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Distribution to Consumer:

Department store sales.

Chain store sales.

Mail order sales.

Life insurance paid for.

Real estate transfers.

Magazine advertising.

Newspaper advertising.
General Business Activity:

Bank debits, outside of New York City.

Bank debits, New York City.

Bank debits, 2nd Dist. excl. New York
City.
Velocity of bank deposits, outside of New
York City.

Velocity of bank deposits, New York City.

Shares sold on New York Stock Exchange.

Postal receipts.

Electric power.

Employment, N. Y. State factories.

Business failures.

Building permits.

(See Business Cycle, Business Forecasting
Services, Fundamental Conditions, Invest-
ment, Market Sentiment, Speculative Cycle.)
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Business Cycle

An interval which embraces alternating
periods of business prosperity and depres-
sion. It is one of the most significant phe-
nomena of the capitalistic regime and ap-
pears to be an outgrowth of our modern

credit system in which production takes

place in -advance of consumption. Business
volume ‘and commodity prices do not remain
constant, but are subject not only to sea-
sonal variation, but to long-term fluctuations.
In other words, business travels in waves,
and excesses of activity appear to be coun-
teracted by excesses of depression. Bor-
rowing from the physical sciences, Mr. R.
W. Babson, one of the best-known business
forecasters, constructs his theory of the
business cycle on the principle that action
and reaction are equal, or that periods of
business prosperity in so far as they are in
excess of normality, are compensated for by
periods of depression.

According to this last authority the busi-

ness cycle comprises four distinct phases
which are called the period of: (1) pros-
perity, (2) decline, (3) depression, and (4)
improvement. S. S. Huebner in his book en-
titled “The Stock Market,” divides the cycle
into five periods as follows: (1) business
depression, (2) reviving business, (3) new
enterprises, (4) intense prosperity, and (5)
violent liquidation in security markets.

The author divides rhe business cycle into
more or less distinct periods, enumerated and
described as follows:

(1) Crisis—This is the turning point or
decisive moment which marks the collapse of
the period of prosperity, inflation, extrava-
gance and high prices. It is usually initiated
by a buyers’ strike as a reaction from high
prices. Before the inauguration of the Fed-
eral Reserve System a crisis was likely to
be followed by a panic. This is primarily a
financial phenomenon characterized by a
collapse of the credit structure, universal
demand for money payments, lack of confi-
dence in the ability of debtors to pay debts,
and usually by a series of important business,
brokerage and banking failures. Banks are
the storm centers of panics, since everyone
is experiencing difficulty in securing an ade-
quate supply of cash. If important failures
occur, “runs” are likely to be made upon the
banks, and a great strain is placed upon the
banking system. Since no panics have oc-
curred subsequent to the establishment of the
Federal Reserve System, and since reserves
are concentrated and mobile, and hand-to- °
mouth currency readily available through
rediscounting, it is believed that the country
is now panic-proof.

(2) Emergency Liquidation — Following
the crisis (and panic if there is one) comes
a period of emergency liquidation. During
the previous period of prosperity production
has been at a high rate, leading to an over-
stocking of goods at high prices. When the
crisis announces the end of the period of
high prices, businesses are eager to unload
or to “get out from under” before prices
decline further. There is, moreover, an over-
supply of goods and a shortage of cash.
Quantities of goods are, therefore, placed
on the market for what they will bring.

(3) Depression—This is a period of
“hard times” in which the disturbance in the
normal equilibrium between supply and de«
mand is still felt. Prices are low and efforts
are made to work off the excess of goods.
There is a drastic curtailment of production,
resulting in. widespread unemployment, re-
duction or elimination of profits, accumula-
tion of money supply through the deflation
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of credit, and a general practice of econ-
omy. There is a constant “feeling for the
bottom” in the price movement.

(4) Readjustment—When the bottom of

final stages, costs rise more than selling
prices, due to the decline in the efficiency in
labor, rising raw material prices, and higher
interest rates. Speculation for further rise

~
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EXPLANATION OF CURVES IN CHART

HEAVY CURVE ending with -4~ sign depicts the ratio of deposits to loans of some 800 reporting
Federal Reserve Member Banks, after corrections have been applied for gold deposits. The curve is
plotted in percentage deviation from normal. Normal is estimated on the basis of experience during the

eriod December, 1917-November, 1922, and is shown by the heavy horizontal line which bisects the
lack shaded area labeled “Normal Zone for Actual Credit Supply.” ~The cross shows the position as of
September 1, 1923.

LIGHT CURVE shows the reserve credit supply as indicated by the ratio of total reserves of the
12 Federal Reserve Banks to their deposit and Federal Reserve Note liabilities combined. The area
marked with vertical lines, merely emphasizes the volume of the reserve credit supply. The curve is
charted on a scale showing the actual reserve ratio. Normal (shown by the black horizoatal line through
the u;ger section of the chart) is arbitrarily placed at 60.

SOLID CURVE in the UPPER section of the chart depicts the average rediscount rate of the 12
Federal Reserve Banks for 60-90 day commercial paper. This curve is lotted on an inverted scale, so
that it will move in rhythm with the other curves. It-shows the DISPOSITION of the Federal Reserve
authorities to _allow the reserve credit supply to be utilized.

o ) CURVE in the LOWER section of the chart shows the average price of 25 railroad and 25
industrial stocks. s plotted on a dollar scale.

OKEN VE shows the trend of pusiness activity as reflected by debits to individual bank
accounts outside New Vork City. This curve is charted in relatives, the average month for the
period 1920-21 being taken to equal 100. Bank debits not being available for the year 1918 and 1919,
the curve for those years is based on bank clearings.

* Permission of Standard Statistics C , New York City.
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Business Failures
See Failures.

Business Forecasting Services

If cyclic movements of prices in commodi-
ties, securities and money actually occur, as
explained under the term Business Cycle
(q.v.), and business conditions and price
movements are subject to analysis and in-
terpretation as explained under the term
Business Baromcters (q.v.), then price
movements become, in part at least, amen-
able to scientific forecast. While most busi-
ness men recognize the validity of the prin-
ciples underlying the business cycle and the
importance of watching business barometers,
few regard themselves as capable of ana-
lyzing and interpreting available data first
hand. Business forecasting has, therefore,
become a specialized profession.

Several statistical organizations are en-
gaged in the business of selling business,
speculative and investment forecast services.
The best known of these organizations
are: Babson Statistical Organization, Inc.
(Wellesley Hills, Mass.), Standard Statis-
tics Company (New York City), Brookmire
Economic Service (New York City), Har-
vard Bureau of Economic Research (Cam-
bridge, Mass.), Bankers’ Economic Service
(New York City), and Moody’s Investment
Service (New York City). In addition,
there are bulletins published usually for free
distribution by banks, stock exchange com-
mission houses and bond houses.

Business and investment forecasting serv-
ices arc sold out of recognition of the fact
that the largest profits in business and in

speculative commitments are derived from
anticipating price changes. If forecasts are
accurately made they may become the source
of increased profits for the subscribers.
These services are usually divided in sev-
eral parts in order to make an appeal to
business men who are primarily interested
in commodity price changes and general
business conditions, to speculators who are
interested in stock and commodity market
prices, and to investors who are interested
in bonds. The Standard Statistics Company,
for example, offers a daily trade service
which is a survey and forecast of develop-
ments in the general business field, including
the financial, commercial, legislative, price
and labor outlook, as well as the various key
industries which lie at the base of all
business.

The specific services offered by these or-
ganizations separately, in combination, or
complete, are listed below:

BassoN
Business Service:

Weekly barometer letter with Babsonchart.

Monthly supplement of statistical tables
and charts.

Monthly bulletins on commodities, labor
and management, and sales prospects; advice
to buyers and sellers.

Financial Service:

Weekly barometer letter with Babsonchart.

Monthly supplement of statistical tables
and charts.

Monthly speculative bulletin.

Monthly investment bulletin.

Stanparp Staristics CoMPANY, INC.

Corporation card service.

Bond card service.

Daily corporation news service.

Daily dividend service.

Weekly dividend calendar.

Stock offerings service.

Weekly bond bulletin.

Sinking fund notices and redemption calls
sheets.

Bond book service.

Monthly bond offerings.

Trade and securities service.

Investment service.

Service on railroads.

Facts and forecasts.

Canadian card service.

Status of bonds under Federal income tax.

Weekly market lejter.




