnbewr has bcen found, The majority i1s aliays 1rong.

e are, todey, faced vath a lot of elements to be sure, elenents
that make 1t ever so ruch more dafficvlt for the busness fore-
caster, or thc dynemiciran, 1f you like, to ply s profession,

Taime was when 1t wvas dalficult enough to attemot to fothom the
vagaries of the business cycle i1tself The clenents of var, to

be sure, make the lot of the forccaster thet nuca : ore difficult
and yet there are certain fundamentel thnngs that co in the economy
that can be evaluated vaathout regard to the elerents of vor,
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IT there is anytring thet I have left wmth you at all
today, k hope 1t 1s tne thou ht that by a carefvl study ol the
intc ractiens betireen the duracle and the non~durable goods
1n ustites, you 211 find sonme neans of geging the true position
of rwus 1y aand 1ts >robable outlook  Before ¢l einr, 2t wnght
be ue” L ndrcete one further thoveht, Althougr 1t mayie an
tne rea™ of pre-tmnbior, L, wLor one, have on abiding conviction
that ma b o mmbecvened Lhe miicec of "neyaican gslocks rowld
have bren m v me ion then gae o= tode porcher or olher, T
belirvs wrvzono & oo ao. Jpgaimng by reatize thet therc wst
be~ vy 1 1 v rcason srrr 1 dusprraty belivcen the level of

stoc: + -1 ~, daces a7 vae Tevel of ificustiiel actwvaty ¢ 1sts,
leye < 17 . o niveer o7 Production index thail has advanced
ghec.~cr 1y nore 75, sicce last ks end yvet thoe sbock market
hes o 0 la 27y 13 egably cennd, 0 study of the interactions
anc oo - b tror Shins, 1 o1id indicete that but for er, stock

mi1hae wi el ve L oowobably we on en overace ob least 10, end
per'i.o, o, uoatt Jhon thwevr ace todoy,

Four o vweemy, of t moy I roula J1ke to close 11.th the
perap s or an ol truasw ~ you cen lead a bus.ncss ran to
statiotics Lul you cencolb madre bam thank,
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DISCUSSION
following
Lecture "Business Forecasbing"

by Mr. L. Seth, Schnitman,
Dynsmician

October 16, 1939

I'd lake to ask Mr., Schnitman 3f there could be any catching up in the

date you are using on your adjustment curve there, so thst 1t 1s more or
less beginning to fat in with the same cota tne Federal Reserve is using.

I ask thst because your curve apparently is shead up to 1937, the beginning
of 1938, and from then on 1t begins to parallel this other curve. Do you
suppose there could be any fundamental changes that would be changing or
havang effect on your dats that you are pubtting in the curve?

Yes, there have been some noticeable changes, as a metter of fact I too
from time to tame have to check the validity of each of the items incluced
in my curve. I might say that this curve does not represent monetary lactors,
1t 1s a quantiative appraisal of exther asdjustment of maladjustment bels een
the 1tems included, but your point is well made and this 1s just a tool.

I wouldn't want any man in this room to think thet I rely 100% on this
curve slone because 1t 1s so eagy for one to become enslave%dand,éﬁ the
very moment you think the curve has got to work, that may be the very
moment the curve will act up on you.

Last year you indicated that the Federsl Reserve Inlex would be about
100,——

That 18 right.

In view of the fact that you have .t this time, two definite reversals

would you care to forecast as to the probable Federal Reserve Index for
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the fairst half of 19407

Now, I can see you fellows want to get me out on a limb. Those of you
who saw this chart last year probably recsll that I did something last
yvear which I have never done before and which I have since vowed I will
never do again; that was to actually indicabethe magnitude by months of
the Tederal Reserve Index. Now that photozesph you have taken of thas
chart probably shows that. Although the average that I had for the first
half of the year was approximately 100, for ihe first half of 1939, it
was withan 3%. The movement by months was cuite a little dafferent from
the actual patvern. (Indicates production curve) Fhe decline I had ex-
pected to come just a little soomer. If youﬁfgism%p to the wall you can
see where 1t hss been erased. Now that upsurge wss entirely an unfounced
1@%@5@2; I have another contraption that does attempt to measure magni-
tude. My clients are interested in the balance sheet — how can 1e in-
terpolate this thing 1n terms of physical megnitude— and I have 1t to do.
Well now with that introduction I will say this, and that 1t has been
based entirely upon assumpiion. I hsve projected here the September
figure of the F.R.B. Index at 115, the reported figure of the Federal
Reserve Board for August was 110. The Federal Reserve people told me

a week ago that they were looking for the Index to be 120 for October.

I have even heard among men, whose business 1t 1s to study these things
as I do, that for December they are expecting an Index of 140. Well now,
I am not going to argue or labor that point, but that obviously must have
1ts effeel on what will happen in the first half of the year. I mean a1t
1s one thaing to have an Index at 115, another at 120, and another to

have 1t 1/0. Now this upper curve last year moved too fast, 1t should
beve gone up but not as faste, using this contraption 1n terms of another
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contraption I have for magnitude, but 1t went too fast, so I hed only a

small correction.

Now in specific answer to your cuestion, the-Lfined-eissmbopeeiiohe

I

year ar will.probahly.shew.an.ayerege, that as.for the three. months-average,
,@g ahovb=ddB=an~the~Federal-Reserve-Board . Indese New you will permi}
% lé&, fé‘ww«?lm £

one assumption, namely that that avefage will be 110, I w1ll say That
average for the§§%§£\half of next year will be in the neighborhood of 9&7’

;wuaﬁawigz the average should happen to get-&gg;

Cen o R Ebm A T Bt e e mon L h

et gmuﬁééé
“ﬁﬁhv@h&&pﬁﬁamk readjustment wolnlieda® on a percentage b331%ﬂmuch nore

drastic.

In your talk, I don't know whether I understood correctly but I rather
gathered that you feel that the economic force%lplay are basically inexocable
and not susceptible to rectification by Government action.

Precisely.

Will you elaborate that theory®

I would almost have to say I am an industrial anarchist. 1 was culte
meticulous in my talk; meybe I dadn't get 1t across, in indicating the need
first for studying the consumer or the non-dursble goods industries and

then the aursble or producer goods industries, and then to study their

interactions. Now we use monevy as a medium of exchange but in the final
be
analysis, a bale of cotton must/evchanged, or a number of bales of cotton,
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& consumer or non-~durable goods item, must be exchanged for, let us say,
a dwelling, or a railroad locomotive. That 1s why 1t is that I say s
e s—thet these forces are 1nexorableﬁaﬂﬁgxﬁxxs when
RN %d@#?ﬁin%kﬁg
¢

these things back up against each other and the exchange can't be madgk

‘Eﬁg exchange 1s always made, of course, in terms of collsrs. Fraend Hitler,
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of course, has fouad other mezns of meking e.change; bub eachaage 1s
always made in our economy in terms of dollars, =znd when physically
these 1tems can't be exchanged you get tnab tyve of maladjustment.
Have I answered your gquestion? 222;1 know you’d@ig?e to heve me go
Just one step farther and Just Whatﬁfe-éhere in that curve. Some
years back I had occasion to tell the Army Industrial College I hoped

some day to dedicate this curve to the public and I believe 1t was

Colonel Jordan, who was then Commendant, who said "I'd hoped you would
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dedicate 1t to the College". I ssid, "I probably will when 1t goes
A

wrong!.

It 1s very simple, just as simple as & salety pin, sed~it-b=s

hastory, It was not bwilt yesterday wa

almost twenty years ago, adthe
has attained grandeur and maturity with the passage of years, but it s
very simple. When 1t was fairst started, although the logic has not
changed, 1t was much more complex. It had many more ingredients, many
of which have since been discarded because of impacts which were felt
elsewhere. I can keep this curve up to date in the course of I think
a minute or two each month. That 1s how simple the calculations are.

Nothing so complex as even the Federal Reserve Board Index



